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China's Technological Turning Point – Investing in Innovative Growth Areas 

in Emerging Economies 

 
 

Summary 

– Emerging Asia, led by China, is shifting the global eco-

nomic order, overtaking the eurozone in terms of GDP 

share and closing in on the US in terms of innovation and 

growth. 

– Massive R&D investments and government programs are 

strengthening China’s technological independence, reduc-

ing its dependence on the US, and accelerating its rise in 

key technologies such as AI. 

– The focus on the domestic market and political support is 

creating significant investment opportunities, particularly in 

China’s technology and innovation ecosystem.  

– Our solution focuses on the most relevant sub-themes 

and identifies the key beneficiaries in the China-domi-

nated technology ecosystem.  

 

A disruptor reshaping the global economic landscape 

Asia is currently at the center of a profound global transfor-

mation. Over the past 30 years, emerging markets have be-

come a mainstay of the global economy, with emerging Asia 

in particular gaining significantly in importance.  

 

Figure 1: Global GDP of the US, Eurozone, and Emerging 

Asia 

Source: Vontobel 

 

Asia’s share of global gross domestic product now exceeds 

that of the eurozone and is increasingly approaching the level 

of the US. According to forecasts by the International Mone-

tary Fund, the region’s economic output is expected to rise to 

around USD 38 trillion by 2030—almost twice as much as a 

decade ago. China plays a key role in this: Asian companies 

account for over 80 percent of the MSCI Emerging Market In-

dex, led by China, India, Taiwan, and South Korea. These 

countries are driving technological innovation, digital services, 

and modern industries. Asia has long been more than just an 

emerging region—it is developing into a key disruptor of the 

global economic order. 

 

China’s rise: new trade flows and technological inde-

pendence 

China’s trading power has grown rapidly in less than 20 years, 

making the country a key global economic partner. At the 

same time, China is increasingly shifting its role as a supplier 

to other emerging markets and gradually moving away from 

developed markets such as the US. Driven by government 

strategies for economic independence, technological leader-

ship, and strengthening key industries, China is building its 

own value chains. External pressures—such as US efforts to 

reduce strategic dependencies and restrictions on key tech-

nologies such as artificial intelligence (AI)—are accelerating 

this change. At the same time, China is strengthening its do-

mestic market, with domestic transactions dominating the 

economy. This profound transformation is creating new in-

vestment opportunities in China’s domestic industries and 

markets.  

 

Chart 2: Domestic vs. foreign revenue exposure of  

various indices 

 

Source: Vontobel 
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Positioning as an innovation hub in the technology land-

scape 

China is increasingly developing into an independent innova-

tion hub within the global technology landscape. The aim is to 

take a leading role among emerging markets in key future 

technologies, thereby creating an alternative to the dominant 

US technology companies. This strategic orientation opens up 

additional diversification opportunities for investors in the 

technology sector. 

 

The change is being supported by targeted political 

measures. The 15th Five-Year Plan marks the transition from 

an export-oriented production location to an innovation-driven 

economic model. The focus is on technological sovereignty, 

extensive investment in research and development, and the 

development of long-term competitiveness. 

 

Figure 3: Expenditure on research and development (US, 

EU, China) 

 
Source: OECD, ITIF, Stanford University, Vontobel. 

 

Unlike the US, which often focuses on so-called "moonshot" 

projects, China takes a more pragmatic approach. The focus 

is on innovations with immediate economic benefits, the de-

velopment of fully integrated technology ecosystems, and the 

strengthening of domestic demand. Continuously rising R&D 

spending is narrowing the technological gap with the US, 

while high investment in key technologies and energy infra-

structure is further supporting structural change. 

 

External constraints, particularly US restrictions in areas such 

as semiconductors and AI, are acting as accelerators. They 

are promoting the development of independent, integrated 

value chains and strengthening China’s technological ecosys-

tem in the long term. Overall, China is thus undergoing a 

structural transformation from a global manufacturing center 

to an innovation-based economic power. 

 

China’s own path in the AI race 

China is taking a different approach to the global AI race than 

the US. While the US is primarily driving technological break-

throughs and so-called frontier models, China’s focus is on 

the rapid operationalization and scaling of existing AI technol-

ogies. Innovations often originate in the US, but China’s ability 

to implement them efficiently and make them widely available 

is increasingly shaping their practical application. 

 

This approach is supported by structural conditions. A state-

coordinated, regulated environment enables central data 

availability, promotes large-scale implementation, and accel-

erates the technological catch-up process. At the same time, 

restrictions in chip supply act as efficiency drivers and favor 

pragmatic, application-oriented innovations. 

 

Overall, an AI ecosystem is emerging that is less focused on 

technological excellence and more on broad use and eco-

nomic integration. As a result, China is playing a central role 

in the global application of AI and is significantly influencing 

how it is used in everyday life and in the real economy. 

 

Chinese technology as a strategic investment theme 

Chinese technology offers investors attractive access to struc-

tural growth in a global technology landscape that is undergo-

ing realignment. The realignment of international trade and 

supply chains, as well as US restrictions in key areas such as 

semiconductors and AI, are acting as innovation accelerators 

in China and promoting the development of an independent, 

highly efficient technology ecosystem. 

 

At the same time, “China tech” offers an important diversifica-

tion advantage. Given high valuations and a strong concentra-

tion of large-cap US hyperscalers, the Chinese technology 

universe provides access to alternative innovation paths with 

less dependence on Western market leaders. 

