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Risk Disclosures 

• Unless otherwise stated, this document reflects Colchester Global Investor’s (‘Colchester’) views and opinions as of 31 October 2020. In respect of the

products and strategies mentioned in this document, the information is provided for illustrative purposes only and is intended only for professional clients

and third-party intermediaries. Colchester makes no representation or warranty as to the accuracy or completeness of the information in this document and

disclaims all liability for any direct, indirect, consequential or other losses or damages including loss of profits incurred by you or any third party that may

arise from reliance on this document.

• Investors should seek professional advice before making an investment. Past performance is no guarantee of future performance and the value of any

investment may fall as well as rise. Investment in the products mentioned in this document puts your capital at risk, and you may lose some or all of your

investment.

• Prospective investors and clients should be aware that any investment involves a degree of risk. The return of your investment may increase or decrease as a

result of currency fluctuations if your investment is made in a currency other than that used in the past performance calculation within this document.

• Unless shown otherwise, all returns are illustrated as gross of fees. Gross returns do not reflect the deduction of fees and expenses, which would inevitably

reduce the client’s returns. Clients may request net performance results at fees agreed in their Investment Management Agreement or Prospectus/Offering

documents at any time. A full performance document in compliance with Global Investment Performance Standards (GIPS ®) is available upon request.

Additional information regarding policies and procedures for calculating and reporting returns is also available on request. Nothing in this document should

be construed as providing any type of investment, tax or other advice, or be considered a solicitation, recommendation, endorsement or offer to purchase or

sell any financial instrument.

• This is not a research report and is not intended as such. Certain information in this document may constitute forward-looking statements. Due to the various

uncertainties and actual events, the actual performance of the markets may differ materially from those reflected or contemplated in such forward-looking

statements. As a result, clients/investors should not rely on such forward-looking statements in making any investment decisions.

• This document may contain information obtained from third parties, including ratings from credit ratings agencies. Reproduction and distribution of third-

party content in any form is prohibited, except with the prior written permission of the related third party. Third party content providers do not endorse or

recommend the securities or products discussed herein, nor do they guarantee the accuracy, completeness, timeliness or availability of any information,

including ratings (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such content. Third party content providers

give no express or implied warranties, including, but not limited to, any warranties of merchantability or fitness for a particular purpose or use. Third party

content providers shall not be liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs,

expenses, legal fees, or losses (including lost income or profits and opportunity costs or losses caused by negligence) in connection with any use of their

content, including ratings. Credit ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell securities.

They do not address the suitability of securities for investment purposes and should not be relied on as investment advice.

IMPORTANT NOTES
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• Hypothetical or simulated performance results have certain inherent limitations. Unlike an actual performance record, simulated results do not represent

actual trading. Also, since the trades have not actually been executed, the results may have under- or over-compensated for the impact, if any, of certain

market factors, such as lack of liquidity. Hypothetical performance results have many inherent limitations, some of which are described below.

Norepresentation is being made that any account will or is likely to achieve profits or losses similar to those shown.

• One of the limitations of hypothetical performance results is that they are generally prepared with the benefit of hindsight. In addition, hypothetical trading

does not involve financial risk, and no hypothetical trading record can completely account for the impact of financial risk in actual trading. For example, the

ability to withstand losses or adhere to a particular trading program in spite of trading losses are material points which can also adversely affect actual

trading results. There are numerous other factors related to the markets in general or to the implementation of any specific trading program which cannot be

fully accounted for in the preparation of hypothetical performance results and all of which can adversely affect actual trading results.

• Information concerning the calculation of statistics used for portfolio characteristics is available upon request. Various industry standards, indices and

industry performance comparative data are provided in this document and are detailed where appropriate. These include indices from FTSE, Bloomberg

Barclays, MSCI, JP Morgan and ICE. Data is sourced additionally from Bloomberg and Datastream.

