
What is China’s New Economy?

Though China had built its economic strength through its manufacturing sector, the government has been
steadily transitioning its economic focus to consumption, and the service sectors. While segments within the
New Economy include healthcare, clean energy, beauty and personal care, travel and tourism, insurance,
education, and technology, it is the digital economy that has stolen the limelight in recent months.
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After the movement control order (“MCO”) was put in place on the 18th of March, many of us are now having to
accustom ourselves to a new environment. As we enter the 4th week of the MCO, have you realised how reliant
you have become on technology?

It’s no longer deciding on which shopping complex you will be visiting to get what you need, but instead, which
app you will be using. Conventional brick-and-mortar stores are seen shutting their doors for business, with
many economies at a standstill as containment measures are put in place. The change of landscape has pushed
digital technology to the forefront as online delivery apps emerge as the go-to option. This is a phenomenon that
is taking place across the world as the spread of the Covid-19 pandemic worsens.

While China was the first to take the hit after reporting infection cases in the city of Wuhan, the strict measures
that the government took to minimise the spread had yielded positive results. It also provided us with a glimpse
into how China’s New Economy had helped it get through these more trying times.
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Thriving in trying times

Some of the world’s largest global digital platforms stem out of China. And with the large population that the
country has, these platforms have put in place an efficient and effective supply chain to cater to both the larger
orders, and geographical distance. Usage of these platforms are expected to only rise further as more users
accustom themselves to technology.

1. JD.com is a major e-commerce player in the China market, and has seen its business grow on the
back of a 1 to 2-day delivery claim. The company saw a 215% year-on-year rise in its grocery sales
(24 January – 2 February), with nearly 15,000 tons of fresh products being sold. Though the
company had prioritised the logistic needs of medical supplies, it also put in place measures to
ensure that its customers across 300 cities were able to have access to fresh groceries.

2. Meituan Dianping is China’s top food delivery service provider, and has the backing of internet giant,
Tencent Holdings Ltd. Though the company had taken a hit after local restaurants were mandated
to close, the company is expected to benefit from the 400 million transaction users, and 5.8 million
active merchants that it had onboarded as the situation in China gradually improves.

3. Tencent Games, the online gaming division of Tencent Holdings, has also benefited from the
controlled measures in China. The company hosts China’s largest online gaming community, and
has the world’s largest digital entertainment platform. One of its more popular titles, Honor of Kings,
saw a jump in number of active users, rising 7% to 2million users on the iOS device. However, with
the quarantine orders in place, games like mahjong and poker have also topped of the list. The
number of active users in mahjong rose 109%, while its poker title saw a 20% increase in users in
the course of 2 months.
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While countries outside of China are also digitising its retail sector, the e-commerce landscape in China is seen
to be much more advanced. For one, Chinese on-line retailers are now moving towards livestreaming. Alibaba’s
dedicated livestreaming channel, Taobao Live, generated sales worth USD2.9 billion during its Singles’ Day sale
in 2019. The sales amounted to 7.5% of the company’s total sales.

Fun Facts about China’s e-commerce sector:

Source: Harvard Business Review, March 2020.



Performance so far:

Tracking the New China Economy

Investors who would like to gain access to China’s New Economy can consider the TradePlus S&P New China
Tracker exchange-traded fund. The ETF, which is listed on Bursa’s main market under the stock code of
0829EA, ended 6 April 2020 at a NAV of RM5.87 per share.

The ETF is benchmarked against the S&P New China Sectors Ex A Share Index, which tracks the performance of
these companies, along with other sectors that are focused on China’s New Economy. Shying away from
conventional sectors such as banking, and manufacturing, as well as companies that are listed on the more
volatile A-share market, the Index gives investors access to more than 70 stocks that are listed on both Hong
Kong, and the US stock exchange.

Read more about the TradePlus S&P New China Tracker at https://tradeplus.com.my/new_china-tracker.

While financial markets have been hit with volatility given the uncertain times that we are faced with, stock price
for these tech giants have been relatively resilient. JD.com, and Tencent have both provided positive returns on a
YTD basis, while the performance of Meituan Dianping was dampened by the shutting of restaurants earlier on.

China has proven that it holds an advantage over the other countries when it comes to reaching out to its
citizens. And with expansion plans already in place to make way into global markets through collaborative efforts
with the local experts, these China tech giants are likely to see stronger growth going forward.

