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Summary
 The Chinese markets saw a long overdue

correction, triggered by spike in US yields,
concerns over China tightening and increasing
regulations on China techs.

 Cyclical and structural factors are in place to
drive the uptrend of domestic A-shares, Hong
Kong-listed China equities, and select quality
tech companies. Weaknesses are good buying
opportunities.

 Longer term US treasury yields should look to
stabilize with volatility subsiding, which may
be beneficial for risk assets.

China: A long overdue correction 
eventually arrived
We mentioned in early February that the market
looked overbought and complacent, as a
correction looked long overdue. The recent
correction since then did not come as a surprise to
us. Concerns over spike in US yields, tighter China
liquidity conditions, tightening in China’s
property sector, and the anti-trust rules targeting
China’s tech giants all served as triggers of the
recent drawdown.

Re-Entering The Dragon

The onshore A-share market, which is largely
driven by retail investors, could be even more
volatile. This is the major correction for the CSI
300 Index (-15%) since its rebound from March
2020 lows (+59%). Historical corrections in A-
shares tend to take 2-3 months with over 15%
drawdowns. We do not expect significant
downside from here on, but the consolidation
may take some time with turnover to shrink
further in coming weeks. As the domestic stock
market is more sentiment-driven, new catalysts
are required to boost confidence.

Some areas that worth closely watching are: (1)
economic data particularly credit data, (2)
upcoming earnings results, and (3) any soothing
comments from the PBoC.
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No aggressive tightening as no
aggressive easing to begin with
China’s economic and earnings fundamentals are
expected to continue to improve. There is still a
lot of pent up demand to be released going
forward, especially in private sector capital
spending and household consumption. The PBoC
stressed that there will be no sharp U-turn in
monetary policy. In the recent National People’s
Congress (NPC), one of the key economic targets is
for M2 and credit growth to move in line with
nominal GDP growth (our estimate is 11-12%,
down slightly from 13% last year) to stabilize the
debt to GDP ratio.

Unlike many other countries, China did not
embark on super easing during the Covid crisis.
Hence, the ongoing policy normalization as the
economy is recovering with no inflationary threat
at the moment would be gradual. However, there
are exceptions in areas such as the property
sector where the government is concerned about
a bubble (administrative measures have been
used rather than macro tightening) and some
other areas in shadow banking where the
government would allow some non-profitable
SOEs to default on their onshore bonds in an
attempt to break moral hazard.

Source: Bloomberg, BNP Paribas (WM), 7 April 2021
Past performance is not indicative of  current and future 

performance 

CHINA 10-YEAR GOVERNMENT BOND YIELDS 
& 7-DAY SHIBOR HAVE BEEN STEADY
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There are also no signs of tightening in China’s
monetary conditions. Despite the sharp spike in
US yields, China’s government bond yields and
interbank rates have stayed steady. The 7-day

Source: Bloomberg, BNP Paribas (WM), 7 April 2021
Past performance is not indicative of  current and future 

performance 

HANG SENG TECH INDEX FORWARD 
PE RATIO BECOMING ATTRACTIVE
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SHIBOR rate, widely viewed as one of the PBoC’s
policy reference benchmarks in its interest-rate
corridor operations, has eased considerably after
the Lunar New Year holiday.

A lot of negative newflows have
been priced in China techs
We downgraded Asian tech sector from positive to
neutral in early February after the spectacular
rally, and we will look for opportunities to upgrade
the sector again. While further anti-trust
regulatory guidelines to rein in powerful internet
platforms is not ruled out in the near term, we
believe that the Chinese authorities are not aiming
to curb the development of internet companies or
fully breaking them up given that the platforms
bring innovation and digitalization to the overall
economy. This is one of the top priorities that had
been reiterated during the latest NPC. We believe
the aim is to shape a more balanced and
competitive landscape to achieve a more
sustainable growth.

We believe that the risk has been increasingly
priced in, and revenue impact on the sector as a
whole should be manageable. Hence, the deep
corrections offer good re-entry points for medium-
term investors to accumulate selected, high quality
tech names in tranches, particularly in grocery e-
Commerce/food delivery, mobile gaming, online
entertainment, online travel agency and
advertising.
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Source: Bloomberg, BNP Paribas (WM), 7 April 2021
Past performance is not indicative of  current and future 
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CONCLUSION
Cyclical and structural factors are in place to drive the uptrend of domestic A-shares, Hong Kong-
listed China equities, and select high quality tech companies. Also, US longer term treasury yields 
may look to stabilize before a gradual climb upwards, which will be beneficial for risky assets. 
Any weaknesses represents good buying opportunities to re-enter the Dragon!