• FTSE Russell is a trading name of certain of the LSE Group* companies. FTSE® is a trade mark of the relevant LSE Group companies and is used by any

other LSE Group company under license. “TMX®” is a trade mark of TSX, Inc. and used by the LSE Group under license. All rights in the FTSE Russell

indexes or data vest in the relevant LSE Group company which owns the index or the data. Neither LSE Group nor its licensors accept any liability for any

errors or omissions in the indexes or data and no party may rely on any indexes or data contained in this communication. No further distribution of data from

the LSE Group is permitted without the relevant LSE Group company’s express written consent. The LSE Group does not promote, sponsor or endorse the

content of this communication. * London Stock Exchange Group plc damages arising in connection therewith.

• Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its completeness or accuracy. The Index is used with

permission. The Index may not be copied, used, or distributed without J.P. Morgan's prior written approval. Copyright 2020, J.P. Morgan Chase & Co. All

rights reserved.

• There can be no assurance that professionals currently employed by Colchester will continue to be employed by the firm or that a level of experience or past

performance is indicative of future performance or success.

• Information about how to make a complaint, any right to compensation and any cancellation rights will be provided to you upon request.

IMPORTANT NOTES
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Regulatory Information

• Colchester is an employee-owned firm headquartered in London and has regional offices in New York, Singapore and Dubai and a representative office in 

Sydney, Australia.

• Colchester is authorised and regulated by the Financial Conduct Authority in the United Kingdom. Colchester is also registered with the Securities and

Exchange Commission in the USA and is registered as a Commodity Trading Advisor and Commodity Pool Operator with the Commodity Futures Trading 

Commission.

• Colchester Global Investors (Singapore) Pte. Ltd holds a capital markets services licence in fund management issued by the Monetary Authority of 

Singapore. Colchester Global Investors (Singapore) Pte. Ltd also holds an offshore discretionary investment management services licence issued by the 

Financial Services Commission of Korea.

• Please note the following in respect of Colchester's regulatory status in  Australia:  (i)  neither  Colchester  Global  Investors  Limited  nor Colchester Global 

Investors (Singapore) Pte. Ltd. holds an Australian financial services licence for the provision of certain financial services, and both entities are exempt from 

the requirement to hold an Australian financial services licence under the Corporations Act 2001 (Cwlth) in respect of the financial services Colchester 

provides; (ii) Colchester Global Investors Limited is authorised and regulated by the Financial Conduct Authority of the United Kingdom under UK laws, 

which differ from Australian laws; (iii) Colchester Global Investors (Singapore) Pte. Ltd. is regulated by the Monetary Authority of Singapore under 

Singapore laws, which differ from Australian laws. Therefore, Australian wholesale clients are not necessarily subject to the same types of legal protections 

or remedies that they would enjoy if Colchester was directly subject to the Corporations Act.  Colchester is entitled to offer its financial services in Australia 

pursuant to an exemption from   the requirement to hold an Australian Financial Services Licence under the Corporations Act, on the basis, among other 

things, that the clients are “wholesale clients” within the meaning of the Corporations Act.

• Colchester Global Investors Middle East Limited is regulated by the Dubai Financial Services Authority for the provision of Advising on Financial Products 

and Arranging Deals in Investments.  All communications and services are directed at Professional Clients only.  Persons other than Professional Clients, 

such as Retail Clients, are not the intended recipients of Colchester Global Investors Middle East Limited’s communications or services.  Colchester Global 

Investors Middle East Limited is a company established in the Dubai International Financial Centre (DIFC) pursuant to the DIFC Companies Law with 

registration number CL 3239.

• Colchester Global Investors Limited is licenced as a financial services provider by the Financial Sector Conduct Authority (licence number 43012) in South 

Africa. 

• Colchester Global Investors Inc. is a wholly owned subsidiary of Colchester Global Investors Limited. It is not permitted to provide investment advice or 

otherwise engage in a regulated activity.

THIS DOCUMENT IS INTENDED FOR PROFESSIONAL USE ONLY AND IS NOT FOR PUBLIC DISTRIBUTION. IT MAY CONTAIN INFORMATION THAT IS PRIVILEGED, CONFIDENTIAL OR EXEMPT

FROM DISCLOSURE UNDER APPLICABLE LAW. IF YOU HAVE RECEIVED THIS COMMUNICATION IN ERROR, PLEASE DISREGARD AND DELETE IT AND DO NOT DISSEMINATE THE CONTENTS

TO ANY OTHER PERSON.

