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Greater China Strategy

MANAGER’S COMMENTARY
China is in a tight spot. It is not alone, of course; many developing markets will come 
under severe pressure from the rapid reversal in the US interest-rate cycle and global 
inflation. What makes the situation particularly tricky in China is the position in the 
political cycle here; the 20th Party Congress in October is a key event, ahead of which it 
is almost impossible to change policy.    

The Chinese government must now be the only one to announce a GDP growth target 
(I wish they’d stop). It would seem eminently reasonable to beat a retreat by pointing 
out that the 5.5% target was set just before Russia invaded Ukraine and the Omicron 
variant forced the lockdown of many of China’s largest cities; the weak first-quarter 
GDP growth targets in many other countries could also be cited. However, such is the 
Chinese Communist Party’s pride in China’s recent economic achievements that the 
target will not be abandoned without a fight.

We anticipate that a lot of money, in terms of fiscal and monetary stimulus, will be 
thrown at the problem before October. This should have benefits for equity investors 
in China; just as money is becoming more expensive in the US, it it may be about to 
become cheaper in China. In mid-April, the yields on the 10-year government bonds in 
the two countries crossed; the US 10-year now trades at a premium to China’s (2.93% v. 
2.83% at month-end). 

The currencies started to depreciate at the same time. The NT dollar had already 
started to move from late February, and now, at NT$29.5, is down 6.1% year to date. 
Meanwhile, the renminbi, with its late start, is down 3.8% to Rmb6.6. We expect the 
move to continue to about Rmb7.2, the same level it reached at the height of the 
pandemic in 2020. This should be enough to assist exporters without importing too 
much inflation.

China will most likely have to abandon its zero-Covid policy and rejoin the rest of the 
world.  It cannot do this until after October, and it will likely be done quietly after, 
hopefully, having vaccinated its older citizens with effective vaccines. The harm of city-
wide lockdowns is becoming apparent, not just on economics, but on education and 
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on non-Covid health issues. It was interesting to see Taiwan, previously a zero-Covid proponent, quietly abandon the policy in April, 
greeting a wave of new infections not with lockdowns but with a daily bulletin showing how few of these infections were now 
leading to serious illness or death in a vaccinated population. In China, it was announced that, on a trial basis, eight cities would 
reduce the quarantine period from 14 days to 10. This may, perhaps, be the first baby step in the desired direction.

In the meantime, economic statistics will most likely be ugly, even allowing for official “massaging”. In the second week of April, 
car sales were down 39% year on year. An official estimate predicts that passenger traffic over the May Day holidays will be down 
62%. The April purchasing managers’ index shows manufacturing collapsing from 49.5 to 47.4 and non-manufacturing from 48.4 to 
41.9. These numbers appear to have strengthened the hand of the more economically literate elements within the Politburo; in the 
statement following its month-end meeting, the focus shifted to unemployment. The latest unemployment figure was 5.8%, but this 
only counts holders of urban hukou (internal passports); migrant workers, who tend not to hold such hukou, and man construction 
sites and factory lines, are actually the most sensitive to economic downturns. It was therefore intriguing to see this issue officially 
recognized for the first time by the offer of subsidies to unemployed immigrant workers. 

Youth unemployment is also an issue; the official figure for unemployment in the 16–24 age group is 16%, and a further 10 million 
graduates will emerge from colleges looking for jobs this summer. I think we can therefore expect to see the abandonment of 
pressure on the big internet platforms, surely by now sufficiently chastened. We note that Tencent's share price rose by 10% on the 
day of the Politburo statement.

We have already seen the People’s Bank of China call in 20 banks for tea to discuss easing lending to the depressed property sector. 
Finally, Plan A has been dusted off and a $2.3 trillion infrastructure plan announced. It may justifiably be argued how much of this 
spending will be cost-efficiently allocated and how much reach its intended target, but what is wanted is a boost now, which the 
Party is well structured to deliver.

The Russia-Ukraine conflict is an embarrassment, coming so soon after the cosy Xi/Putin photo ops at the Winter Olympics. The 
focus will be steering clear of any Russia-related sanctions – we noted that China’s largest drone-maker, DJI, this month stopped 
sales to both Russia and Ukraine – while quietly benefiting from some discounted Russian oil and gas.

On 8 May, John Lee will be elected as the new Chief Executive of Hong Kong (a fine example of democracy with Chinese 
characteristics – he is the only candidate). He will take office on 1 July and looks likely to take a leaf from Beijing’s playbook by 
focusing on infrastructure, specifically the housing shortage through the creation of new towns.

INVESTMENT STRATEGY

Your strategy’s net asset value declined by 9.4% in US dollar terms in April, to which currency depreciation contributed 0.4%. This 
compares with a 6.0% fall in the MSCI Golden Dragon benchmark. The relative underperformance can be attributed to our relatively 
higher weighting in the domestic A-share market (55.2%, compared with 9.3% in the index). The CSI 300 A-share index declined by 
8.7% in US dollar terms. There were also some sharp falls in our favourite semiconductor and biotech investments: the Taiwan-listed 
Sino-American Silicon’s share price lost 18.1% in one month, and Hong Kong-listed Viva Biotech was down 19.5%. 