US 10Y Treasury Yield
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Increasing “new economy” stocks
to drive inflows to Hong Kong
Following the inclusion of some “new economy”
stocks in the Hang Seng Index (HSI) and the launch
of Hang Seng Tech Index last year, which drove
significant inflows into the HK stock markets, Hang
Seng announced recently the proposed
enhancements to the HSI which would further
increase weighting to “new economy” sectors (IT,
consumer and healthcare) from 44.5% to 52.4%.
Some key changes are: (1) to increase the number
of constituents from 55 at present to 80 by mid-
2022 and to 100 ultimately; (2) to expand
representation to 7 industry groups; (3) to shorten
inclusion of new listings to 3 months. Overall,
these changes not only would attract more
advanced companies to listed in HK, but also
engage more global asset allocators to track HSI. In
addition to the continued “Homecoming” theme
with the China ADRs listed in the US returning to
HK for secondary listings, we expect significant
inflows into HK stock market in the years to come
(Hong Kong has seen 30th consecutive week of
foreign net inflows as of end-Mar 2021).

Longer-term US yields could
stabilize before an orderly rise
We have been long the reflation theme since last
September given our view on the vaccine coming
earlier than market expectations. So far this year
there has been a faster than expected roll-out of
the vaccine in the US, $1.9 trillion additional fiscal
stimulus, and continued loose financial conditions
creating a sweet spot for US economic growth. As a
result, we have upgraded US GDP assumption to
6.9% for 2021, which is above consensus. We are
also above consensus for global economic growth.

The rise in US treasury was one of the causes of the
correction in China equities, but also a moderate,

temporary correction globally, as investors feared
inflation and overstimulation of the economy.
Clearly, the sudden sell down in US 10-year
treasury note may have been overdone, which has
now triggered some systematic buy signals.

We recognise the improved outlook for both
growth and inflation in the US. However, we
believe there is sufficient labour slack, as broader
measure of unemployment, the U-6
unemployment rate is still 10.7%. In addition,
inflation will be largely transitory in nature, rising
to 2.5% in 2021 before falling back to 2.2% in 2022.

We forecast the UST 10Y yield reaching 2% in 12
months time. We anticipate the Fed’s
announcement of the reduction in asset purchases
in 4Q21 with implementation in 2Q22 and a first
rate hike in 3Q23.

Yields could stabilise in the near term as volatility
subsides, before a more orderly rise going forward,
which may prove to be a robust environment for
risk assets.
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GDP & CPI Forecasts

GDP (YoY%) CPI (YoY%)
2020 2021f 2022f 2020 2021f 2022f

Global -3.2 6.1 4.4 - - -

De
ve

lo
pe

d US -3.5 6.9 4.7 1.2 2.5 2.2
Japan -4.8 3.0 2.3 0.0 -0.3 0.0
Eurozone -6.8 4.2 5.0 0.3 1.7 1.4
UK -10.2 6.1 6.0 0.9 1.4 2.1

Developing Asia -5.3 8.8 4.1 3.8 3.3 3.4

No
rt

h 
As

ia China 2.3 9.2 5.3 2.5 1.8 2.8
Hong Kong* -6.1 4.3 3.8 0.3 1.4 1.9
South Korea -1.0 3.5 3.0 0.5 1.4 1.3
Taiwan* 3.1 4.7 3.0 -0.2 0.9 1.2

So
ut

h 
As

ia

India -7.2 12.5 4.1 6.2 4.9 4.6
Indonesia -2.1 4.2 4.6 2.0 1.6 2.1
Malaysia -5.6 5.0 4.3 -1.1 1.0 0.5
Philippines* -9.5 6.9 6.5 2.6 3.4 3.0
Singapore* -5.4 5.2 3.2 -2.0 0.2 0.8
Thailand -6.2 3.2 4.0 -0.8 0.4 0.3

Source: BNP Paribas Group Economic Research, BNP Paribas Global Markets forecasts as of 7 April 2021
* IMF data and forecasts as of 7 April 2021

 In the US, vaccination progress and
fiscal support should ‘turbo charge’
growth in 2021/22. We have revised
up US GDP growth to 6.9% for 2021
and 4.7% for 2022.

 Even if the vaccination process is
slower than expected in Europe in Q1
due to the lack of deliveries from Astra
Zeneca, we can expect a sharp
recovery during Q2/Q3.

 Our inflation forecasts have been
increased for 2021 & 2022. As
vaccination is accelerating, inflation
should rise very gradually to levels
consistent with central banks’ targets.