THIS DOCUMENT DOES NOT CONSTITUTE A PROSPECTUS OR OFFERING CIRCULAR TO SUBSCRIBE FOR ANY SECURITIES. POTENTIAL INVESTORS MUST REVIEW THE RELEVANT PRODUCT

OFFERING DOCUMENTS OR INVESTMENT MANAGEMENT AGREEMENT, AND IN PARTICULAR, THE RISK DISCLOSURES SET OUT THEREIN.

IMPORTANT NOTES
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CHINA: ECONOMIC GROWTH

Source: World Bank, Colchester Global Investors.

The Chinese Economic Miracle:
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7Please refer to the Important Notes section on pages 2-4.
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• Chinese authorities have taken a number of recent steps to de-regulate their 

domestic bond market and partially open the capital account to allow 

foreign investor inflows.

• China’s government bond market now ranks as the second-largest 

government bond market in the world.

• Dealing in Chinese Government Bonds has remaining challenges, but there 

are opportunities for international investors.

• We will show that China is a credible addition to the local currency 

Emerging Market and Global Bond opportunity sets.

8

CHINESE GOVERNMENT BONDS: MARKET DEVELOPMENT

Please refer to the Important Notes section on pages 2-4.

Source: Bloomberg, Colchester Global Investors.
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CHINESE GOVERNMENT BONDS: INDEX INCLUSION

Bloomberg Barclays Global Aggregate Bond Index added in April 2019. 

Current benchmark weight: 6%.

JP Morgan GBI Emerging Markets Index added in February 2020.  

Maximum benchmark weight: 10%.

FTSE World Government Bond Index expected to be added in October 2021.

Expected benchmark weight: 5.6%.

Please refer to the Important Notes section on pages 2-4.

Source: Bloomberg, JP Morgan, FTSE and Colchester Global Investors.
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CHINESE GOVERNMENT BONDS:  FOREIGN OWNERSHIP

Source: Asian Development Bank, Colchester Global Investors.
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Foreign Ownership of Chinese Government Bonds

Please refer to the Important Notes section on pages 2-4.
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2. Legal Process for Accessing China
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• CIBM or Bond Connect?

• Bond Connect:

• Existing Global Custodian Structure.

• Admission time.

• CIBM:

• Transaction costs.

• Bond Settlement Agent.

• Set-up time and complexity.

• QFII and RQFII.

ROUTES INTO CHINA

12Please refer to the Important Notes section on pages 2-4.

Note:  CIBM is the China Interbank Bond Market; QFII is a Qualified Foreign Institutional Investor; and RQFII is a Renminbi Qualified Foreign 

Institutional Investor.
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• Trading Platform: Tradeweb or Bloomberg?

• Bond Connect Application Forms:

• Content.

• Submission Process – the Bond Connect E-Filing System.

• Timing.

• Bond Connect Linkage Participant – the local custodian.

CHINA:  BOND CONNECT ADMISSION

13Please refer to the Important Notes section on pages 2-4.
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3. Dealing Platforms, Currency and Liquidity Considerations
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CHINESE GOVERNMENT BONDS – ACCESS & LIQUIDITY

15

Accessing Chinese Government Bonds:

• Onshore – CIBM Direct (China Interbank Bond Market).

• Offshore – China Bond Connect.

• Platforms, Settlement Cycles, Trading Hours.

CGB Liquidity:

• Market/Issuance Size.

• Benchmark Issues.

• Participants.

Please refer to the Important Notes section on pages 2-4.
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CHINA:  CURRENCY CONSIDERATIONS & LIQUIDITY

16

CNY:

• Onshore CNY Spot.

• Onshore CNY Forward.

• Offshore CNY NDF.

CNH:

• Offshore CNH Spot.

• Offshore CNH Forward.

Please refer to the Important Notes section on pages 2-4.
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4.  Settlement of Chinese Government Bonds (CGBs)

17
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• China Central Depositary & Clearing Co (“CCDC”) is the depositary.