Your strategy is 99.2% invested, with holdings in 15 companies, as well as the A-share exposure detailed above. We have hedged 
26.0% of the renminbi exposure in the China A-Share Fund. During the summer, we expect to increase our equity weighting, as the 
massive stimulus campaign revives the market ahead of the Party Congress. 

In April, we took advantage of price falls to add capital-spending plays Morimatsu (pharmaceutical equipment) and CIMC Enric (energy 
transportation and food equipment), as well as bolstering our position in good-value diversified healthcare company Fosun Pharma, 
which holds the manufacturing licence for the Pfizer mRNA vaccine in China. The only sale was Chinasoft, which will most likely  
continue to struggle because of pressure on its largest customer, Huawei. 

Disclosure: relative contributors and laggers include all securities held in the strategy during the period. Calculation methodology 
and a list showing the contribution of each holding in the representative account to the overall strategy’s portfolio during the 
measurement period are available upon request by contacting Open Door.  Holdings identified do not represent all of the securities 
purchased, sold or recommended for the strategy. Past performance does not guarantee future results.
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PERFORMANCE – CUMULATIVE RETURNS (US$ % returns as at 30 Apr)

1 Month 3 Month YTD 1 Year 3 Year 5 Year Since Launch
Open Door Greater China Strategy (9.4) (15.8) (24.9) (31.7) (1.6) 15.1 86.8 
MSCI Golden Dragon (6.0) (14.0) (15.9) (28.1) 3.0 29.6 81.8
CSI 300 Index (8.7) (15.2) (21.7) (21.9) 11.2 35.1 104.1 

Source for strategy: Open Door Investment Management Ltd.
Source for indices: FactSet Research Systems Inc. and Bloomberg LP.
Please note – this strategy is not constrained by a benchmark and therefore may be more volatile than a strategy which does measure itself against 
an index. The comparison to the index is purely for illustrative purposes. Past performance is not a guide to future returns.

REGIONAL ALLOCATION

  % of Fund 
A-Shares 55.2
B-Shares 3.2 
Hong Kong 29.0 
N-Shares 0.0
Taiwan 11.8 

SECTOR ALLOCATION

 % of Fund 
Industrials 17.8
Consumer Discretionary 17.7
Health Care 16.7
Consumer Staples 13.7
Information Technology 11.4
Materials 7.6
Financials 6.7
Utilities 3.2
Cash 0.8

PORTFOLIO VALUATION

  
PER 2022 14.6
Earning growth 2022 26.7%
Price to Book 2.7
Dividend Yield 1.2%

Disclosure: relative contributors and laggers include all securities held in the strategy during the period. Calculation methodology and a list showing 
the contribution of each holding in the representative account to the overall strategy’s portfolio during the measurement period are available upon 
request by contacting Open Door.  Holdings identified do not represent all of the securities purchased, sold or recommended for the strategy. Past 
performance does not guarantee future results.
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TOP TEN HOLDINGS (AS AT 30 APR)

Company Ticker 2022
P/E ratio

% of  
portfolio

Chailease
Taiwan's leading leasing company, with strong growth in mainland China. Business 
in S.E. Asia appears to be now growing substantially.

5871 TT 13.1 4.6

Fu Shou Yuan
A leading funeral service operator.

1448 HK 16.5 4.4

Merida Industry
Traditional bicycle and e-bike manufacturer which has been gaining market share.

9914 TT 13.1 3.8

Haier Smart Home
Manufacturer and distributor of appliances. It has a strong brand in China and also 
owns a few well-known brands overseas. Growth is driven by consumption upgrad-
ing and its employee share incentive scheme.

6690 HK 19.7 3.7

Shandong Weigao
A medical device company engaged in the development, production and sale of 
single-use medical devices, orthopedic implants, interventional products, pharma 
packaging materials and blood purification services/consumables.  

1066 HK 11.7 3.3

Anhui Gujing Distillery
Produces and markets distilled spirits and wine.

200596 CH 23.6 3.2

Yangtze Optical Fibre and Cabl
The largest optical preform, optical fiber and optical cable maker in the world, with 
growth driven by China's rapid roll-out of 5G network and IDC.

6869 HK 12.4 3.0

Xinte Energy
A polysilicon manufacturer in China, is also operating solar and wind farms. 

1799 HK 4.7 2.9 

CIMC Enric
Manufactures and sells clean energy equipment, chemical equipment and liquid
food & beverage equipment. It is also developing hydrogen business,
including hydrogen manufacturing, storage, transportation and refueling.

3899 HK 18.7 2.6

Morimatsu International
A leading supplier of pressure equipment and modular integrated solutions. 
Growth has been driven by strong demand from pharmaceutical industry and 
new materials of lithium batteries.