 In the US, a surge in inflation in Q2/Q3 is
likely to fade before reheating in H2
2022.

GROWTH INFLATION
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Equity

1-month 
(%) YTD (%) 2020 (%) Forward 

PE (x)
Trailing 
PB (x)

Dividend 
Yield (%) 

2021f

EPS 
Growth 

(%) 2021f

EPS 
Growth  

(%) 2022f

ROE (%) 
2021f

De
ve

lo
pe

d US 3.6 5.1 19.2 22.0 4.3 1.9 24.8 14.0 27.2
Japan 4.1 7.9 6.6 17.5 1.6 1.9 4.4 32.7 6.9
Eurozone 6.5 8.7 -2.7 17.5 1.8 2.4 37.2 17.8 7.8
UK 3.4 4.1 -16.1 13.3 1.7 3.4 50.6 11.6 7.3

Asia Ex-Japan -2.7 2.5 22.5 16.3 2.0 2.4 28.9 16.8 11.1

No
rt

h 
As

ia China -6.0 -0.2 25.9 15.8 2.2 2.7 18.3 17.5 10.8
Hong Kong 0.2 7.1 2.1 17.4 1.4 2.6 33.2 11.9 8.5
South Korea 0.8 5.1 34.0 13.3 1.3 2.4 56.2 23.3 12.4
Taiwan 1.8 12.4 28.6 18.0 2.8 2.4 19.8 10.5 16.9

So
ut

h 
As

ia

India 1.7 5.0 16.8 22.3 3.5 1.2 34.7 18.3 13.5
Indonesia -4.6 -4.7 -9.5 16.2 2.5 2.7 28.5 21.8 14.4
Malaysia -1.0 -4.4 -1.7 14.0 1.7 3.0 90.8 -6.3 11.7
Philippines -5.0 -10.0 -9.7 16.2 1.7 1.6 51.4 22.6 8.3
Singapore 6.2 10.6 -12.8 14.7 1.2 3.1 43.7 16.1 8.1
Thailand 5.6 7.9 -13.9 18.8 2.0 2.2 47.0 18.6 8.3

Source: MSCI indices in local currency terms, Bloomberg, Datastream, BNP Paribas (WM), as of 31 March 2021

OVERALL GLOBAL: POSITIVE OVERALL ASIA: POSITIVE 

COUNTRY 

Eurozone
Emerging Mkt

Japan
UK

US -

SECTOR

Materials
Industrials
Real Estate
Financials

Consu. Discre.
Healthcare
Technology 

Energy
Communications 

(Comms)

Consumer
Staples

(Consu. Sta.)
Utilities

COUNTRY 

China, Taiwan
Singapore

South Korea
India, Indonesia

Thailand
Malaysia

Philippines
-

SECTOR

Materials
Industrials

Consu. Discre.
Real Estate

Comms
Consu. Sta.
Healthcare

Energy
Technology

Financials
Utilities

 Steeper yield curve can coexist with higher
equities: The three key drivers for equities have
not changed: 1) Plentiful liquidity thanks to
central banks and governments, 2) negative
long-term real yields underpinning valuations
and 3) strong rebound in earnings momentum
for 2021 and 2022. Earnings momentum favours
value, reopening plays.

POSITIVE NEUTRAL NEGATIVE

 UK equities remain a strategic choice: The
depressed valuation of UK equities, combined
with early April reopening of the consumer
economy and a cyclical value bias make this a
key positive regional view.

 Favour semiconductors: Strong order demand
combined with supply disruption at key auto
chip supplier support this tech subsector.

INVESTMENT NAVIGATOR – ASIA EDITION: APRIL 2021 
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Total Return (%) Yield-to-
Worst (%)1-Month 2020 2019

As
ia

Asia USD Bond -1.0 5.3 7.3 2.8
Asia Local Currency Bond -3.2 1.4 9.2 3.3
China -0.9 4.9 6.1 3.3
Hong Kong -0.8 6.7 8.0 2.3
India -0.8 6.6 6.7 3.5
Indonesia -0.7 5.5 9.8 3.1
Singapore -0.9 4.9 6.9 2.1
South Korea -0.7 5.7 6.9 1.3
Philippines -1.1 3.6 7.4 2.5

Ot
he

r
Re

gi
on

s

US 10-year Treasuries -1.3 3.9 8.7 1.7
US Investment Grades (IG) -1.2 3.9 7.5 1.6
US High Yield (HY) 0.1 8.0 7.1 4.2
Emerging Market USD Bond -0.8 5.2 6.8 3.5

Source: Barclays indices, Bloomberg, BNP Paribas (WM) as of 31 March 2021

US Treasury 
12-month 

Yield Targets (%)

2Y 5Y 10Y 30Y

0.4 1.0 2.0 2.6

 Although the Fed has revised its economic
projections upward, it does not see any imminent
tapering and does not plan to raise rates in the next
two years. We anticipate the announcement of
the reduction in asset purchases in 4Q21 with
implementation in 2Q22 and a first rate hike in
3Q23.