• The Central Moneymarket Unit of the Hong Kong Monetary Authority 

(“CMU”) acts as the single nominee of all Bond Connect investors and 

holds one omnibus bond account with the CCDC, when trading and 

settling using Bond Connect.

• China Foreign Exchange Trade System (“CFETS”) is the system that 

trades are booked on to - this is where the “CFETS ID” is generated.

• The Bank Settlement Agent (“BSA”) is responsible for overseeing the 

whole settlement process after receiving the trade instruction from the 

Global Custodian when using the China Interbank Bond Market 

(“CIBM”) trading and settlement process.

18

CGB SETTLEMENTS: Overview

Please refer to the Important Notes section on pages 2-4.
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Investment Manager instructs Global Custodian - the counterparty inputs the 

trade into the CFETS system.

Global Custodian passes the trade instruction to the local Sub-Custodian.

Sub-Custodian enters the trade instruction into the CMU system.

CMU passes the trade instruction and CFETS ID to the CCDC.

19

CGB SETTLEMENTS: Bond Connect settlement process #1

Please refer to the Important Notes section on pages 2-4.
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CCDC confirms the CFETS ID and trade details are correct (matching with 

the counterparty trade instruction which is already in CFETS).

CCDC affirms the trade.

Sufficient CNH must be available by 5pm local time on settlement date (this 

is the CCDC cut-off, custodians have earlier funding cut-offs).

Trade settles on settlement date and the Delivery Versus Payment (“DVP”) 

exchange of bonds and cash takes place simultaneously.

20

CGB SETTLEMENTS: Bond Connect settlement process #2

Please refer to the Important Notes section on pages 2-4.
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Investment Manager instructs Global Custodian - the Counterparty inputs the 

trade into the CFETS system.

Global Custodian passes the trade instruction to the BSA.

BSA manually verifies the trade details are correct in the CCDC (matching 

with the counterparty trade instruction which is already in CFETS).

21

CGB SETTLEMENTS: CIBM settlement process #1

Please refer to the Important Notes section on pages 2-4.
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Sufficient CNY must be available by 5pm local time on settlement date (this 

is the CCDC cut-off, custodians have earlier funding cut-offs).

BSA affirms the trade instruction with the CCDC.

Trade settles on settlement date and DVP exchange of bonds and cash takes 

place simultaneously.

BSA verifies trade settlement status in CCDC.

22

CGB SETTLEMENTS: CIBM settlement process #2

Please refer to the Important Notes section on pages 2-4.
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5.  Analysing China
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DEBT AND EXTERNAL 

SUSTAINABILITY ANALYSIS

24

Macroeconomic Analysis

Debt and Fiscal Position

Balance of payments

Net International Investment Position

Governance: e.g. Institutional Strengths

Social: e.g. Human Development Index

Environment:  e.g. Resource Governance

Financial 

Stability Score

Integral part of 

the balance sheet 

assessment since 

inception of the 

firm

Financial Stability Score a function of Macro Balance and ESG factors: 

ESG FACTORS

CHINA:  BALANCE SHEET ANALYSIS

Please refer to the Important Notes section on pages 2-4.
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• China Credit Rating is ‘Stable’: A+ (S&P), A1 (Moody’s), A+ (Fitch).

• Government and Household debt to GDP are relatively low at around 55%

each but corporate debt is high at 149% of GDP. Total non-financial sector

debt is 259% of GDP at the end of 2019.

• Dominated by corporate and quasi-sovereign bonds. The government bond

market amounts to US$13 trillion.

• Commercial banks are the main holders of Chinese government bonds.

CHINA: GOVERNMENT FINANCIAL ANALYSIS

25

Debt Characteristics:

Please refer to the Important Notes section on pages 2-4.

Credit ratings sources:  ratings are the long-term local currency ratings from Standard and Poor’s, Moody’s Investor Service and Fitch Ratings.  Bond 

and GDP data sources: Institute of International Finance, as of end 2019.
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Total Credit to Non-

Financial Corporations

Total Debt increasing, whilst Non-Financial Corporate Debt starting to Reduce:

26

Breakdown of Total China Debt to GDP

Please refer to the Important Notes section on pages 2-4.

