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Investor concerns about COVID-19 are being clouded by 
escalating US-China tensions being played out in several areas.  

We have reiterated that US-China tensions are likely going to 
be around for a long time and these have now moved beyond 
trade to technology, capital markets and more.  

In addition, it is not unusual to expect the current US 
administration to be tough towards China in the run-up to the 
US elections in November. 

These are our views on the issues at the centre of the 
escalations. 

Delisting of Chinese companies 

This has been discussed a few times previously and the 
Equitable Act was a subject of debate last year too.  

We think this is a manageable risk as, even if it were to go 
ahead, it would take a few years to be implemented, and 
companies have time to react. 

A. Worst case scenario: Chinese companies do get 
delisted after three years of non-compliance. By then, 
most of the American Depositary Receipt (ADRs) 
should be able to list in Hong Kong.  

Hong Kong would benefit from increased flows. 
Alibaba has already listed in Hong Kong last year, in 
addition to their ADR share class in the US, and other 
companies are preparing similar plans.  

While this might mean that a subset of US investors 
might no longer be able to buy these stocks – 
southbound investors from China would now have 
access to them through the Stock Connect programs. 

B. Best case scenario: this is more of a national 
security and disclosure issue and an agreement can 
be reached between the US Securities and Exchange 
Commission and the China Securities Regulatory 
Commission (CSRC) on audit procedures.   

  

 

 

 

China's approval of the Hong Kong national security law 

This has prompted the US State Department to  state that they 
no longer consider Hong Kong as autonomous from China.  

We believe that Hong Kong will remain an important financial 
centre for China, perhaps even more so with the recent news 
flow around the potential delisting of Chinese companies in 
the US.  

Hence we continue to see more Chinese companies with ADRs 
exploring plans to list in Hong Kong.  

The Stock Connect programs too are an important component 
of China's financial liberalization, and route to access foreign 
capital, and we do not foresee these market access 
mechanisms being impacted.  

Geopolitical risks are an ever present reality of investing in 
Emerging Markets.  

However in the long run most geopolitical events have proven 
not to have any meaningful lasting impact on markets beyond 
the short term.  

That is not to say that none do however – and the trade and 
tech related conflict between the US and China is certainly a 
major risk factor that we need to monitor.  

We continuously  assess the situation to manage the macro 
risks in our portfolios and  make changes as required.  

Our  focus remains on identifying quality companies that can 
withstand difficult times and outperform the market and their 
peers over the long term.  

Given the inefficiencies and alpha opportunities present in 
Emerging Markets and China, we believe that such an 
approach should produce strong returns for investors over the 
long-term, as it has done in the past. 

 
 

 

 

 



Page 2 of 2 

For information purposes by UBS. For professional / qualified / institutional clients and investors only.  
Published June 2020 
 
This document does not replace portfolio and fund-specific materials. Commentary is at a macro or strategy level and is not with reference to any 
registered or other mutual fund.
 
Americas 
The views expressed are a general guide to the views of UBS Asset 
Management as of June 2020. The information contained herein should 
not be considered a recommendation to purchase or sell securities or any 
particular strategy or fund. Commentary is at a macro level and is not with 
reference to any investment strategy, product or fund offered by UBS Asset 
Management. The information contained herein does not constitute 
investment research, has not been prepared in line with the requirements 
of any jurisdiction designed to promote the independence of investment 
research and is not subject to any prohibition on dealing ahead of the 
dissemination of investment research. The information and opinions 
contained in this document have been compiled or arrived at based upon 
information obtained from sources believed to be reliable and in good 
faith. All such information and opinions are subject to change without 
notice. Care has been taken to ensure its accuracy but no responsibility is 
accepted for any errors or omissions herein. A number of the comments in 
this document are based on current expectations and are considered 
“forward-looking statements". Actual future results, however, may prove 
to be different from expectations. The opinions expressed are a reflection 
of UBS Asset Management’s best judgment at the time this document was 
compiled, and any obligation to update or alter forward-looking 
statements as a result of new information, future events or otherwise is 
disclaimed. Furthermore, these views are not intended to predict or 
guarantee the future performance of any individual security, asset class or 
market generally, nor are they intended to predict the future performance 
of any UBS Asset Management account, portfolio or fund. 
 
