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In the current environment of slowing economic growth and

engineering real structural reform, encompassing environmentally-

President Xi’s cemented security for longer-term leadership, Chinese

friendly measures, SOE consolidation, and profit-driven business

policymakers are attempting to initiate a two-pronged internal

models, is coming into question. For most of 2018, China’s

reconstruction to stabilize its economy: nation-wide deleveraging and

policymakers displayed their intent to stabilize the economy in an

supply-side reform.

apparent effort to prop up the fading economy.

Stability over Growth

China’s current level of slowdown remains relatively moderate

As the trade war starts to weigh on its economy and the US Fed has

compared to the conditions in 2015 when the public sentiment was

not completely paused on its rate hike path, China’s policy room for

overwhelmed with talks of an imminent banking crisis. Also, unlike

China’s Corporate Debt Stabilizing
Source: Bank of International Settlements (2019)
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Shadow Banking Also Slowing
Source: CEIC (2019)
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in 2015, when President Xi was busily consolidating political power,

We note that policymakers are not only seeking to reduce steel

the perch of China’s leader is secure for the foreseeable future;

capacity, they are also pursuing a measured consolidation process

equipping him with a rare capability to handle his problems from a

that will have a more adverse impact on non-Chinese producers

long-term perspective. Unlike many democratically-elected officials

rather than on local producers. Specifically, China is carefully

in the West, Xi will not be “kicking the can down the road” for the

avoiding price hikes, which would embolden foreign steelmakers,

next leader to deal with. Therefore, we believe that China will avoid

trying instead to find a sweet spot that supports the profitability of

choosing the easy option of monetary stimulus and instead seek to

efficient domestic companies while forcing the exits of loss-making

fix the structural problems that have preoccupied global investors for

and/or environmentally-unfriendly firms. Such efforts require intense

many years.

micromanagement at the provincial level – i.e., a combination of
regulated pricing mechanisms and long-term contracts to smooth
out short-term volatility and sustain government-dictated price levels.

China’s Supply-Side Reform on Track
In order for Xi to succeed, reform efforts will require not only

Current trade pressures from the US have both short-term and

consolidation of overall industry capacity, but also a policy focus on

long-term consequences for China's industrial policy. For the long-

companies offering value-added services leveraging cutting-edge

term, China will have to backtrack on its aggressive acquisition

technologies. At present, China’s looming entry into semiconductors

of technology transfers and trade practices, especially with US

has been marked by investor fears that SOEs will continue to apply

companies. In the short-term, the US trade spat stresses the

the same business strategies implemented for its expansion into

urgency for China to pursue self-sufficiency, rather than slow it down.

steel, shipbuilding and chemicals. However, we conclude that China’s

Foreign companies and industries who hope to benefit from the

policymakers are cognizant of the mistakes of the past ten years

stimulative policies of China will find the upside in this current cycle

and also the mistakes made by Japan and Korea during the past

much less apparent as the policy mix is designed to benefit local

few decades. China’s policy on steel since 2015 provides insight into

companies rather than importers.