Calendar Years
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Total Debt Stock is Dominated by one Sector:

Source: Institute of International Finance.  Note 1: Developed markets are the Group of Seven (G7) countries.  Note 2: Emerging markets are 

defined as those markets in the JPM GBI-EM Global Diversified Index, where data is available. Further details available on request. Data to end of 

March 2020.   
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CHINA: BREAKDOWN OF CORPORATE DEBT BALANCES 

Non-Financial Corporate Debt

Calendar Years

Please refer to the Important Notes section on pages 2-4.
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Financial Risk is Reduced by Issuing Local Debt:
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CHINA: CORPORATE DEBT IN LOCAL CURRENCY

Chinese Non-Financial Corporate Debt

Foreign Currency Local Currency

Please refer to the Important Notes section on pages 2-4.
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Local Currency Issuance Reduces Financial Risk:
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EMERGING MARKETS:  LOCAL AND FOREIGN DEBT 

Local and Foreign Currency Debt 

Source: Institute of International Finance.  Note: Debt includes both Government and Non-Financial Corporate debt, as at end March 2020. 

Please refer to the Important Notes section on pages 2-4.
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CHINA: ESG AND GOVERNANCE

Chinese Governance Indicators are Poor but Improving Over Time:

30

Source: World Bank as of end 2019.

Please refer to the Important Notes section on pages 2-4.
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CHINA:  EXTERNAL FINANCIAL ANAYSIS

Source: IMF.  Note: Percentage of GDP unless stated otherwise. (f) = Forecasts.

31Please refer to the Important Notes section on pages 2-4.

China has Robust External Balances:

2014 2015 2016 2017 2018 2019 2020 (f) 2021 (f)

Current Account Surplus 2.2 2.7 1.8 1.6 0.4 1.0 1.3 0.7

Trade Surplus 4.1 5.1 4.3 4.0 2.9 3.1 2.9 2.7

Imports 17.2 14.0 13.4 14.4 15.1 14.5 14.0 13.5

Exports 21.3 19.1 17.7 18.4 18.0 17.6 16.9 16.2

Services Balance -2.0 -1.9 -2.1 -2.1 -2.2 -2.2 -2.2 -2.2

Net International Investment Position 15.2 14.9 17.4 17.4 15.9 15.6 14.8 13.9

External Debt 17.0 12.3 12.6 14.6 14.8 14.9 14.7 14.4

Short-term external debt 12.5 7.9 7.8 9.1 9.2 9.2 9.0 8.8

Gross International Reserves Position (USDbn) 3,899 3,406 3,098 3,236 3,168 3,167 3,174 3,177 

in months of imports 26 26 25 22 19 18 18 17
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6. China Inflation Outlook & Current Valuations

32Please refer to the Important Notes section on pages 2-4.
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Source:  People’s Bank of China (PBoC).  Note:  Inflation data to end of October 2020 and M2 data is lagged two years.

“Lagged Money Supply” Currently Indicates Lower Future Inflation:

33

China - Money Supply Growth and Inflation 
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Please refer to the Important Notes section on pages 2-4.

5

10

15

20

25

30

35

-2

0

2

4

6

8

10

2007 2010 2013 2016 2019

M2 Lagged 2 Years (rhs)

CHINA: INFLATION DETERMINANTS – MONEY SUPPLY



®

1.7

2.1

2.5

2.9

3.3

3.7

4.1

4.5

0.8

1.2

1.6

2.0

2.4

2.8

3.2

2004 2006 2008 2010 2012 2014 2016 2018 2020

Source: Official data sources. Further details available on request. Data as at end of September 2020.

Calendar Years

Velocity of Money 
C

h
in

a
, 

U
S
, 
U

K
 a

n
d
 J

a
p
a
n
es

e 
V
el

o
ci

ty
 o

f 
M

o
n
ey

E
U

 a
n
d
 A

u
st

ra
li

a
n
 V

el
o
ci

ty
 o

f 
M

o
n
ey

Japan

US

Australia

EU

34

CHINA:  INFLATION OUTLOOK

“Halt” in Activity has Prompted a Decline in Velocity:

Please refer to the Important Notes section on pages 2-4.

