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We live in a multi-polar 
world… 

And ought to invest like it.



From superpowers, to sole hegemony, to… now what?

3
Source: http://members.aon.at/gstremin/zeit_smith.htm; https://www.etsy.com/au/listing/1036602306/das-kapital-original-cover-karl-marx; Amazon 
books

http://members.aon.at/gstremin/zeit_smith.htm
https://www.etsy.com/au/listing/1036602306/das-kapital-original-cover-karl-marx


Price-earnings ratios – Next 12 months

4
Source: MSCI, Credit Suisse
Note: Next 12 months price earnings ratios. Data to 30 January 2023.

PE ratios of select major markets, MSCI national indices
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Major market EPS growth – Next 12 months

5
Source: MSCI, Credit Suisse
Note: Next 12 months EPS growth. Data to 30 January 2023.

EPS growth of select major markets, MSCI national indices
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Virtually all returns have been enjoyed by one market

6 Source: FactSet. 

MSCI USA versus MSCI World ex-USA
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It is all cycles

7 Source: https://upload.wikimedia.org/wikipedia/commons/thumb/7/7a/Ouroboros.svg/512px-Ouroboros.svg.png

https://upload.wikimedia.org/wikipedia/commons/thumb/7/7a/Ouroboros.svg/512px-Ouroboros.svg.png


Japan in the ’80s: A story of industrial dominance

8 Source: https://content.time.com/time/covers/0,16641,19710510,00.html; https://content.time.com/time/covers/0,16641,19810330,00.html

…or was it? 

https://content.time.com/time/covers/0,16641,19710510,00.html
https://content.time.com/time/covers/0,16641,19810330,00.html


Beware of yesterday’s winners

9 Source: FactSet Research Systems.

MSCI Japan versus MSCI World ex-Japan

0

50

100

150

200

250

300

In
d
e
x
: 

J
a
n
 1

9
7
0
 =

 1

MSCI Japan MSCI World ex-Japan



Platinum Investment Management Limited ABN 25 063 565 006

Chinese residential 
property…

…is the most important industry in the 

world that no one understands



Chinese property: A very boring bubble 1

1998 1999 2000 2001 2002

Change in avg residential property price 0.9% -0.1% 8.1% 6.0% 3.0%

Change in nominal GDP 7.3% 6.0% 9.8% 8.6% 10.3%

2003 2004 2005 2006 2007

Change in avg residential property price 3.9% 15.2% 18.1% 4.1% 17.0%

Change in nominal GDP 13.7% 17.5% 15.6% 17.8% 23.7%

2008 2009 2010 2011 2012

Change in avg residential property price -0.3% 21.1% 6.7% 6.1% 8.4%

Change in nominal GDP 12.7% 13.7% 18.3% 15.7% 10.0%

2013 2014 2015 2016 2017

Change in avg residential property price 7.7% 1.4% 9.1% 11.3% 5.7%

Change in nominal GDP 10.5% 7.8% 6.5% 9.9% 11.3%

2018 2019 2020 2021 22 YTD

Change in avg residential property price 12.2% 8.7% 7.5% 4.2% -3.1%

Change in nominal GDP 9.9% 7.0% 6.8% 9.7% 6.1%

11 Source: citi, FactSet Research Systems. 2022 data to November.

Chinese property prices versus nominal GDP by year



Chinese property: A very boring bubble 2

12 Source: citi, FactSet Research Systems. Data top November 2022.

Chinese property prices versus nominal GDP, indexed
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Chinese property: A very boring bubble 3

13 Source: https://www.economist.com/graphic-detail/global-house-prices. 

https://www.economist.com/graphic-detail/global-house-prices


Building a lot: 17 billion square metres

14 Source: citi

Chinese residential property completions in square metres by year
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Some numbers

15
Source: https://data.worldbank.org/indicator/SP.POP.TOTL?locations=CN; https://data.worldbank.org/indicator/SP.URB.TOTL.IN.ZS; 
https://www.chinadaily.com.cn/a/202106/12/ WS60c3fae2a31024ad0bac66f9_2.html

Urbanisation rate: 62.5%

Average household size: 2.6 people

Population: 1.4 billion

Residential housing area per person: 

39m2

https://data.worldbank.org/indicator/SP.POP.TOTL?locations=CN
https://data.worldbank.org/indicator/SP.URB.TOTL.IN.ZS
https://www.chinadaily.com.cn/a/202106/12/%20WS60c3fae2a31024ad0bac66f9_2.html


Some numbers

16
Source: https://data.worldbank.org/indicator/SP.POP.TOTL?locations=CN; https://data.worldbank.org/indicator/SP.URB.TOTL.IN.ZS; 
https://www.chinadaily.com.cn/a/202106/12/ WS60c3fae2a31024ad0bac66f9_2.html

Urbanisation rate: 62.5%

Average household size: 2.6 people

Population: 1.4 billion

Residential housing area per person: 

39m2

Of 875 million 

urban 

residents, <500 

million live in 

modern 

housing 

https://data.worldbank.org/indicator/SP.POP.TOTL?locations=CN
https://data.worldbank.org/indicator/SP.URB.TOTL.IN.ZS
https://www.chinadaily.com.cn/a/202106/12/%20WS60c3fae2a31024ad0bac66f9_2.html


But a lot of building is needed: Asian urbanisation rates

17 Source: World Bank, https://data.worldbank.org/indicator/SP.URB.TOTL.IN.ZS?locations=CN.
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Chinese residential property inventory

18 Source: Citi. As at November 2022.

A very boring crisis indeed
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So who cares? There is money to be made here! 