 Long-term rates could stabilise in the very short-
term. In the medium term, the bear market for
government bonds remains intact. We have
revised up our 12-month US Treasury 10-year
yield target to 2%.

 Stay positive on EM/Asian bonds in hard & local
currency, assuming that the bulk of the sharp rise
in real yields has probably already taken place.
Also, EM/Asian currencies should appreciate in the
medium-term. Inflation fears appear overdone.

 Have upgraded China credit to positive: given the
much more reasonable valuations now, we have
turned positive and view Q2 as a good bottom
fishing opportunity for credits with good liquidity
buffers and an improving credit story.

OVERALL GLOBAL: NEGATIVE OVERALL ASIA (USD): NEUTRAL 

Short-term UST 
Invest. Grade

EMD (LC)
EMD (HC)

High Yield Long-term UST
German govies

Hong Kong
China

India
Philippines
South Korea

Indonesia

-

POSITIVE NEUTRAL NEGATIVE
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EUR
AUD

USD
CNY
TWD
PHP

Forex Forecasts
Spot 3-month 12-month

As of 31 Mar 2021 View Target View Target

De
ve

lo
pe

d

USD Index* 93.23 = 91.7 = 88.9
Japan 110.5 = 111 = 111
Eurozone 1.175 + 1.20 + 1.25
UK 1.380 = 1.40 + 1.45
Australia 0.762 = 0.76 + 0.80
New Zealand 0.699 + 0.72 + 0.75
Canada 1.257 = 1.25 = 1.25

As
ia

 E
x-

Ja
pa

n

China 6.555 = 6.60 = 6.50
Hong Kong* 7.774 = 7.76 = 7.75
South Korea* 1,132 = 1,145 = 1,100
Taiwan* 28.53 = 29.1 = 28.9
India 73.11 - 75.0 - 75.0
Indonesia* 14,525 = 14,600 = 14,600
Malaysia* 4.147 = 4.12 = 4.08
Philippines* 48.54 = 48.7 = 48.9
Singapore* 1.344 = 1.36 = 1.31
Thailand* 31.25 = 32.10 = 31.80

Source: BNP Paribas (WM) as of 31 March 2021
*BNP Paribas Global Markets forecast as of 31 March 2021

Note: + Positve /  = Neutral /  - Negative

12-MONTH FOREX VIEW

March saw the greenback performing very well
across the board. Rising Treasury yields and the
positive domestic developments in the US
contrast strongly with most other countries.
However, we expect the EUR/USD to get back on
track in the near-term and keep our targets at
1.20 and 1.25 over the next 3 and 12 months.

JPY is likely to remain under pressure in the
coming months due to reduced safe-haven
demand amid a global growth recovery and
further widening yield differentials with the US.
We have adjusted our 3- and 12-month
USD/JPY targets to 111 (from 104 and 102,
respectively).

GOLD: Further weakness below $1700/oz should
offer buying opportunities. It is just a matter of
time before inflation fears, worries of
excessive money printing, negative real
interest rates and a resumption of dollar
weakness propel gold prices back to $2000 or
above. We expect central banks to prevent long
term yields to rise too fast and too high.

OIL: Saudi Arabia’s decision to extend its 1
million barrels/day production cut in April and
OPEC+ to keep their quotas unchanged left the
total production restraints in excess of 7 million
barrels/day. We expect Brent to trade in the
range $55-65 in 2021 and higher after.

COMMODITIES

Gold, 
Base metal Oil -

POSITIVE NEUTRAL NEGATIVE

INRGBP
NZD

JPY
HKD
IDR
SGD

CAD
KRW
MYR
THB
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Strategic & Tactical Asset Allocation

INVESTMENT PROFILE: BALANCED

STRATEGIC 
ASSET 

ALLOCATION
TACTICAL 

POSITIONING

THIS MONTH’S 
TACTICAL ASSET 

ALLOCATION

FIXED INCOME

EQUITIES

ALTERNATIVES

LIQUIDITY

INVESTMENT PROFILE: DYNAMIC

STRATEGIC 
ASSET 

ALLOCATION
TACTICAL 

POSITIONING

THIS MONTH’S 
TACTICAL ASSET 

ALLOCATION

FIXED INCOME

EQUITIES

ALTERNATIVES

LIQUIDITY

INVESTMENT PROFILE: VERY DYNAMIC

STRATEGIC 
ASSET 

ALLOCATION
TACTICAL 

POSITIONING

THIS MONTH’S 
TACTICAL ASSET 

ALLOCATION

FIXED INCOME

EQUITIES

ALTERNATIVES

LIQUIDITY

Source: MyAdvisory, as of 7 April 2021
The above is for illustration purpose only and is subject to change from time to time.