China

UK
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Increase in Unemployment Signals “Slack” in the Economy:

35

China – Unemployment and Inflation 
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Please refer to the Important Notes section on pages 2-4.
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Source: National Bureau of Statistics of China and Bloomberg. Data to end October 2020 respectively. Data is smoothed for presentational 

purposes, with the CRB commodity price index has been converted into CNY expressed as the average of the past 6 months, 6 monthly changes.

Lower Commodity Prices Indicate Lower Future Inflation:

36

China – Commodity Prices and Inflation 
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Please refer to the Important Notes section on pages 2-4.

CHINA: INFLATION DETERMINANTS – COMMODITIES
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CHINA: REAL YIELD BOND VALUATIONS

AU Australia CZ Czech Republic ID Indonesia MY Malaysia SG Singapore

CA Canada DK Denmark IL Israel NO Norway TH Thailand

CH Switzerland DE Germany JP Japan NZ New Zealand TW Taiwan

CN China GB United Kingdom KR South Korea PL Poland US United States

CO Colombia HK Hong Kong MX Mexico SE Sweden

Notes: 1. The prospective real yield for the 10 year sector is shown here for representational purposes. Colchester values up the 2, 5, 10 and 20 year sectors of the 

yield curve when valuing a country.  The final portfolio reflects the value on offer in these individual yield curve points.

37Please refer to the Important Notes section on pages 2-4.

Chinese Government Bonds are an Attractive Relative Value Proposition:
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To end of October 2020 Standard deviation from fair value

Chinese Renminbi versus US Dollar Real Exchange Rate

Renminbi Overvalued

Please refer to the Important Notes section on pages 2-4.

CHINA:  CURRENCY VALUATION

Chinese Renminbi is Moderately Undervalued:

Source:  Colchester Global Investors, Central bank CPI and PPI data.  Bloomberg and WM Reuters exchange rates.
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CHINA: REAL EXCHANGE RATE VALUATIONS

AUD Australian Dollar CZK Czech Koruna IDR Indonesian Rupiah MYR Malaysian Ringgit SGD Singapore Dollar

CAD Canadian Dollar DKK Danish Krone ILS Israeli New Shekel NOK Norwegian Krone THB Thai Baht

CHF Swiss Franc EUR Euro JPY Japanese Yen NZD New Zealand Dollar TWD Taiwan Dollar

CNY Chinese Yuan GBP British Pound KRW Korean Won PLN Polish Złoty USD United States Dollar

COP Colombian Peso HKD Hong Kong Dollar MXN Mexican Peso SEK Swedish Krona

Undervalued

Overvalued

Source:  Colchester Global Investors, Central bank CPI and PPI data, to end of October 2020.  Bloomberg and WM Reuters exchange rates.

39Please refer to the Important Notes section on pages 2-4.

Many other Currencies have Better Value than the Renminbi:
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CHINA: LOW CORRELATION TO GLOBAL BOND MARKETS

• China also has low correlation with the FTSE World Government Bond 

Index (WGBI) and with other major bond markets.

Source: FTSE. Note: the WGBI Index is the FTSE World Government Bond Index (WGBI). Data to end October 2020.

40Please refer to the Important Notes section on pages 2-4.

China has Low Correlations in the Global Bond Opportunity Set:
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China 1.00 - - - - - - - - - - - - - - -

