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Legal disclaimer 

This presentation is provided on a strictly confidential basis for informational purposes only and is not intended to and does not provide a 

recommendation with respect to any security. This presentation is confidential to the recipient and must not be reproduced or distributed to any 

other person without the prior written consent of Rothschild Asset Management Inc. (“Rothschild”).  This presentation has not been independently 

verified, is subject to updating and amendment and the material, information and descriptions contained herein are not intended to be complete. 

This presentation does not constitute investment advice and only represents the opinion of the investment adviser, which is subject to change 

without notice.    

Nothing in this presentation should be construed as an offer, invitation or solicitation of an offer to invest in a fund (“Fund”) managed by Rothschild, 

to purchase any security or to engage in any other transactions.  Such offer or solicitation can only be made, as the case may be, by the remittance 

of a Fund’s confidential private placement memorandum, articles of incorporation, subscription agreement or other constituent documents of the 

Fund in accordance with applicable regulation.  This presentation is not and should not be construed as an offer to sell securities in the United 

States.  Interests in a Fund may not be offered or sold in the United States absent registration under the US Securities Act of 1933 or an exemption 

from registration.   

This presentation does not take into account the financial position or particular needs or investment objectives of any individual or entity.  This 

presentation is not intended to provide recommendations, and should not be relied upon, for accounting, legal, tax advice or investment purposes.  

You should consult your tax, legal, accounting or other advisers separately with respect to your decision to invest with Rothschild.  

An investment with Rothschild will entail a high degree of risk, including the possible loss of a substantial part, or even the entire amount, of such 

investment.  Investment with Rothschild is suitable only for sophisticated investors and requires the financial ability and willingness to accept the 

high risks of the investment.  Any projections, market outlooks or estimates in this presentation are forward looking statements and are based upon 

certain assumptions.  Other events which were not taken into account may occur may significantly affect the returns or performance of an 

investment strategy.  Any projections, outlooks or assumptions should not be construed to be indicative of the actual events which will occur. 

Past performance is not necessarily indicative of future results.  None of Rothschild, nor any of its directors, officers, employees, shareholders, 

advisers, agents or affiliates (together the "Rothschild Parties") make any representation or warranty, express or implied as to the accuracy or 

completeness of this presentation, and nothing contained herein shall be relied upon as a promise or representation whether as to past or future 

performance. There can be no assurance that Rothschild will achieve comparable results or that Rothschild will be able to implement its investment 

strategy or achieve its investment objectives.  To the maximum extent permitted by law, none of the Rothschild Parties shall be liable (including in 

negligence) for direct, indirect or consequential losses, damages, costs or expenses arising out of or in connection with the use of or reliance on 

this presentation. 
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GDP growth

forecasts 2015
(in %) oct-15 jan-16 apr-16 oct-15 jan-16 apr-16

World 3.1 3.6 3.4 3.2 3.8 3.6 3.5

United States 2.4 2.8 2.6 2.4 2.8 2.6 2.5

Euro area 1.5 1.6 1.7 1.5 1.7 1.7 1.6

Germany 1.5 1.6 1.7 1.5 1.7 1.8 1.6

France 1.1 1.5 1.3 1.1 1.7 1.5 1.3

Italy 0.8 1.3 1.3 1,0 1.2 1.2 1.1

Spain 3.2 2.5 2.7 2.6 2.2 2.3 2.3

Japan 0.5 1,0 1,0 0.5 0.4 0.3 -0.1

United Kingdom 2.2 2.1 2.1 1.9 2.2 2.2 2.2

Russia -3.7 -0.6 -1,0 -1.8 1,0 1.0 0.8

China 6.9 6.3 6.3 6.5 6,0 6.0 6.2

Brazil -3.8 -1.0 -3.5 -3.8 2.3 0.0 0.0

Source: IMF
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• IMF's latest update reprise warnings about risks from a 

slowdown in emerging market economies 

 lowered its projections (again)  

