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The Disclosures Section on the following page is an integral part of this presentation.

Chinese equities are off to a good start this year, continuing a positive trend that began in September. Through 
February 21, 2025, Chinese equities have risen 38% in just over five months. However, the rapid advance has 
caused China’s stock market valuation to increase to 11.6x earnings (based on estimates for the next 12 months), 

which is now in-line with its ten-year average. So, can this rally continue?

iShares MSCI China ETF
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Even after the recent gains, Chinese 
stocks are down 43% from their peak 
in early 2021, as a crackdown on tech-
nology companies, the bursting of 
the real estate bubble, and tensions 
between China and the United States 
weighed on Chinese equities for three 
consecutive years. However, all these 
issues have become more positive re-
cently. While still early, and despite the 
recent announcement of an additional 
10% tariff against China, President 
Trump has taken a less confrontational 
approach with China in his second 
term, even suggesting an openness to 
negotiate a deal with China that would 
help avoid another trade war. While 
the trade war during Trump’s first term 
caused volatility in Chinese markets, 
Chinese equities showed resilience, 
performing in line with their interna-
tional peers despite the tariffs imposed 
on them. 

The Chinese economy has also been 
plagued by the collapse of its prop-
erty market. Given the oversupply of 

housing in China, the property mar-
ket is unlikely to become the growth 
engine it once was. However, govern-
ment stimulus has helped stabilize the 
market, which should help improve 
consumer sentiment. 

Lastly, the crackdown on technol-
ogy companies cast a dark cloud over 
the entire sector and caused a massive 
sell-off across many of China’s largest 
companies. While the government had 
previously signaled that its crackdown 
was over, a recent meeting between 
President Xi and several top technol-
ogy leaders was the clearest signal of 
a government shift, as Xi pledged un-
wavering support for the non-public 

sector of the economy. Of particular 
note was the attendance of Alibaba 
founder Jack Ma, who had largely 
stayed out of the public eye after his 
criticism in October 2020 of Chinese 
regulators triggered the crackdown.

Although Chinese equities as a whole 
are trading near historical averages, 
technology stocks continue to trade at 
attractive valuations. Previous market 
darlings such as the BAT stocks (Baidu, 
Alibaba, Tencent), trade at substantial 
discounts to their pre-crackdown lev-
els, making them attractive investment 
opportunities given the government’s 
recent support of the private economy.

BAIDU ALIBABA TENCENT

Current Valuation(1) 8.9x 14.8x 18.9x

Pre-Crackdown(1)(2) 21.9x 25.5x 31.6x

Discount -59% -42% -40%

(1) P/E based on analyst estimates over the next twelve months.
(2) Pre-Crackdown is the average from 12/31/2015-12/31/2020.
Sources: FactSet, Renaissance Research
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This Market Update reflects the thoughts of Renaissance as of February 21, 2024. This information has been provided by Renaissance Investment Management. All 
material presented is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed. This is not to be construed as an offer to buy or sell 
any financial instruments and should not be relied upon as the sole factor in an investment making decision, nor should it be considered a recommendation. The views 
and opinions expressed are those of the Portfolio Manager at the time of publication and are subject to change. There is no guarantee that these views will come to pass. 
As with all investments, there are associated inherent risks. Please obtain and review all financial material carefully before investing. 

P E R F O R M A N C E 
If Renaissance or benchmark performance is shown, it represents historically achieved results, and is no guarantee of future performance. Future investments may be made 
under materially different economic conditions, in different securities and using different investment strategies and these differences may have a significant effect on the 
results portrayed. Each of these material market or economic conditions may or may not be repeated. Therefore, there may be sharp differences between the benchmark 
or Renaissance performance shown and the actual performance results achieved by any particular client. Benchmark results are shown for comparison purposes only. 
The benchmark presented represents unmanaged portfolios whose characteristics differ from the composite portfolios; however, they tend to represent the investment 
environment existing during the time periods shown. The benchmark cannot be invested in directly. The returns of the benchmark do not include any transaction costs, 
management fees or other costs. The holdings of the client portfolios in our composites may differ significantly from the securities that comprise the benchmark shown. 
The benchmark has been selected to represent what Renaissance believes is an appropriate benchmark with which to compare the composite performance. 

The value of an investment may fall as well as rise. Please note that different types of investments involve varying degrees of risk and there can be no assurance that any 
specific investment will either be appropriate or profitable for a client or prospective client’s investment portfolio. Investor principal is not guaranteed and investors may 
not receive the full amount of their investment at the time of sale if asset values have fallen. No assurance can be given that an investor will not lose invested capital. 
Consultants supplied with these performance results are advised to use this data in accordance with SEC guidelines. The actual performance achieved by a client portfolio 
may be affected by a variety of factors, including the initial balance of the account, the timing and amount of any additions to or withdrawals from the portfolio, changes 
made to the account to reflect the specific investment needs or preferences of the client, durations and timing of participation as a RIM client, and a client portfolio’s 
risk tolerance, investment objectives, and investment time horizon. All investments carry a certain degree of risk, including the loss of principal and are not guaranteed 
by the U.S. government.

R E F E R E N C E D  E T F
iShares MSCI China ETF—The iShares MSCI China ETF seeks to track the investment results of an index composed of Chinese equities that are available to 
international investors. iShares ETF names are registered trademarks of Blackrock, Inc. 
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Although headlines are likely to in-
duce periods of volatility, we be-
lieve that the rally will carry on, as 
large-scale stimulus announcements 
which sparked the start of the rally 
in September should continue after 
the National People’s Congress meets  

in March. Investor expectations will be 
high after a recent Politburo readout 
indicated a “more moderately loose” 
monetary policy for the first time since 
2011 and a more proactive fiscal pol-
icy. Particularly important is the shift 
in priorities as the government is now 

focused on expanding consumption 
and boosting domestic demand, which 
should help consumer-focused compa-
nies including many of China’s largest 
technology companies.


