
 

 

September 2019 – China through the US Looking Glass II 

Back in February we wrote a piece on how US consumer companies were fairing amidst all the 
commotion over US/Sino trade (“China through the US Looking Glass” - select here to view). Our 
conclusion, you may remember, was that all seemed set fair with a wide range of companies 
reporting decent growth in operations in Asia in general and China in particular. 

This appears to be the trend as further reporting from many of the US and European consumer 
companies operating in China that we mentioned back in February have remained robust this 
year. 

There have, of course, been differing trends across various product sectors. For example, general 
consumer demand remains healthy with a number of companies reporting that sales in Q2 
exceeded those in Q1 (e.g. Colgate, Palmolive, Apple and Tiffany). Elsewhere, whilst sales of luxury 
stuff to Chinese tourists may be declining on Fifth Avenue, Bond Street and the Ginza, this is being 
more than offset by booming domestic mainland sales of opulent trinkets which is in keeping with 
Beijing’s encouragements (through lower domestic taxes, fostering onshore duty free shopping). 

Of course, it is not all sweetness and light: some multi-national auto and industrial companies 
which were struggling when we wrote in February are still up against it. 

However, as you know we do not invest in multinational companies that have businesses in Asia, 
preferring instead the “local champions”. These local players are reporting results that underline 
that the Asian consumer is very much alive and cracking on. 

We have visited Asia several times this year and there has hardly been a whisper about the trade 
war – during a recent conference in Shanghai only one company out of the 16 we met mentioned 
the impact of tariffs. 

In our portfolio: domestic skin care leader Proya Cosmetics offers an affordable, yet quality 
offering with a focus on natural ingredients which is filling the demand just below the premier 
international brands. China International Travel Services is the prime beneficiary of the push to 
bring the duty-free shopping closer to home. Mengniu Dairy continues to gain share through a 
strategy of product innovation and consumption upgrade (cheese flavoured yoghurt!). Li Ning, 
China’s home-grown athleisure story, produced another set of stellar interim results boosted 
especially by e-commerce sales growth of over 30% which now account for 23% of revenue. 

Whilst we do not underestimate the potential impact of further disputes over trade, the evidence 
as we see it points to continued strong consumer appetite. We believe shareholders in the Aubrey 
GEMs strategy will benefit from this.  
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Mark Martyrossian, Chief Executive Officer 

Mark has been involved with Asian equities in a number of capacities since 
1987.  Initially in equity sales at Hoare Govett he then established and 
managed a trading book at Crosby Securities in Hong Kong before initiating 
a corporate finance business focused primarily on China.  After the sale of 
Crosby Securities, he joined Warburgs with his China team.   

On his return to London Mark founded a FCA registered fund management 
business which in 2003 started managing a number of Asian equity 

funds. He managed that business until 2016 when he sold his interest. Having known Andrew 
Dalrymple for 20 years and worked with him in Hong Kong, Mark joined Aubrey in 2017 as CEO.  

Further Reading 

If you would like to read further articles, please select the following link - Aubrey Research 

Global Emerging Markets Factsheet  

If you would like to receive our monthly Emerging Markets Manager Report by email, you can sign 
up here - Sign up to Aubrey GEM Monthly Report  

 

Contact 

Phone: +44 (0) 131 226 2083 
Email: clientservices@aubreycm.co.uk 

Address: 10 Coates Crescent, Edinburgh, EH3 7AL   
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This document has been issued by Aubrey Capital Management Limited which is authorised and regulated in the 
UK by the Financial Conduct Authority and is registered as an Investment Adviser with the US Securities & 
Exchange Commission. You should be aware that the regulatory regime applicable in the UK may well be different 
in your home jurisdiction. 

This document has been prepared solely for the intended recipient for information purposes and is not a 
solicitation, or an offer to buy or sell any security. The information on which the document is based has been 
obtained from sources that we believe to be reliable, and in good faith, but we have not independently verified 
such information and no representation or warranty, express or implied, is made as to their accuracy. All 
expressions of opinion are subject to change without notice. Any comments expressed in this presentation should 
not be taken as a recommendation or advice. 

Please note that the prices of shares and the income from them can fall as well as rise and you may not get back 
the amount originally invested. This can be as a result of market movements and of variations in the exchange 
rates between currencies. Past performance is not a guide to future returns and may not be repeated. 

Aubrey Capital Management Limited accepts no liability or responsibility whatsoever for any consequential loss 
of any kind arising out of the use of this document or any part of its contents. This document does not in any way 
constitute investment advice or an offer or invitation to deal in securities. Recipients should always seek the 
advice of a qualified investment professional before making any investment decisions. 
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