 “Subdued Demand, Diminished 

Prospects”, January 2016 

 “Too slow for too long”, April 2016 

 while it is early to speak of a global recession, 

the risks surrounding the projections are on the 

downside 

World economic outlook 
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Indicators - CHINA (y/y c ha nge ,  e xc e pt PMI)
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• Improved statistics        confirms for now the no hard 

landing scenario 

 slight increase in FX reserves 

 manufacturing Markit/NBS and industrial 

production are up 

 turn around in imports and exports, although 

imports are still negative yoy 

• How can we explain this improvement? 

 good old method: fiscal stimulus and credit 

growth       should we be worried?  Short term 

gain but long term pain 

China 



  

  

April 2016 

0

5

10

15

20

25

30

35

40

45

2008 2009 2010 2011 2012 2013 2014 2015 2016

China - Fixed investment
in %, y/y

Public sector Private sector

Sources: Capital Economics, Datastream, Rothschild

4

6

8

10

12

14

16

18

20

22

24

-500

0

500

1 000

1 500

2 000

2 500

3 000

3 500

4 000

08-2012 04-2013 12-2013 08-2014 04-2015 12-2015

China - New credits 
adjusted flows

bank (RMB, l) non-bank (RMB, l) y/y (%, r)

Sources: Datastream, GS, Rothschild

Economic Overview 

3 

• Effects of fiscal policy can be felt in: 

 certain assisted sectors – namely automobiles 

 public investment       will the private investment 

take over in an environment of excess capacity? 

• Monetary policy has pushed up credit growth 

 to almost 17 % yoy 

 less intensive efforts from the authorities to 
dampen shadow banking which represents ≈ 45 % 

of recent new credit creation vs ≈ 25 % in 2014 

and 2015 
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• Despite credit growth acceleration, GDP growth in Q1 

2016 – at +1,1% – was the lowest since 2008-2009 

Global Recession   

• Authorities are concerned about divergence in housing 

prices and the formation of bubbles in certain areas … 

• … in a context of an increasingly weak corporate 

sector: payables days have increased, more-leveraged 

firms now account for almost 60% of total debt 

(doubling from 2007) and debt at risk* is estimated at 

1.3 trillion USD 

 represents 15% (vs 4% in2010) of total bank 

debt, with real estate and manufacturing among 

the most highly indebted and least profitable 

 IMF estimates potential bank losses of 756 bn 
USD ≈ 7% China GDP ≈ 2 years of projected 

banking system pretax profits 

• Bottom line: Continued strong growth in lending to an 

increasingly weak corporate sector could undermine 

actual and potential growth as an increasing share of 

new credit is used just to roll over existing debts, 

instead of being used to finance new projects and 

investment and thus contribute to the dynamism of the 

corporate sector 

 

*: borrowing by companies unable to generate sufficient 

   earnings to cover debt interest payments  

X 

X 
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1 : 2,871 entreprises, cumulated USD 2,775 bn of debt 
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• Mixed statistics  

 ISM manufacturing jumped above the 50 

threshold, but recent data show it might fall back 

 disappointing retail sales, lower confidence from 

SMEs, very high level of inventories, low 

capacity utilization rate       represents a 

deterrent factor to any pick up in business 

investment 

 Robust labor market?  

 labor market conditions index – derived 

from a model that extracts the primary 

common variation from 19 labor market 

indicators – is trending lower 

United States 
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• Measures of economic surprises have remained in 

negative territory       over optimism 

• Mediocre Q1 GDP growth (+0,1 % q/q) and the Q2 

rebound could be very limited       seems to confirm 

clear drop in 2016 growth 

• Limited inflationary pressures and asymmetric risks 

 if the Fed is leaving the door open to a June 15th 

hike amid improvements in the global economy 

and financial markets       gave no signal that 

such a move is likely and Brexit referendum 

(June 23rd) will probably weigh on its decision 
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• Employment is improving and reflects better domestic 

fundamentals       no deceleration in economic 

activity, yet no acceleration either 

• Latest ECB Bank Lending Survey shows improving 

loan supply conditions for enterprises but credit 

standards on loans to households for house purchase 

tightened 

 results particularly disappointing for Spain and 

political deadlock could hurt growth more than 

expected       June election highly likely, almost 

at the same time as Brexit referendum 

Eurozone 
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