USA 0.29 1.00 - - - - - - - - - - - - - -

Eurozone 0.12 0.51 1.00 - - - - - - - - - - - - -

Japan 0.25 0.48 0.49 1.00 - - - - - - - - - - - -

UK 0.27 0.75 0.54 0.44 1.00 - - - - - - - - - - -

Australia 0.22 0.71 0.51 0.40 0.65 1.00 - - - - - - - - - -

New Zealand 0.30 0.69 0.46 0.43 0.65 0.77 1.00 - - - - - - - - -

Canada 0.31 0.83 0.55 0.45 0.74 0.75 0.70 1.00 - - - - - - - -

Norway 0.28 0.71 0.37 0.33 0.66 0.61 0.57 0.69 1.00 - - - - - - -

Sweden 0.22 0.70 0.58 0.44 0.71 0.72 0.64 0.68 0.71 1.00 - - - - - -

Switzerland 0.16 0.64 0.60 0.48 0.65 0.61 0.57 0.68 0.62 0.76 1.00 - - - - -

Malaysia 0.21 0.42 0.38 0.32 0.34 0.27 0.45 0.38 0.22 0.26 0.40 1.00 - - - -

Singapore 0.28 0.72 0.45 0.37 0.56 0.44 0.56 0.60 0.53 0.48 0.50 0.60 1.00 - - -

Poland 0.22 0.41 0.49 0.17 0.40 0.30 0.39 0.40 0.30 0.30 0.30 0.34 0.54 1.00 - -

Mexico 0.24 0.43 0.35 0.28 0.34 0.28 0.36 0.38 0.23 0.19 0.25 0.40 0.54 0.52 1.00 -

WGBI Index 0.27 0.87 0.84 0.67 0.80 0.72 0.69 0.81 0.64 0.75 0.73 0.47 0.67 0.50 0.46 1.00
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CHINA: LOW CORRELATIONS TO EMERGING MARKETS

• China exhibits low correlation with the JPM GBI-EM Global Diversified, as 

well as low correlations with major Emerging Market countries.

Source: JP Morgan.  Note: the GBI-EM GD is the JP Morgan GBI-EM Global Diversified Index.  Data to end October 2020. 

41Please refer to the Important Notes section on pages 2-4.

China has Low Correlations in the Emerging Market Opportunity Set:
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China 1.00 - - - - - - - - - - -

Brazil 0.18 1.00 - - - - - - - - - -

Mexico 0.24 0.40 1.00 - - - - - - - - -

Indonesia 0.16 0.46 0.51 1.00 - - - - - - - -

Thailand 0.31 0.38 0.52 0.44 1.00 - - - - - - -

Poland 0.22 0.34 0.52 0.50 0.41 1.00 - - - - - -

South Africa 0.07 0.50 0.55 0.57 0.47 0.45 1.00 - - - - -

Russia 0.06 0.26 0.22 0.17 0.17 0.25 0.25 1.00 - - - -

Colombia 0.09 0.49 0.57 0.62 0.43 0.43 0.64 0.37 1.00 - - -

Malaysia 0.21 0.33 0.40 0.50 0.56 0.34 0.46 0.30 0.42 1.00 - -

Hungary 0.07 0.26 0.44 0.39 0.39 0.50 0.47 0.20 0.37 0.29 1.00 -

GBI-EM GD 0.23 0.68 0.74 0.78 0.63 0.66 0.80 0.43 0.77 0.60 0.59 1.00



®

Chinese Bond Market Surprisingly Defensive to Equities:

CHINA:  A DEFENSIVE MARKET

42Please refer to the Important Notes section on pages 2-4.

Source: FTSE World Government Bond Index, MSCI All Country World Index and JP Morgan GBI-EM China Index.

Correlation of Monthly Returns:     MSCI Equity Index v’s Global Bond Markets

FTSE 

WGBI

US Germany Japan UK China

15 years to Oct 2020 -0.26 -0.37 -0.33 -0.20 -0.23 -0.19

5 years to Oct 2020 -0.27 -0.45 -0.19 -0.15 -0.24 -0.24

3 years to Oct 2020 -0.27 -0.46 -0.17 -0.06 -0.30 -0.25
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7. Conclusions

43Please refer to the Important Notes section on pages 2-4.
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• China is opening its government bond market to foreign investors.

• Access to the local market has been challenging but is becoming 

gradually easier for investors to navigate the legal and operational 

hurdles.

• Once operational and dealing platforms are set up, our dealing 

experience and market liquidity has been very positive.

• Financial stability and ESG factors are improving in China and bond 

and currency valuations are moderately attractive.

• China government bonds have low correlations to other government 

bond markets and are defensive at times of market stress.

CHINA: CONCLUSIONS  

44Please refer to the Important Notes section on pages 2-4.
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45Please refer to the Important Notes section on pages 2-4.

Please send your queries to

MarketingClientService@colchesterglobal.com

Thanks for joining us today.

mailto:MarketingClientService@colchesterglobal.com

