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On November 30, Projit Chatterjee, Senior Investment Specialist, Global EM and Asia, moderated a conver-
sation with Shou-Pin Choo, PM Asia Equities and IT Sector Analyst, Princy Singh, Consumer Sector Analyst, 
and Cui Cui, Healthcare Sector Analyst. They discussed the playbook for Asia equities in the new world.

Asia: Current issues and trends
– Our investment approach has not changed, despite the 

external challenges of the last two years.
– We are looking for good companies, at the right valuation 

that we can invest in long-term. Asia provides a lot of 
opportunities.

– The long-term drivers of growth in Asia have not changed. 
This region will still be a key engine of economic performance 
for the world going forward.

– Demographics continue to be in our favor. The quality of 
companies is improving, as is the quality of growth. And many 
sectors are still under-penetrated.

– As investors, we are always analyzing data, looking at the 
changes in the world and seeing how they affect our portfoli-
os.

– After the negative economic impact of COVID-19, we are 
looking at the size of the economic recovery and the impact 
of reopening as this region gets the virus under control.

Sector and country considerations
– Within the technology sector, we’re examining whether the 

drivers of demand are still there, and how much of the 
demand is sustainable. With supply chain concerns, we’re 
assessing whether the cycle is peaking.

– In China, the key issue is regulation. We’re scrutinizing how 
the new regulations are affecting the attractiveness of the 
industries and companies we’re investing in.

– Some industries in China that previously were attractive have 
become less attractive due to the new regulations.

– In manufacturing, the world had been very efficient for many 
years. Suddenly COVID changed things. Manufacturing did 
not react quickly enough, particularly the automotive industry.

– Companies have moved from “just in time” to having “just 
enough.” Now they are adopting a “just in case” mindset.

– The world has changed. We have to make sense of it, and 
understand how much of the change is permanent.

The consumer trend in Asia
– While it’s clear that China offers significant opportunities in 

the consumer space, we’re also looking at the opportunity set 
outside of China. We’re considering how India, Indonesia and 
Southeast Asia are grappling with the pandemic.

– The COVID-induced slowdowns are proving to be transient. 
India is back to 100% mobility. We are seeing a strong 
rebound in consumption demand.

– We believe that as other markets like Indonesia and the 
Philippines open up, demand rebound should be strong as 
well.

– As selected markets see their income levels converge with 
China’s, we should see similar trends play out, such as 
increased discretionary consumption and premiumization.

– The demographics in India and Indonesia are highly favorable. 
The median age is 28-29 years, while in China it is close to 
38-39 years. We see strong long-term drivers of consumer 
demand that should play out over the next 5-10 years in these 
markets.

– For example, air conditioners have a penetration of 120% in 
China. That means there are 1.2 air conditioners, on average, 
in every Chinese household. In India, air conditioner penetra-
tion is less than 10%.

– Similarly, e-commerce penetration in India is still in its infancy, 
while China is highly penetrated in many areas of consump-
tion.

– Premiumization is also a big theme as more households move 
into the middle class and begin to demand better-quality 
products. We’ve seen that play out in many categories in 
China, and there’s no reason we shouldn’t see it in South 
Asian markets as well.

– Overall, we see a strong long-term growth opportunity in 
markets other than China.



Conducting research amid travel restrictions
– We take pride in our boots-on-the-ground research. But 

COVID-related travel restrictions are affecting our approach.
– To compensate, we have intensified our channel checks and 

the intensity of the calls we conduct with company manage-
ment and dealers.

– We have been commissioning more extensive surveys, such as 
a recent study that examines how companies in India are 
being affected by e-commerce.

– We continue to make use of alternate data for insights, such 
as tracking online user trends, and looking at social media 
trends to gather consumer feedback.

– While there is some disadvantage to not being able to travel, 
we are able to mitigate it by spending more time on these 
other initiatives.

Capitalizing on health care trends in China
– China is the second largest health care market globally. We 

see significant opportunity in the China health care sector due 
to the aging population, increased government spending, 
technology upgrades and new business model monetization.

– At this time, overall health care expenditure in China is still 
quite low, and we believe there is significant room for growth. 
Health care represented only 6.6% of GDP in 2018 in China1, 
versus 17.7% of GDP in the US2.

– We see a healthy trend of double-digit growth in health care 
expenditures, which should drive the sector.

– The market in China is complicated and fragmented. Over 
90% of hospitals are public, and it takes years to establish a 
well-connected hospital network.