19 Source: Company website, company filings, FactSet. Correct as at 20 February 2023. 

Mid-to-high teens ROE

Solid balance sheet – investment grade rating from 

Moody’s, Fitch, S&P 

4-year plus land bank

 Improving industry structure

Advantaged by government clean-up of the sector 

Close to all-time low valuations: 

– PE of 7.4x; 

– dividend yield of 4.9%; 

– price to book ratio of 1.0x 

China Resources Land, 1109.HK



China Resources Land: Total returns & PE ratio

20 Source: FactSet. 1 year forward PE ratio used. Correct at 20 February 2023.
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China versus the World – total returns

21 Source: FactSet. Correct as at 20 February 2023.

MSCI China and MSCI AC World, total returns in local currency
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A quick note on Japan 



“Demographics is destiny”…

23 Source: World Bank, https://data.worldbank.org/indicator/SP.POP.TOTL?locations=JP.
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…sort of

24 Source: Bloomberg. 

Japanese corporate profits
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Japanese stocks up 2.5x 

25 Source: FactSet Research Systems.

MSCI Japan total returns in yen (as Japanese stocks de-rated the entire time)
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Price-earnings ratios – Next 12 months

26
Source: MSCI, Credit Suisse
Note: Next 12 months price earnings ratios. Data to 30 January 2023.

PE ratios of select major markets, MSCI national indices
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Major market EPS growth – Next 12 months

27
Source: MSCI, Credit Suisse
Note: Next 12 months EPS growth. Data to 30 January 2023.

EPS growth of select major markets, MSCI national indices
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Summary

We live in a far more complex and ambiguous world than almost any financial 
commentators recognise:

 The last four decades have been halcyon for investing in US equities

 This golden period is likely over (I discussed this last year) 

 Cheap simple beta which is over-indexed to US equities is unlikely to deliver optimal 
outcomes for your clients henceforth

There is a silver lining:

 However, many markets globally are very cheap

 As most have herded into US equities, they have deserted other markets

 Truly global investors have the potential to earn strong returns in coming years

28
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We live in a multi-polar 
world… 

And ought to invest like it.



Suggested reading 

 Julian McCormack, “The Chinese Property Market: The Most Important Industry Globally Which 
Few Understand”, https://www.platinum.com.au/Insights-Tools/The-Journal/Chinese-
Property-Market-Anti-Bubble

 Julian McCormack, “A Reckoning Approaches and the Outlook for Many Markets is Poor”, 
https://portfolioconstructionforum.edu.au/article/3960/a-reckoning-approaches-and-the-
outlook-for-many-markets-is-poor

 Ray Dalio, “Principles for Navigating Big Debt Crises”, https://www.principles.com/big-debt-
crises

 Yukon Huang, “Cracking the China Conundrum, Why Conventional Economic Wisdom is Often 
Wrong”, Oxford University Press, 2017

 Richard Werner, “Princes of the Yen: Japan's Central Bankers and the Transformation of the 
Economy”, Routledge, 2003

 Jamie Halse, “The Zeitgeist is Changing in Japan”, https://www.platinum.com.au/Insights-
Tools/The-Journal/The-Zeitgeist-is-Changing-in-Japan

 Cameron Robertson, “Staying the Course in China”, https://www.platinum.com.au/Insights-
Tools/The-Journal/Video-Staying-the-Course-in-China
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https://www.platinum.com.au/Insights-Tools/The-Journal/Chinese-Property-Market-Anti-Bubble
https://www.platinum.com.au/Insights-Tools/The-Journal/Chinese-Property-Market-Anti-Bubble
https://www.principles.com/big-debt-crises
https://www.principles.com/big-debt-crises
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https://www.platinum.com.au/Insights-Tools/The-Journal/Video-Staying-the-Course-in-China


Disclaimer

Platinum Investment Management Limited ABN 25 063 565 006, AFSL 221935, trading as Platinum Asset Management (“Platinum”). This information is general in nature and 
does not take into account your specific needs or circumstances. You should consider your own financial position, objectives and requirements and seek professional financial 
advice before making any financial decisions. 

Commentary reflects Platinum’s views and beliefs at the time of preparation, which are subject to change without notice. 

Certain information contained in this presentation constitutes "forward-looking statements".  
Due to various risks and uncertainties, actual events or results, may differ materially from those reflected or contemplated in such forward-looking statements and no undue 
reliance should be placed on those forward-looking statements.

Past performance is not a reliable indicator of future returns. 

To the extent permitted by law, no liability is accepted by Platinum for any loss or damage as a result of any reliance on this information.
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