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The case for Asia

A long runway for growth

Asia’s rapid economic development over the past two
decades has created opportunities for investors across
a diverse set of markets and industries. More recently,
demographics and digitalisation helped fuel economic
and business expansion and played an important role
in the region’s resilient economy. Looking ahead, we
believe Asia will continue to play a key role driving
global growth.

The two most populous countries in the world offer some
of the strongest tailwinds for growth in Asia: in India,
we continue to see a growing middle class that will
drive growth in some specific sectors, while China
remains a global powerhouse in manufacturing,
advanced technologies and consumption. Major
Southeast Asian economies are also accelerating,
with Indonesia and Vietnam seeking a larger foothold
in global supply chains. Indeed, while the developed
world is facing economic challenges from inflation
and high interest rates, many of Asia’s economies

are backed by more favourable fundamentals.

Figure 1. Real GDP long-term forecast in trillions

By 2060, China and India are expected to be the largest
economies in the world

70
60
50
40
30
20
10

0

$US trillions

India
us
Turkey
Japan
Brazil

O
=
=
()

Euro area
Indonesia
Germany

Mexico

Source: OECD, as at 13 February 2023
https://data.oecd.org/gdp/gdp-long-term-forecast.htm

For investors seeking long-term growth and diversification,
the case for investing in Asia now is as strong as ever.
However, the investing horizon remains volatile and

the importance of an active stock selection approach,
informed by a deep understanding of local markets and
businesses, remains crucial.

“The last three years have highlighted Asia’s resilience. As investment
and consumption reaccelerate across the region post-pandemic,
it won't be hard to see how these would create fresh investment
opportunities, especially for active stock selectors.”

Anthony Srom, Portfolio Manager, Fidelity Asia Fund


https://data.oecd.org/gdp/gdp-long-term-forecast.htm
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Figure 2. Asia is home to 60% of the world’s population

Source: World Population Review, 2022; data accessed 13 February 2023.

How demographics and
digitalisation are driving growth

With more and more people being lifted out of poverty,
income levels across Asia are increasing. Over the

last two decades, China’s economic success pushed
hundreds of millions of its citizens into the middle class.
India, now at the early stages of China’s previous growth
track (see Figure 3), is expected to add millions more to
Asia’s middle class over the next decades as its young
population accesses more economic opportunities.

Figure 3. GDP per capita:
India is where China was in 2007

India looks like a re-run of the China consumption
story from 15 years ago
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Source: IMF World Economic Outlook Database, October 2022.

By 2024, over half of the Asian population is estimated
to be middle class or rich.! Higher disposable incomes
should drive significant demand for goods and services
in the region over the next decades.

Technology is also turbo-charging the impact of this
consumption power. For instance, in India, we have
seen an explosion in mobile phone-based digital
payments (see Figure 4).
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In turn, new payment methods have spurred a boom in
e-commerce, even prior to the pandemic. E-commerce
revenues in Asia have surpassed other regions in the
world and now accounts for nearly 60% of the world’s
online retail sales, with China the top e-commerce
market in Asia.?

Figure 4. Digital transaction volumes

India rapidly adopted digital payments
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Source: National Payments Corporation of India, as at January 2023.
https://www.npci.org.in/what-we-do/upi/product-statistics

Indeed, as a region at the forefront of technology,
the digital revolution is rippling through the region’s
industries. Asian companies are already using
advanced technologies like artificial intelligence and
robotics to reshape the way people live and work.

Manufacturing, an ‘old economy’ sector associated
with brick-and-mortar factories, is harnessing the

use of industrial robots. More industrial robots are
employed in Asia than any other region on the planet
(see Figure 5).2 And the region’s robot density - an
indicator of automation adoption - grew faster than
other regions from 2016 to 2021.

In the last 20 years, technology innovation has
accounted for nearly one-third of Asia’s per-capita
growth.* It is likely to remain a key focus for the
region’s major economies and companies as they
seek to maintain their competitiveness.


https://www.npci.org.in/what-we-do/upi/product-statistics

Figure 5. Annual installations of industrial robots
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Source: International Federation of Robotics as at October 2022.

