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In 2020, China was a top performer in the global equity market, returning 29.5%. In 2021, however, Chinese 
equities have struggled relative to peers. In July, the MSCI China Index lost 13.8%, dragging the broader MSCI 
Emerging Markets Index to a 6.7% loss for the month. 

On July 23rd, the Chinese government, as part of its efforts aimed at boosting a declining birth rate, announced 
that private for-profit education companies were no longer allowed to make a profit. Among other restrictions, 
these companies are now required to transform into non-profit entities. As a result, two of the largest education 
companies — New Oriental Education and TAL Education — were down 73.5% and 75.9%, respectively, in July. 
This dramatic change is a recent event in a series of regulatory actions that have been taken by the Chinese 
government over the last nine months. Previous changes predominately impacted internet-based businesses. 

Chinese equities have sold off as investors assess the risks of the new regulatory climate and the potential 
impact to future profitability of several key industries. From here, the market will likely remain jittery on Chinese 
stocks, especially within regulated industries. However, this is not a new phenomenon. We have seen the Chinese 
government increase regulations in the past after periods of unchecked growth. The online gaming industry, 
for example, came under pressure in 2018 when the Chinese government imposed a curfew for minors as a 
means of limiting gaming consumption. In those past instances, the market recalibrated to the new regulatory 
environment and the resulting winners and losers were identified. We anticipate a similar outcome in this case.  
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Chinese equities were down in July amid new regulatory restrictions
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Marquette Associates, Inc. (“Marquette”) has prepared this document for exclusive use by the client or third party for which it was prepared. The information 
herein was obtained from various sources, including but not limited to third party investment managers, the client’s custodian(s) accounting statements, 
commercially available databases, and other economic and financial market data sources.

The sources of information used in this document are believed to be reliable. Marquette has not independently verified all of the information in this document 
and its accuracy cannot be guaranteed. Marquette accepts no liability for any direct or consequential losses arising from its use. The information provided 
herein is as of the date appearing in this material only and is subject to change without prior notice. Thus, all such information is subject to independent 
verification and we urge clients to compare the information set forth in this statement with the statements you receive directly from the custodian in order to 
ensure accuracy of all account information. Past performance does not guarantee future results and investing involves risk of loss. No graph, chart, or formula 
can, in and of itself, be used to determine which securities or investments to buy or sell. 

Forward‐looking statements, including without limitation any statement or prediction about a future event contained in this presentation, are based on 
a variety of estimates and assumptions by Marquette, including, but not limited to, estimates of future operating results, the value of assets, and market 
conditions. These estimates and assumptions, including the risk assessments and projections referenced, are inherently uncertain and are subject to 
numerous business, industry, market, regulatory, geopolitical, competitive, and financial risks that are outside of Marquette’s control. There can be no 
assurance that the assumptions made in connection with any forward‐looking statement will prove accurate, and actual results may differ materially. 

The inclusion of any forward‐looking statement herein should not be regarded as an indication that Marquette considers forward‐looking statements to be 
a reliable prediction of future events. The views contained herein are those of Marquette and should not be taken as financial advice or a recommendation 
to buy or sell any security. Any forecasts, figures, opinions, or investment techniques and strategies described are intended for informational purposes 
only. They are based on certain assumptions and current market conditions, and although accurate at the time of writing, are subject to change without 
prior notice. Opinions, estimates, projections, and comments on financial market trends constitute our judgment and are subject to change without notice. 
Marquette expressly disclaims all liability in respect to actions taken based on any or all of the information included or referenced in this document. The 
information is being provided based on the understanding that each recipient has sufficient knowledge and experience to evaluate the merits and risks of 
investing.

About Marquette Associates

Marquette was founded in 1986 with the sole objective of providing investment consulting at the highest caliber of service. 
Our expertise is grounded in our commitment to client service — our team aims to be a trusted partner and as fiduciaries, 
our clients’ interests and objectives are at the center of everything we do. Our approach brings together the real-world 
experience of our people and our dedication to creativity and critical thinking in order to empower our clients to meet their 
goals. For more information, please visit www.MarquetteAssociates.com.