OUR TACTICAL ASSET ALLOCATION IS BASED ON OUR CIO’S ASSET ALLOCATION VIEWS. 

50% -5% 45%

30% 5% 35%

10% - 10%

10% - 10%

20% -8% 12%

65% 7% 72%

15% 1% 16%

0% - 0%

35% -6% 29%

45% 5% 50%

15% 1% 16%

5% - 5%
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be passed on to any such persons. Some products or
transactions described in this document may not be
authorised in Singapore and may not be available to
Singapore investors.
Save to the extent provided otherwise in Clause 6.5 of
the T&Cs applicable to your account, information in
this document is for general circulation to the intended
recipients only and is not intended to be a
recommendation or investment advice to recipients
hereof. A recipient of this document should seek advice
from its/his/her own professional adviser regarding
the suitability of the products or transactions (taking
into account the recipient's specific investment
objectives, financial situation and particular needs) as
well as the risks involved in such products or
transactions before a commitment to purchase or enter
into any product or transaction is made.
Please note that this document may relate to a product
or products where BNP Paribas is issuer, and in such
instance this document or certain information
contained therein may have been prepared by BNP
Paribas in its capacity as product issuer (“Issuer
Document”). Where an Issuer Document is provided to
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you by BNP Paribas, acting through its Hong Kong
branch or BNP Paribas, acting through its Singapore
branch in its capacity as distributor, it shall also be
subject to Clause 6.5 of the T&Cs. To the extent that
there are any inconsistency between the terms of an
Issuer Document and Clause 6.5 of the T&Cs, the latter
shall prevail. Generally, please take note that various
potential and actual conflicts of interest may arise
from the overall investment activities or the roles of
the parties involved in any investment product or
transaction, their investment professionals and/or
their affiliates. In particular, the counterparty / issuer
/ provider or its related entities or affiliates can offer
or manage other investments which interests may be
different to the interest of your investments in that
investment product or transaction; or for cases where
the product counterparty or issuer is BNP Paribas or its
related entity or affiliate, BNP Paribas may also act as
distributor, guarantor, calculation agent and/or
arranger of the same product.
BNP Paribas and its affiliates and persons associated or
connected with it (collectively "BNP Paribas Group")
may make a market in, or may, as principal or agent,
buy or sell securities mentioned in this document or
derivatives thereon.
BNP Paribas Group, including its officers and
employees may serve or have served as an officer,
director or in an advisory capacity for any issuer
mentioned in this document. BNP Paribas Group may,
from time to time, solicit, perform or have performed
investment banking, underwriting or other services
(including acting as adviser, manager, underwriter or
lender) within the last 12 months for any issuer
referred to in this document. BNP Paribas Group may,
to the extent permitted by law, have acted upon or
used the information contained herein, or the research
or analysis on which it was based, before its
publication. Members of the BNP Paribas Group may

face possible conflicts of interest in connection with
certain duties under structured products. For example,
it and its affiliates may trade an underlying for their
own account or for the account of others. It or its
affiliates may receive a portion of the management or
other fees charged with any of the underlyings. BNP
Paribas may offer other services to entities associated
with an underlying, for which they may be
remunerated. All of these activities may result in
conflicts of interest with respect to certain financial
interests of BNP Paribas.
Where this document includes a reference to real
estate, please note that real estate service offered in
Hong Kong by BNP Paribas, acting through its Hong
Kong branch exclusively relates to real estate
properties outside Hong Kong. Specifically, BNP
Paribas, acting through its Hong Kong branch is not
licensed to deal with any real estate property situated
in Hong Kong. BNP Paribas, acting through its
Singapore branch is not licensed to and does not offer
real estate service, and nothing herein should be
construed as such.
By accepting this document, you agree to be bound by
the foregoing limitations. In case there is a Chinese
version and there is any ambiguity or difference of
meaning between the English version and the Chinese
versions, the English version shall prevail. In respect
of any transactions or arrangement with BNP Paribas,
acting through its Singapore branch, the English
version is the only operative version and the Chinese
version shall be disregarded.
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