– The Chinese healthcare sector has cost advantages from lower 
labor costs and higher efficiencies. On average, we see these 
companies having 30%-60% cost savings versus their global 
peers.

Challenges of investing in health care in China
– The challenges come from regulation and policy concerns, as 

well as from drug pricing pressures.
– But despite the concerns, over the past two decades, China 

health care has always been under a stringent regulatory 
environment. And yet the market is still very fragmented, with 
a lot of potential.

– There are more than 5,000 pharma companies in China
– We do expect industry consolidation as well as technology 

upgrades, with the government’s high regulatory standards 
serving to eliminate inferior companies. This should help 
high-quality companies further strengthen their leadership.

– On top of that, selected Chinese leaders will benefit from 
overseas market opportunities, including bringing their 
innovative drug candidates to the US market.

– Despite the challenges of policy concerns and pricing pres-
sures, we believe we can add value as an active manager.

The importance of ESG engagement
– Environmental, social and governance (ESG) principles have 

always been important to us at UBS. Engagement is some-
thing we have always been doing as part of our investing 
framework.

– Recently, ESG has gotten more attention in the investment 
community. Companies are now more understanding of 
where we’re coming from.

– Over the last two years, with the resources that UBS has 
dedicated to this team, our engagement has become more 
structured. And because of what the investment committee is 
doing, corporates are more receptive.

– Companies understand what investors are looking for, and 
many of them are commissioning ESG evaluation reports.

– But it is critical to go a step farther and look at the factors that 
are more material, depending on what industry the company 
is operating in.

– For example, data privacy and data security are more  
material when we are dealing with platform companies. 
Worker safety and welfare are more important for  
manufacturing companies.

Engagement in the consumer sector
– Engagement is an ongoing process for us across multiple 

companies. For example, there is a leading dairy company that 
we’ve been engaging with for a number of years.

– The company has been very receptive in terms of our input 
about providing more disclosures on ESG factors, and other 
areas where we have suggested that they could do better.

– The outcomes have been quite positive. The company’s ESG 
scores from third parties have improved.

– In addition, UBS is a signatory to the UN Development Goals 
on food quality, health and nutrition. 

– We’ve been discussing nutrition and health-related ESG 
factors with this dairy company, and given a lot of suggestions 
to the company, which they are looking to implement.

– As this and other companies incorporate our suggestions, they 
are seeing their ESG scores improve. This could lead to better 
valuations for these companies, which would enhance the 
performance of names that we hold in our portfolios.

Investment ideas for the year ahead
– China health care: We prefer the pharma and CRO sectors 

for 2022.
– Pharma companies are putting the worst of generic drug 

pricing pressures behind them. We see incremental growth 
from innovation and internationalization.

  1 Tikkanen, Roosa, Osborn, Robin, Mossialos, Elias, Djordjevic, Ana,  Wharton,  George A. “China” The Commonwealth Fund, June 5, 2020.   
2 Centers for Medicare and Medicaid Services, Historical NHE, 2020.



– We also like the CRO sector, where we see strong growth 
continuing due to the new virus strain, as well as the 
industry’s stronger commitment to R&D beyond COVID.

– Consumer sector: Two broad trends that we believe are 
attractive are premiumization in China and digitization in 
India.
– Many categories in China on the consumer side are still 

premiumizing, despite the headwinds of regulation and a 
slowdown in consumption. There are some categories that 
are immune to those headwinds, that we think will continue 
to do well.

– India is still at an early stage of digitalization. COVID has 
accelerated these trends, but they remain quite strong. We 
believe it could be a multi-year theme for India.

– Equities: We invest for the long term, not the next year. We 
believe semiconductor manufacturing can play out for the 
long term in Asia, where global leaders can be found, 
particularly in Korea and Taiwan.

– The theme of financial deepening. In a few markets, such 
as Indonesia and India, credit penetration is still relatively low. 
As these economies develop, credit penetration should grow 
more quickly.



For information purposes by UBS. For professional / qualified / institutional clients and investors only. Published December 2021.

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. PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS. 

Americas
The views expressed are a general guide to the views of UBS Asset 
Management as of December 2021. 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 “for-
ward-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 perfor-
mance. 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

The key symbol and UBS are among the registered and unregistered 
trademarks of UBS. All rights reserved.

© UBS 2022. All rights reserved.
AMT-1264    1/22
www.ubs.com/am

For professional / qualified / institutional clients and investors only.




