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Appetite for Chinese exposure strong

Despite a brace of worse than expected PMI numbers, the last couple of months have seen
investors from around the globe clamour for more Chinese exposure.

— Chinese exposed funds have seen $6.1bn of inflows since June
— US and Asian (ex China) investors were the most eager to add to their Chinese exposure,

adding $3.5bn of inflows in August

— But appetite was not global, as domestic Chinese and European investors trimmed their

exposure

The last few months have seen many
investors start to doubt whether the Chinese
economy can sustain the 7.5% growth target
set by the central government. With the
country’s most recent PMI reading indicating
only a slight growth in output, market
commentators are now looking to the
country’s government to see if it will step in to
revive China’s growth with a mix of monetary
stimulus and infrastructure spending, in order
to match the rate of growth enjoyed in recent
years.

This type of central government intervention
has historically proven popular with investors
across the world. This trend looks to again be
ringing true, as the FTSE China A50 index
which tracks the country’s large domestically
traded companies has managed to jump by
over 10% in the last three months.

Today’s look at asset flows into Chinese
ETFs shows that investors are sitill
clamouring for Chinese exposure, as the 279
Chinese exposed ETPs have seen their asset
bases surge to a new all-time high of $74bn
over the last few months.
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ETF inflows surge

The recent buoyant market in Chinese
equities has seen ETF investors continue to
add to their exposure in the country over the
last three months. The aggregate net inflow
into Chinese tracking funds has totalled $6.1
since the start of June. August saw the
largest net inflow into Chinese funds since the
start of the year as investors added $2.4bn of
Chinese exposure to their ETF shopping
baskets.
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US and Asia leading the way

Breaking down August's bumper inflow
numbers, we see US and non-Chinese Asian
investors as the most eager to add to their
exposure. The Chinese exposed ETFs listed
in these two regions have seen over $3.5bn
of inflows over the month.
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US investors regained their appetite for
Chinese exposure in July, snapping a six
month outflows streak which saw the 39 US
listed lose over $1.4bn.

Non China listed Asian funds also saw the
largest inflows out of any region with $2.6bn
flowing into these products. This was mostly
driven by Hong Kong listed products, as the
76 mainland exposed products saw just over
$2bn of net inflows, marking ten months of
net inflows out of the last 12.

Chinese investors wary of domestic
exposure

Interestingly, while investors across the world
clamoured for more Chinese exposure,
domestic Chinese investors continued to trim
their exposure in their home market as
Chinese traded, China exposed ETFs saw
$912m or net withdraws. This built on July’s
net outflows, which saw domestic exposed
Chinese ETF flows turn negative for the year,
to the tune of $1.23bn.
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