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China Outlook – Risks and Opportunities 
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Key Concerns on China

• Trump 2.0 or Harris  - marginally less geopolitical risk, trade friction unlikely to differ 
substantially from Biden policies

• Government policy - support the fundamental recovery and sustainable 
competitiveness of the economy

• Local government debt – central balance sheet still strong

• Property - revival of growth without property as a driving force will be a long-term 
process 

Extremely low expectations 
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China Update
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• The Economy is getting back on track post Covid – slowly but seems to be bottoming:

➢ Resolving property issues will be a long-term process

➢ Weak local government balance sheet – central government is working on solutions

➢ Technology infrastructure will be the focus to improve productivity

➢ The government is working on programs to stimulate consumer spending

• Geopolitics relation will hit an equilibrium point

➢ Trade decoupling is happening - but not sustainable – inflationary, hurts consumption and 
corporate earnings

➢ Rebalance of trades - exports to ASEAN (including ME) 47% vs 24% Americas & 22% Europe

➢ Rebalance of competitiveness - technology and supply chain 

➢ Highly competitive technology companies have emerged (sanctions as two edge sword)

➢ Import substitutions in huge domestic market have strongly accelerated

➢ US-China relations overall remain tense - it is the normal process of rebalancing power

• Valuations compelling
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Tourism Strong but Spending per Capita Lower

4

Recovery of Domestic Tourism & Revenue during Major Holidays Since 2023 (vs 2019)

Source: Ministry of Culture and Tourism, Bin Yuan Capital

Services gradually recovering
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The Divergent Trend of Foreign Ownership of Chinese Equities and Bonds
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Source: Bin Yuan Capital, Wind, iFind
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Key China Economic Drivers and Structural Opportunities
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Competitiveness Rebalancing
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Two pillar approach to improve productivity

▪ Infrastructure upgrades - key examples:

➢ Equipment replacement lifts productivity and energy efficiency 

➢ Grid upgrades: massive capex

➢ Healthcare investment

▪ Import substitution - key examples:

➢ Semiconductor equipment

➢ Healthcare equipment

▪ Government led sector consolidation
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Non-Property Investments Have Started to Pick Up

Fixed Assets Investment YoY Growth (Accumulative)
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Sources: Bin Yuan Capital, Wind

%

• Power:                                                1-5M 2024 +23.7% vs. 2023 +27.6%
• Purchase of equipment/tools:        1-5M 2024 +17.5% vs. 2023 +6.4%
• Railway:                                             1-5M 2024 +10.9% vs. 2023 +7.2%
• Mining:                                              1-5M 2024 +17.7% vs. 2023 +1.5%
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• New start:                                           1-5M 2024 -6.4% vs. 2023 -9.1%
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Equipment Replacement Lifts Productivity and Energy Efficiency 

Efficiency Improvement of New Equipment
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Sources: Bin Yuan Capital, Listed Companies

Healthcare Chemical and Industrial Infrastructure
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Electrification, Digitalization, AI Impact on Power Consumption

Power Consumption YoY Growth (Accumulative)
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Sources: Bin Yuan Capital, Wind
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But Grid was under invested 2017-2023

CAGR Comparison of Power Consumption and Grid Investment
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Sources: Bin Yuan Capital, Wind

Huge Investment Needed to Reduce the Gap

Bn 
RMB

>60% increase
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Huge Investment (~$800bn) in the Electricity Grid 2024-30
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• China has targeted peak carbon emissions in 2030 and carbon neutrality by 2060:

➢ China already accounts for 40% of global wind capacity & 41% of global solar capacity by the end of 2023

➢ Huge investment in power grid building, upgrading and modernization is required as solar & wind capacity expands

➢ AI, data centers, EVs are also driving the rise in electricity’s share of energy use - up from 5% in 2022 to 18% in 2030

➢ Electricity demand growth in the first five months of 2024 was up 8.6% Y/Y

• Software and UHVDC equipment are the key beneficiaries:

➢ Jan- May Rmb170bn ($23.5bn) invested in power grid projects +21.6% Y/Y

➢ Software will account for circa 15% of total grid apex

➢ The construction of UHVDC Transmission is accelerating:

o 3~4 DC lines in past 3 years vs. 10 DC lines in the next 3 years (~Rmb 200bn investment amount)

➢ Overall capex to increase from $102bn this year to $157bn by 2030

• Nari (600406.SH) a key beneficiary:

• Leading provider of software, key UHVDC equipments and system integration services for the power grid

• We estimate Net Income will increase 17% annualized next 5 years

Grid Investment will Accelerate Starting 2024
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What Has Not Changed
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Productivity Growth of China (Five Year Moving Average)

Source: Wind, Bin Yuan Capital

Evolution of the Productivity and Value Creation

Innovation critical for productivity improvement
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Evolving Chinese Social Structure
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*Population & GDP per Capita. The bubble size represents the population size.
Sources: Bin Yuan Capital, Wind

Live longer, richer and less people

1980
987 million Population

2022
1,412 million Population

2050E
1,351 million Population

Developed Areas Developing Areas Underdeveloped Areas

191 million*
$120

279 million
$20,014

299 million
$56,640

640 million
$12,305

782 million
$45,498

796 million
$30

494 million
$6,821

270 million
$36,893
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The Reverse Brain Drain 

Source: Wind, Bin Yuan Capital
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Number of Returned Overseas Chinese Students
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Increasingly Well-educated Management