Regionalisation and
localisation is changing the
investment landscape

To address supply chain disruptions, large global
companies have diversified their manufacturing bases,
dispersing opportunities across Asia. India, Vietnam
and Indonesia are attracting new foreign direct
investments into manufacturing. Long term, it is our
view that continued geopolitical uncertainty will
continue to drive a more regional approach to trade.
Intra-Asian trade, which already represents most

of Asia’s exports and imports, is accelerating.

At the same time, ‘localisation’ in China is a growing
theme, as wholly local brands and foreign brands
acquired by local players or operated by local
companies are gaining market share in the apparel
and fast-food sectors.

Figure 6. Value share of top 20 brands (%)
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Source: Euromonitor; 2023 McKinsey China Consumer Survey.

In technology, while top index constituents such as
Samsung, TSMC, Alibaba, Tencent and Infosys continue
to command global market share in their respective
domains, new tech players emerge as the start-up
ecosystem in Asia scales up. India is now the third-
largest startup ecosystem in the world,® and Indonesia

is a start-up hotbed in Southeast Asia. Investors seeking
opportunities in tech innovation and growth in the region
may find them beyond the big index constituents.

Are investors missing
out on Asia?

Despite Asia’s growing economic clout, Asian
companies are under-represented in global equity
indices. In the global benchmark MSCI ACWI, Asian
stocks (excluding Japan) make up just 11.9 % of the
index. When you consider that indices like this are
used as benchmarks by many global funds, many
investors can expect to be underweight in their
allocation to Asian equities.

Asia is a complex and dynamic market, and while
there are exciting opportunities to be found, there
are investing challenges ahead that will require
a discerning, active approach to stock selection.

Expert access to the best
investment opportunities in Asia

Flexibility, together with a robust local and globall
research capability, underpin Fidelity’s approach to
investing in Asia equities. We've been on the ground
doing business in Asia for more than 50 years.

This extensive track record in the region provides our
Fidelity Asia Fund Portfolio Manager, Anthony Srom,
with a truly unique and independent view of the
factors shaping returns from Asian companies. Based
in Singapore, Anthony joined Fidelity in 2006 and has
over 21 years of investment experience. With the Fund’s
concentrated, high conviction approach, Anthony and
his team have more time to focus on specific stocks
to truly understand the key drivers of potential returns.
This strategy also provides greater opportunity for
each holding to significantly contribute to overall

fund performance.

Anthony Srom is backed by a 400-strong team of
investment professionals worldwide. He carefully
selects 20 to 35 companies from more than

1,500 Asian equities to build a concentrated,
high-conviction portfolio of our best ideas in Asia.



Focus Media: Leading
advertising platform in China

Focus Media Information is

an out-of-home media group, with
an 80% market share. Advertising
is expected to grow faster than GDP and out-of-
home advertising growth is set to outpace overall
advertising. Clients fund advertising in advance,
which gives the business a good cash profile.

What are the risks?

All investments involve risk; however, Fidelity actively
manages risk within its investment portfolios and employs
a range of monitoring procedures with the aim of
reducing overall portfolio risk. The main risks of investing
in this Fund are increased volatlity, when compared

to more developed markets, movements in exchange
rates, market risk, specific security risk, derivative risk
and concentration risk. For further details on the specific
risks of investing in this Fund, please refer to the Product
Disclosure Statement.

With its dominant market share, the company

enjoys scale and lower costs than its competitors.
Given the company’s valuation and strong
corporate culture, we believe there is significant
room for growth over the coming years.

Like to know more?

If you'd like to know more about the Fidelity Asia
Fund, visit our website or call or email our client

The company’s media network covers more i
services team:

than 300 cities in China and across Asia in South
Korea, Thailand, Indonesia, Singapore, Malaysia
and other markets.” With a net cash position
going into 2023, the company is well-placed

to fund expansion activities.
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