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The content of this communication is intended for readers with existing knowledge of financial markets.

Navigating the 
Year of the Horse

What were the key events of 2025? 

News out of China came thick and fast in 2025. In January, 
DeepSeek shocked markets by announcing the development of 
an AI model with the same functionality as ChatGPT but seemingly 
at a fraction of the cost. This showcased that China’s technology 
capabilities are far more advanced than previously assumed. 

The most significant event came in April, when the US announced 
a 34% reciprocal tariff on top of a previously announced 20% 
tariff increase. This triggered a sharp sell-off across global 
equities. A further negative surprise was the broad application 
of tariffs to all US trading partners, which raised complications 
for Chinese corporates with overseas production. Despite this, 
the recovery was swift. Chinese equities ended the year up more 
than 30% - their best return since 2017. Tech leadership stood 
out, with AI momentum and semiconductors among key drivers 
of performance. 

Beijing also launched an ‘anti-involution’ initiative to combat 
hyper-competition in its key industries, such as electric vehicles, 
solar, and lithium batteries, aiming for market-based consolidation 
to restore pricing power. The property market remained a drag on 
sentiment, but its weight in the economy has fallen from more than 
30% of GDP five years ago to the low teens, reducing the relative 
size of this macro headwind.
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What can investors anticipate from Chinese 
policymakers in the coming year? 

The upcoming 15th Five-Year Plan, slated for release in March and 
covering 2026-2030, is likely to be the centre of attention in the 
coming year. Priorities are likely to be centred around improving 
economic resilience, which will include diversifying trade partners 
and reducing reliance on imports for critical materials. Potential 
measures to raise household income, provide a social security 
cushion, and improve domestic capabilities in key technologies are 
also on the cards.

A more assertive domestic strategy should help to offset weaker 
external demand. We also expect to see continued attention on the 
anti-involution agenda, with sector-by-sector consolidation where 
excess capacity has pressured prices. Investors should track reform 
signals and company-level policy tailwinds. 

How do you see trade tensions with the US 
developing in 2026? 

The risk of further tensions between the US and China remains a 
crucial determinant of future volatility. The face-to-face meeting 
between Presidents Xi and Trump in late October 2025 was a positive 
development, resulting in a one-year deal between China and the US to 
pause export controls on rare earths and chips. However, this is just a 
pause, and the threat of action from both sides has not been permanently 
taken off the table. 

Moreover, China has begun to develop a fully-fledged export control 
regime, not just for rare earths but for a wide range of critical materials 
and technologies. So, while it may seem as if both sides have simply 
wound back the clock on their tit-for-tat retaliatory measures, the reality 
is that this process has helped spur the development of China’s defensive 
and offensive tech-industrial capabilities. Therefore, the risk of tensions 
escalating once again remains very real. 

Many Chinese firms have already de-risked by diversifying their revenue 
and manufacturing footprints, especially into Southeast Asia, which 
should limit firm-level disruption if frictions continue or flare up again. In 
fact, China’s share of overseas revenues has continued to rise despite 
punitive US tariffs, helped by deeper trade links with the rest of the world 
and by moving up the value chain in higher-value-added manufacturing, 
thanks to its technological advances in recent years. This trend can help 
cushion bilateral shocks. 
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Looking at the broader asset class, where 
do you see the most exciting opportunities 
in China?

We believe there are abundant opportunities in the Chinese equity 
market, and it has an important role to play in global asset allocation. 
While it is difficult to predict market direction in the near term, we do 
see the quality of earnings growth improving, backed by decades 
of R&D investment, and there are areas of untapped opportunities 
that are more return and profit-generating. There are many leaders 
in high-value-add industries, such as semiconductors, hardware and 
electronics, and high-end industrials, with improving trends also in 
healthcare and financials. What’s more, despite the strong rebound 
from April’s lows, China still trades at a notable discount to developed 
markets, which supports selective exposure if earnings momentum 
continues to improve. 

A blended approach remains prudent. There are high-quality growth 
opportunities in tech and healthcare, as well as value in names with 
strong cash returns in materials and financials. Several of these 
businesses are demonstrating resilient and improving earnings power. 
In addition, households have built up large deposits and may reallocate 
away from property into long-term savings and equities, providing 
incremental domestic demand for listed assets. 

General risks. All investments carry the risk of capital loss. The value of investments, and any income generated 
from them, can fall as well as rise and will be affected by changes in interest rates, currency fluctuations, general 
market conditions and other political, social and economic developments, as well as by specific matters relating to 
the assets in which the investment strategy invests. If any currency differs from the investor’s home currency, returns 
may increase or decrease as a result of currency fluctuations. Past performance is not a reliable indicator of future 
results. Environmental, social or governance-related risk events or factors, if they occur, could cause a negative 
impact on the value of investments. No representation is being made that any investment will or is likely to achieve 
profits or losses similar to those achieved in the past, or that significant losses will be avoided. Individual companies 
or securities named in this material are included for illustrative purposes only. The views expressed are those of the 
contributor and do not necessarily represent Ninety One’s house view. The information should not be seen as a 
forecast of how such securities will perform and should not be construed as investment advice or a recommendation. 

Specific risks. Equity investment: The value of equities (e.g. shares) and equity-related investments may vary 
according to company profits and future prospects as well as more general market factors. In the event of a company 
default (e.g. insolvency), the owners of their equity rank last in terms of any financial payment from that company. 
Emerging market: These markets carry a higher risk of financial loss than more developed markets as they may have 
less developed legal, political, economic or other systems.
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Important information

The content of this communication is intended for readers with existing knowledge of financial markets.

This communication is provided for general information only. Nothing herein should be construed as an offer to enter into any contract, investment 
advice, a recommendation of any kind, a solicitation of clients, or an offer to invest in any particular strategy, security, derivative or investment 
product. The information may discuss general market activity or industry trends and is not intended to be relied upon as a forecast, research, or 
investment advice. The economic and market views presented herein reflect Ninety One’s judgment as at the date shown and are subject to change 
without notice. Views and opinions presented herein will be affected by changes in interest rates, general market conditions and other political, 
social and economic developments. There is no guarantee that views and opinions expressed will be correct and may not reflect those of Ninety 
One as a whole, different views may be expressed based on different investment objectives. Although we believe any information obtained from 
external sources to be reliable, we have not independently verified it, and we cannot guarantee its accuracy or completeness. Ninety One’s internal 
data may not be audited. Ninety One does not provide legal or tax advice. Reliance upon information in this material is at the sole discretion of the 
reader. Investors should consult their own legal, tax and financial advisor prior to any investments. Past performance should not be taken as a guide 
to the future. Investment involves risks; losses may be made.

Except as otherwise authorised, this information may not be shown, copied, transmitted, or otherwise given to any third party without Ninety One’s 
prior written consent. © 2026 Ninety One. All rights reserved. Issued by Ninety One, January 2026. In South Africa, Ninety One SA Proprietary is an 
authorised financial services provider.
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