EMEA 
The information and opinions contained in this document have been 
compiled or arrived at based upon information obtained from sources 
believed to be reliable and in good faith, but is not guaranteed as being 
accurate, nor is it a complete statement or summary of the securities, 
markets or developments referred to in the document. UBS AG and / or 
other members of the UBS Group may have a position in and may make a 
purchase and / or sale of any of the securities or other financial instruments 
mentioned in this document. 
 
Before investing in a product please read the latest prospectus carefully 
and thoroughly. Units of UBS funds mentioned herein may not be eligible 
for sale in all jurisdictions or to certain categories of investors and may not 
be offered, sold or delivered in the United States. The information 
mentioned herein is not intended to be construed as a solicitation or an 
offer to buy or sell any securities or related financial instruments. Past 
performance is not a reliable indicator of future results. The performance 
shown does not take account of any commissions and costs charged when 
subscribing to and redeeming units. Commissions and costs have a 
negative impact on performance. If the currency of a financial product or 
financial service is different from your reference currency, the return can 
increase or decrease as a result of currency fluctuations. This information 
pays no regard to the specific or future investment objectives, financial or 
tax situation or particular needs of any specific recipient. 
 
The details and opinions contained in this document are provided by UBS 
without any guarantee or warranty and are for the recipient's personal use 
and information purposes only. This document may not be reproduced, 
redistributed or republished for any purpose without the written 
permission of UBS AG. 
 

This document contains statements that constitute “forward-looking 
statements”, including, but not limited to, statements relating to our 
future business development. While these forward-looking statements 
represent our judgments and future expectations concerning the 
development of our business, a number of risks, uncertainties and other 
important factors could cause actual developments and results to differ 
materially from our expectations. 
 
UK 
Issued in the UK by UBS Asset Management (UK) Ltd. Authorised and 
regulated by the Financial Conduct Authority. 
 
APAC 
This document and its contents have not been reviewed by, delivered to or 
registered with any regulatory or other relevant authority in APAC. This 
document is for informational purposes and should not be construed as an 
offer or invitation to the public, direct or indirect, to buy or sell securities. 
This document is intended for limited distribution and only to the extent 
permitted under applicable laws in your jurisdiction. No representations are 
made with respect to the eligibility of any recipients of this document to 
acquire interests in securities under the laws of your jurisdiction. 
 
Using, copying, redistributing or republishing any part of this document 
without prior written permission from UBS Asset Management is 
prohibited. Any statements made regarding investment performance 
objectives, risk and/or return targets shall not constitute a representation or 
warranty that such objectives or expectations will be achieved or risks are 
fully disclosed. The information and opinions contained in this document is 
based upon information obtained from sources believed to be reliable and 
in good faith but no responsibility is accepted for any misrepresentation, 
errors or omissions. All such information and opinions are subject to 
change without notice. A number of comments in this document are based 
on current expectations and are considered “forward-looking statements”. 
Actual future results may prove to be different from expectations and any 
unforeseen risk or event may arise in the future. The opinions expressed 
are a reflection of UBS Asset Management’s judgment at the time this 
document is compiled and any obligation to update or alter forward-
looking statements as a result of new information, future events, or 
otherwise is disclaimed. 
 
You are advised to exercise caution in relation to this document. The 
information in this document does not constitute advice and does not take 
into consideration your investment objectives, legal, financial or tax 
situation or particular needs in any other respect. Investors should be 
aware that past performance of investment is not necessarily indicative of 
future performance. Potential for profit is accompanied by possibility of 
loss. If you are in any doubt about any of the contents of this document, 
you should obtain independent professional advice. 
 
Australia 
This document is provided by UBS Asset Management (Australia) Ltd, ABN 
31 003 146 290 and AFS License No. 222605. 
 
Source for all data and charts (if not indicated otherwise): UBS Asset 
Management 
 
© UBS 2020. The key symbol and UBS are among the registered and 
unregistered trademarks of UBS. All rights reserved. 

 
 
 
 
 
 
 
 
Follow us on LinkedIn  
 
© UBS 2020. All rights reserved. 
www.ubs.com/am 

http://www.ubs.com/am-linkedin