the complexities facing supply-side reform in many other industries.
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China’s Steel Capacity Slowing
Source: World Street Association (2019)
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Rising Steel Prices Reflect Property Market and Industry Consolidation
Source: Bloomberg (2019)
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Disclaimer
This document has been prepared for presentation, illustration and discussion purpose only and is not legally binding. Whilst complied from sources Mirae Asset
Global Investments believes to be accurate, no representation, warranty, assurance or implication to the accuracy, completeness or adequacy from defect of any
kind is made. Unless indicated to the contrary, all figures are unaudited. The division, group, subsidiary or affiliate of Mirae Asset Global Investments which produced
this document shall not be liable to the recipient or controlling shareholders of the recipient resulting from its use. The views and information discussed or referred
in this report are as of the date of publication, are subject to change and may not reflect the current views of the writer(s). The views expressed represent an assessment of market conditions at a specific point in time, are to be treated as opinions only and should not be relied upon as investment advice regarding a particular
investment or markets in general. In addition, the opinions expressed are those of the writer(s) and may differ from those of other Mirae Asset Global Investments’
investment professionals.
The provision of this document shall not be deemed as constituting any offer, acceptance, or promise of any further contract or amendment to any contract
which may exist between the parties. It should not be distributed to any other party except with the written consent of Mirae Asset Global Investments. Nothing
herein contained shall be construed as granting the recipient whether directly or indirectly or by implication, any license or right, under any copy right or intellectual
property rights to use the information herein. This document may include reference data from third-party sources and Mirae Asset Global Investments has not
conducted any audit, validation, or verification of such data. Mirae Asset Global Investments accepts no liability for any loss or damage of any kind resulting out of
the unauthorized use of this document. Investment involves risk. Past performance figures are not indicative of future performance. Forward-looking statements
are not guarantees of performance. The information presented is not intended to provide specific investment advice. Please carefully read through the offering
documents and seek independent professional advice before you make any investment decision. Products, services, and information may not be available in your
jurisdiction and may be offered by affiliates, subsidiaries, and/or distributors of Mirae Asset Global Investments as stipulated by local laws and regulations. Please
consult with your professional adviser for further information on the availability of products and services within your jurisdiction.
Australia: Mirae Asset Global Investments (HK) Limited is exempt from the requirement to hold an Australian financial services license in respect of the financial
services it provides in Australia. Mirae Asset Global Investments (HK) Limited is authorised and regulated by the Securities and Futures Commission of Hong Kong
under Hong Kong laws, which differ from Australian laws. For Wholesale Clients only.
Hong Kong: Before making any investment decision to invest in the Fund, investors should read the Fund’s Prospectus and the Information for Hong Kong
Investors of the Fund for details and the risk factors. Investors should ensure they fully understand the risks associated with the Fund and should also consider
their own investment objective and risk tolerance level. Investors are also advised to seek independent professional advice before making any investment. This
document is issued by Mirae Asset Global Investments and has not been reviewed by the Hong Kong Securities and Futures Commission.
United Kingdom: This document does not explain all the risks involved in investing in the Fund and therefore you should ensure that you read the Prospectus
and the Key Investor Information Documents ("KIID") which contain further information including the applicable risk warnings. The taxation position affecting UK
investors is outlined in the Prospectus. The Prospectus and KIID for the Fund are available free of charge from http://investments.miraeasset.eu, or from Mirae
Asset Global Investments (UK) Ltd., 4th Floor, 4-6 Royal Exchange Buildings, London EC3V 3NL, United Kingdom, telephone +44 (0)20 7715 9900.
This document has been approved for issue in the United Kingdom by Mirae Asset Global Investments (UK) Ltd, a company incorporated in England & Wales with
registered number 06044802, and having its registered office at 4th Floor, 4-6 Royal Exchange Buildings, London EC3V 3NL, United Kingdom. Mirae Asset Global
Investments (UK) Ltd. is authorised and regulated by the Financial Conduct Authority with firm reference number 467535.
United States: An investor should consider the Fund’s investment objectives, risks, charges and expenses carefully before investing. This and other important
information about the investment company can be found in the Fund’s prospectus. To obtain a prospectus, contact your financial advisor or call (888) 335-3417.
Please read the prospectus carefully before investing.
India: The information contained in this document is compiled from third party and publically available sources and is included for general information purposes
only. There can be no assurance and guarantee on the yields. Views expressed by the Fund Manager cannot be construed to be a decision to invest. The
statements contained herein are based on current views and involve known and unknown risks and uncertainties. Whilst, Mirae Asset Global Investments (India)
Private Limited (the AMC) shall have no responsibility/liability whatsoever for the accuracy or any use or reliance thereof of such information. The AMC, its associate
or sponsors or group companies, its Directors or employees accepts no liability for any loss or damage of any kind resulting out of the use of this document. The
recipient(s) before acting on any information herein should make his/her/their own investigation and seek appropriate professional advice and shall alone be fully
responsible / liable for any decision taken on the basis of information contained herein.
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