Source: Bloomberg as at 3 April 2020. All returns are quoted in MYR terms.

Company Name 2019 YTD 1-Week 1-Month 3-Months 6-Months Closing 
Price

JD.com 66.55 20.65 0.06 -0.47 11.57 44.16 USD39.89

Tencent 19.01 7.28 -0.88 -0.94 4.77 21.86 HKD 376.4

Meituan Dianping 130.94 -2.45 4.71 -2.60 -5.01 18.64 HKD92.85
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Disclaimer and Warning Statement

Disclaimer: This article has been prepared by Affin Hwang Asset Management Berhad (hereinafter referred to as “Affin Hwang AM”) specific for its use, a
specific target audience, and for discussion purposes only. All information contained within this presentation belongs to Affin Hwang AM and may not be
copied, distributed or otherwise disseminated in whole or in part without written consent of Affin Hwang AM. The information contained in this
presentation may include, but is not limited to opinions, analysis, forecasts, projections and expectations (collectively referred to as “Opinions”). Such
information has been obtained from various sources including those in the public domain, are merely expressions of belief. Although this presentation has
been prepared on the basis of information and/or Opinions that are believed to be correct at the time the presentation was prepared, Affin Hwang AM
makes no expressed or implied warranty as to the accuracy and completeness of any such information and/or Opinions. As with any forms of financial
products, the financial product mentioned herein (if any) carries with it various risks. Although attempts have been made to disclose all possible risks
involved, the financial product may still be subject to inherent risk that may arise beyond our reasonable contemplation. The financial product may be
wholly unsuited for you, if you are adverse to the risk arising out of and/or in connection with the financial product. Affin Hwang AM is not acting as an
advisor or agent to any person to whom this presentation is directed. Such persons must make their own independent assessments of the contents of this
presentation, should not treat such content as advice relating to legal, accounting, taxation or investment matters and should consult their own advisers.
Affin Hwang AM and its affiliates may act as a principal and agent in any transaction contemplated by this presentation, or any other transaction
connected with any such transaction, and may as a result earn brokerage, commission or other income. Nothing in this presentation is intended to be, or
should be construed as an offer to buy or sell, or invitation to subscribe for, any securities. Neither Affin Hwang AM nor any of its directors, employees or
representatives are to have any liability (including liability to any person by reason of negligence or negligent misstatement) from any statement, opinion,
information or matter (expressed or implied) arising out of, contained in or derived from or any omission from this presentation, except liability under
statute that cannot be excluded.

Warning Statement: A Prospectus is available for the TradePlus S&P New China Tracker and investors have the right to request a copy of it. Investors are
advised to read and understand the contents of the Prospectus dated 15 January 2019 and Supplementary Prospectus dated 2 July 2019 before investing.
The Prospectus and Supplementary Prospectus have been registered with the Securities CommissionMalaysia, who takes no responsibility for its contents.
A copy of the Prospectus and Supplementary Prospectus can be obtained at Affin Hwang Asset Management Berhad’s sales offices. As with any forms of
financial products, the financial product mentioned herein carries with it various risks. Investors are advised to consider the general and specific risks
involved as stipulated in its Prospectus before investing. There are also fees and charges involved when investing in the fund, and investors are advised to
consider the fees and charges carefully before investing. The price of units and distribution payable, if any, may go down as well as up and past
performance of the fund should not be taken as indicative of its future performance.

Licensing Disclosure Statement & Conditions: The "S&P New China Ex A-Shares Index" is a product of S&P Dow Jones Indices LLC, a division of S&P
Global, or its affiliates (“SPDJI”) and has been licensed for use by Affin Hwang Asset Management Bhd. Standard & Poor’s® and S&P® are registered
trademarks of Standard & Poor’s Financial Services LLC, a division of S&P Global (“S&P”); Dow Jones® is a registered trademark of Dow Jones Trademark
Holdings LLC (“Dow Jones”) and these trademarks have been licensed for use by SPDJI and sublicensed for certain purposes by Affin Hwang Asset
Management Bhd. TradePlus S&P New China Tracker is not sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their respective affiliates
and none of such parties make any representation regarding the advisability of investing in such product(s) nor do they have any liability for any errors,
omissions, or interruptions of the S&P New China Ex A-Shares Index.
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