Source: Wind, Bin Yuan Capital
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Evolution of Educational Background of the Chairman of A-share 
Listed Companies from 2001 to 2023

Distribution of the Educational Background of the Founders of 
Companies in Sci-Tech Innovation Board (2023)
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Ambitious Capital to Invest in R&D
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R&D Spending by Countries

Sources: OECD (organization for economic cooperation and development), Bin Yuan Capital

Million USD



Investing for Better Life

Evolution of Global Industrial Value-added Share by Countries
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Sources: Wind, Bin Yuan Capital

China possesses the most advanced and globally integrated manufacturing supply chain 
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Fast Growing High Value Added Goods Export

Export by Value Added Type
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High value added accounts for 
84% of total export in 2023

*Low value-added examples: apparel, toy, furniture…etc.
High value-added examples: electronics, high end equipment and high tech products…etc.
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China Manufacturing Sector is still the most Competitive
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• Extensive supply chain: 95+% supply chain coverage

• Quick delivery time: 50% shorter

• High quality service: 7 X 24

• Cost advantage: 20% - 50% lower

Highly efficient manufacturing ecosystem 
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Import Substitution Opportunities in the Semiconductor Area
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Sources: Semi, Bin Yuan Capital, Listed Companies

Semiconductor Equipment Localization Rate and 
Market Size in China

Market Size and Localization Rate of each 
Equipment Type in China

PEG Valuations: Chinese Equipment Manufacturers 
vs Global Manufacturers
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Disclosure

The information, materials and whatsoever releases, views or opinions (together the “Information”) contained are strictly for information and general circulation only and does not have 
regard to the specific objectives, financial situation and particular needs of any specific person. This Information does not constitute either an offer to sell or a solicitation of an offer to 
buy any interest in any fund and strategy associated with Bin Yuan Capital. Except as otherwise expressly stated herein, the copyright, all other intellectual property, trademarks, service 
marks and logos used in the contents of this presentation, are the property of Bin Yuan Capital. They should not be reproduced and distributed in whole or in part in any manner without 
the prior written consent of Bin Yuan Capital. The information contained herein is subject to revision and completion. The historical performance information included herein may not be 
indicative of the performance of future results.  Nothing contained herein should be relied upon by prospective investors as a promise or representation as to the future performance.  
Bin Yuan Capital shall not be liable or responsible to you or any other party for any direct, indirect, consequential or incidental damages, losses, expenses or costs whatsoever arising in 
connection with your access to this presentation, or reliance on any Information, regardless of the form of action. No representation, warranty or undertaking, express or implied, is 
given as to the information or opinions in this communication or their accuracy or completeness, by Bin Yuan Capital or by their respective directors, officers, partners, employees, 
affiliates or agents, and no liability is accepted by any of the foregoing as to the information or opinions in this communication or their accuracy or completeness. Any investment 
information is intended for use by professional investors only. An offer to buy or sell any securities may only be made through offering documents in compliance with the Securities Act 
of 1933 or exemptive provisions there under. All investment strategies entail some risk. When an investment involves a transaction denominated in a foreign currency, it may be subject 
to currency fluctuations that will have an impact on the value of the investment in another currency. In addition to some complex tax structures, possible delays in distributing important 
tax information, differences in regulatory requirements and fees; investments in the emerging markets involve risks not normally associated with investments in more developed and 
economically stable jurisdictions with more sophisticated capital markets and regulatory regimes. Such risks include political, economic and currency risks and the risk associated with 
investing in underdeveloped legal, regulatory and accounting environments. Furthermore, investments are volatile, and have limited liquidity, transparency and depth, which may make 
it difficult to achieve a desired purchase or sale price for investments or to purchase or sell investments at any particular time. Any investment should not be made without careful 
reference to the relevant Placement Memorandum. Nothing herein shall constitute an investment recommendation or investment, accounting, tax or legal advice. Any and all content 
provided is for informational purposes only. IRS Circular 230 Disclosure: To ensure compliance with requirements imposed by the IRS, we inform you that any tax advice contained in this 
communication (including any attachments) was not intended or written to be used, and cannot be used, for the purpose of (i) avoiding tax-related penalties under federal, state or local 
tax law or (ii) promoting, marketing or recommending to another party any transaction or matter addressed herein. 

The MSCI China Index is a free-float weighted equity index. It was developed with a base value of 100 as of December 31, 1992. 

The MSCI All China Index is a free float weighted equity index, capturing large/mid cap representation across all China securities listed in China, Hong Kong, US, and Singapore. The index 
was developed with a base value of 1000 as of May 30, 2008. The index has been discontinued as of November 27, 2019.

The MSCI China All Shares Index is a free float weighted equity index, based on the concept of the integrated MSCI China equity universe with China A-shares included. It was developed 
with a base value of 1000 as of November 25, 2008. 

The MSCI China A Index is a free-float weighted equity index, designed to measure performance of China A share securities listed on either the Shanghai or Shenzhen Stock Exchanges. 
The index was developed with a base value of 1000 as of November 30, 2004. 

The CSI 300 Index is a free-float weighted index that consists of 300 A-share stocks listed on the Shanghai or Shenzhen Stock Exchanges. Index has a base level of 1000 on 12/31/2004.

The Fund is an actively managed portfolio as compared to the indices which are unmanaged.  In addition, there may be significant differences between the Fund and indices including 
liquidity and volatility.
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