4th May 2011

“Inflation in China is not a concern” – Allianz Global Investors

Following his recent trip to China, Guido Stiel, co-fund manager of Allianz RCM BRIC Stars fund, reflects on inflation in China:

 

“The local companies that I met in China are not concerned about inflation, and we share their view. Inflation is mostly coming from food inflation which is still around 30%* of the whole inflation basket. Also, inflation rates are likely to come down next month. There are two reasons for this,  weather conditions are easing and the base effect (CPI in May 2010 was already above 3%)”.

“Wage increases in China are about 10-15%*, however if we look to the past, this is a relatively normal growth rate. Most of the companies that I visited apportion 10%* or less of their total cost to wages, therefore I am not concerned about wage increases.  Growth in wage increases of about 10-15% each year is positive for consumption in China.

 

“Although we expect inflation to come down, if the Chinese government were to decide to tackle inflation they would do it in the same way that they have done in the past.  Recently they increased the reserve-rate requirements to absorb money from the system so that loan growth would not be as large as it was, especially after the crisis. They would also look to increase interest rates, however, they are still very cautious about this as raising interest rates would not have an effect on food inflation which stems from a bad harvest. 

 

“Finally, the Chinese government may tighten the property market by making it more difficult for speculators and investors to buy multiple flats. Further, talk of whether or not there is a so-called ‘property bubble’ is interesting. For a first-time buyer, a 40%* down payment is required, for a second property 60%* and 100%* for a third property. Speaking to the chief financial officer of Shui On Land, a high-end property developer, during my trip, he highlighted that normally a bubble coincides with huge indebtedness, which is not the case in China as large sums of money are required upfront.”

*Source:  RCM 14.04.2011
                                                                        - Ends - 
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Awards:

· Allianz Global Investors Best International Fund Management Group for the Professional Adviser International Fund and Product Awards 2010

· Money Observer Fund awards 2009, Allianz Global Investors winner Highly Commended Smaller Group in recognition of consistently superior risk-adjusted performance. 

· Seung Minn, manager of the Allianz RCM US Equity Fund, awarded two gold medals, by Sauren Fund Research: 2009.

· Allianz PIMCO Gilt Yield Fund winner of Bond Pound Sterling award by Thomson Reuters, at the Lipper Fund awards 2009.

· Allianz RCM European Equity Income Fund named Product of the Month, What Investment magazine July 2009.

· Allianz Global Investors awarded Best Emerging Markets Group by Professional Adviser magazine, 2008.

· Allianz RCM Global EcoTrends Fund winner Best Climate Change Investment fund 2008, by Holden & Partners in conjunction with Incisive Media.

· Allianz RCM Global EcoTrends Fund named Product of the Month, What Investment magazine April 2008.
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http://www.allianzglobalinvestors.co.uk/EN/ABOUTUS/MEDIACENTRE/FUNDMANAGER/Pages/default.aspx
Past performance is not a reliable indicator of future performance. You should not make any assumptions on the future on the basis of performance information.  The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations and you may not get back the amount originally invested. The information contained herein including any expression of opinion is for information purposes only and is given on the understanding that it is not a recommendation and anyone who acts on it, or changes their opinion thereon, does so entirely at their own risk. The opinions expressed are based on information which we believe to be accurate and reliable, however, these opinions may change without notice. 
About Allianz Global Investors

Allianz Global Investors AG (AllianzGI), a subsidiary of Allianz SE, is a management holding company for a network of investment specialists in the most important institutional and retail markets around the world. Through PIMCO, RCM, Oppenheimer Capital, NFJ, Nicholas-Applegate and several other specialist firms, AllianzGI offers its clients a broad variety of investment competencies, covering all equity and fixed income investment styles as well as balanced products and alternative investments. With 1.139 trillion Euro Assets under Management (30/06/2010), AllianzGI ranks among the top investment management companies worldwide. Through its network of approximately 4,750 employees around the globe, including more than 1000 investment professionals, AllianzGI is able to leverage local expertise and market knowledge to its clients all over the world.
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