2155 HK 12.6 2.5
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HOW TO INVEST

DISCLAIMER
This document is issued and approved by Open Door Investment Management 
Ltd. (“Open Door”), a Cayman Islands exempt company incorporated in the 
Cayman Islands, and represents its and its affiliates views and opinions which are 
subject to change without notice. Open Door may utilize unaffiliated third parties 
or contractors in preparation of this document. The information contained in 
this monthly insight is for discussion purposes only designed to highlight various 
market and portfolio information. Open Door is registered with the Securities and 
Exchange Commission as a registered investment adviser (No 801-72755) under 
the Investment Advisers Act of 1940, as amended. Registration as an investment 
adviser does not imply a certain level of skill or training. Information herein is 
believed to be reliable but has not been verified by Open Door, and Open Door 
makes no representation or warranty and accepts no responsibility in relation to 
the materials or for any opinion or conclusion which the reader may draw. These 
materials should not be considered a solicitation, offer, or recommendation in any 
country to buy or sell any security or to engage Open Door’s services, which are 
only provided to investors through a written investment management agreement. 
Open Door also advises private investment funds (“Funds”) pursuant to private 
offering materials intended only for sophisticated investors, and an offering may 
only be made by authorized offering materials.

Please note the securities identified and described may not be representative 
of the entire portfolio. The investments discussed herein are for illustrative 
purposes only and it should not be assumed that such investments were or will 
be profitable or that the investments or recommendations Open Door makes in 
the future will be profitable or will equal the anticipated results discussed herein. 
Past performance is not a guide to future results. ALL INVESTMENTS INVOLVE THE 
RISK OF LOSS. Because the value of and income from any securities may go down 
as well as up, actual results may be different for each investor and there can be 
no guarantee or assurance of satisfactory performance returns nor assurance that 
investors will receive back the amount originally invested. Movements in foreign 
exchange rates may have a separate unfavorable or favorable effect on the gain or 
loss otherwise experienced on an investment. Security and portfolio positions and 
opinions reflected in these materials are subject to change at any time without 
notice at the discretion of Open Door, and ongoing transactions and research may 
occur prior to publication such that investors should make no inference as to the 
quality, direction, degree, or disposition of Open Door’s portfolio management 
decisions or the appropriateness of investing in any securities shown. Any 
projections, market outlooks or estimates in this presentation are forward-looking 
statements and are based upon internal analysis and certain assumptions, which 
reflect the views of Open Door and should not be construed to be indicative of 
actual events which will occur. As such, the information may change in the future 
should any of the economic or market conditions Open Door used to base its 
assumptions change.

For a complete list of risk factors related to Open Door’s services investors are 
urged to review Form ADV information provided prior to becoming a client, which 
is also available at www.sec.gov. For a complete list of risk factors related to any 
Fund, investors are urged to review offering materials for the Fund. Such risks are 
incorporated by reference and are only suitable for sophisticated investors able 
and willing to withstand the total loss of their investment.

ADDITIONAL WARNINGS ABOUT PERFORMANCE INFORMATION
Performance information for all periods is presented net of all management fees, 
commissions, and expenses, and includes the reinvestment of dividends and 
interest, unless otherwise noted. Recommendations and fees may vary for each 
client. Advisory fees are calculated based upon assets being managed as well as 
other considerations, as may be applicable. Certain performance calculations are 
prepared internally and have not been audited or verified by a third party. The use 
of a different methodology for preparing, calculating or presenting performance 
returns may lead to different results and such differences may be material.

Any comparisons to market indices are intended only for illustrative purposes to 
reflect the general performance of certain financial markets during the periods 
shown, and should not be relied upon as being directly comparable to the 
investment services provided by Open Door or to any previous investment results 
shown. Market indices may have their own unique characteristics, volatility, 
market capitalization, and correlation considerations that affect comparisons 
or past and future results, and different choices may be available for different 
types of comparisons other than those chosen by Open Door. Dividend and 
accrual information is included in index calculations unless noted otherwise. 
While indicated strategies may not be referenced directly to a benchmark or to 
macroeconomic indicators or events, material market or economic conditions 
may affect the results portrayed, and the effects on a strategy may be in excess of 
general market changes during the same period. The MSCI Golden Dragon Index 
captures the equity market performance of large and mid cap China securities and 
non-domestic China securities listed in Hong Kong and Taiwan. The CSI 300 is a 
capitalization-weighted stock market index designed to replicate the performance 
of top 300 stocks traded in the Shanghai and Shenzhen stock exchanges. The index 
is compiled by the China Securities Index Company, Ltd.

Any data, return, composite, or performance information depicted in the materials 
may include information compiled from third-party sources, including independent 
market quotations, economic figures, and index information. Open Door believes 
the information comes from reliable sources, but makes no representation as to 
information accuracy or whether it has been reviewed, compiled or audited by any 
independent third-party.

The strategy is open for investment through segregated accounts. The minimum account size is US$20 million.

CONTACT

Open Door Investment Management Ltd.   Telephone Email

Shifeng Ke Fund Manager (86) 21 6101 7800 shifeng_k@heartland.com.cn
General enquiries Client Service (1) 415 766 5888 info@odfund.com