 

In addition, the Chinese tech value chain offers a pool of op-

portunities that has been largely untapped to date. State-coor-

dinated development reduces cannibalization, while political 

guidelines create planning security and support long-term in-

vestment and sustainable growth. 

 

Conclusion 

Emerging economies—particularly those in Asia, led by 

China—are shifting the global economic balance of power and 

increasingly catching up with the US in terms of innovation 

and growth. Extensive government R&D investment is 

strengthening Asia’s technological independence and reduc-

ing its dependence on the US. At the same time, countries 

such as China are leveraging their centralized data structures 

and ability to implement quickly and at scale to take a leading 

role in AI. The investment solution invests in the most im-

portant sub-themes and identifies those companies that are 

likely to benefit most from this profound structural change.
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Vontobel Rising Economies Disruptor Index  

For investors who want to participate in this structural trend, the Vontobel Rising Economies Disruptor Index offers attractive 

long-term access. The strategy is based on four focus themes:  

 

1. Fundamental technology (AI computing components)—40 percent 

Fundamental technology is the essential component of an integrated technology cluster. This includes all technologies required 

for high-performance computing and AI—and which an independent China must develop in order to serve the rest of the value 

chain. 

 

2. Intelligent automation (autonomous robotics) —15 percent 

Intelligent automation refers to industrial applications in which China is already catching up with or surpassing Western technol-

ogies. The spectrum ranges from automation and key technologies such as batteries to autonomous systems. 

 

3. Health technology (biotech, gene editing, digital health)—15 percent 

Driven by an aging population, China is developing into a global biotech and pharmaceutical hub. AI-supported drug discovery 

and modern diagnostics have the potential to bring about lasting change in global healthcare. 

 

4. Domestic consumers (fintech, AI assistance, XR and AI media)—30 percent 

China is one of the leading countries in smart consumer technologies. Applications range from smart home solutions and VR to 

innovative financial technologies. 

 

The index sponsor’s selection process begins with a universe of around 4,000 liquid companies from emerging markets. Com-

panies that can be clearly assigned to one of the four central investment themes—fundamental technology, intelligent automa-

tion, health technology, and domestic consumers—are then filtered out. This thematic classification is carried out using machine 

learning and sales analysis, reducing the universe to around 900 stocks. A quantitative screening process identifies the most 

attractive stocks, which are reviewed by the index sponsor and, if necessary, supplemented or adjusted on a discretionary ba-

sis. Finally, an index comprising up to 50 stocks is constructed, with weightings optimized and diversified across the four 

themes. 

 

The index strategy covers around 18 percent of the MSCI Emerging Markets, but accounts for less than one percent of the 

MSCI World, thus offering access to companies that are hardly represented in traditional global indices. The focus is clearly on 

China, which accounts for the majority of the universe, followed by selected Asian markets. In terms of sectors, communications 

services, consumer technologies, industry, and healthcare dominate. These companies are key drivers of technological disrup-

tion in emerging economies—developments that are generally less relevant for traditional or broad emerging market indices. 

The four focus themes of the index strategy specifically capture the spread of digital and AI-based technologies and identify 

companies that can benefit early on from this transformation in their industries. 

 

The index calculation agent is advised by the index sponsor on the composition of the index. The index sponsor is Vontobel 

Asset Management AG. 

 

ISINs for Swiss Investors  

CH1511986908 (CHF); CH1511986916 (EUR); CH1511986924 (USD); CH1511986932 (CNY) 

 

ISINs for European Investors 

DE000VJ1W2V6 (EUR); DE000VJ1W2W4 (USD) 

 

For further information, please contact your Relationship Manager. 
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Investment Suitability 

This publication is not part of an offer or a recommendation and does not take into account your knowledge, experience and personal circumstances, 

which are necessary for personal investment advice.  

 

Legal information 

This publication corresponds to marketing material in accordance with Art. 68 of the Swiss FinSA and is for information purposes only. We are happy to 

provide you with the legally binding documents for the financial products mentioned, such as the basic information sheet or the prospectus, as well as the 

information brochure “Risks in trading financial instruments”, free of charge and at any time. 

 

Nothing contained in this publication should be construed as a solicitation or an offer or a recommendation to use any service or product, to buy or sell 

any investment or to carry out any other transaction. The information contained in this publication does not constitute investment advice or financial anal-

ysis. It is for information purposes only and therefore does not meet statutory requirements in terms of ensuring the impartiality of financial analysis. The 

information and views contained in this publication are intended for information and marketing purposes only and do not take into account any individual 

investment objectives, financial circumstances or requirements. The products and services described in this publication are supplied exclusively under 

the agreement entered into with the investor. Bank Vontobel AG makes no warranty as to the reliability or completeness of the information contained in 

this publication and disclaims all liability for any loss that may be suffered as a result of using such information. The nature, scope and prices of the prod-

ucts and services described in this publication may vary from one country to another and may change without notice at any time. Certain services and 

products are not available worldwide or from all companies within Vontobel. In addition, they may be subject to legal restrictions in certain countries. 

Information on asset and currency allocations is approximate, intended for general guidance only and subject to change at any time. Such allocations 

may also vary from one client portfolio to another. Prior to making any investment decision or making any decision to use any products or services de-

scribed in this publication, investors should determine whether such products and services are appropriate for their individual needs and independently 

verify (by consulting professional advisors where necessary) the specific risks involved (risk of loss, currency risks) and the potential regulatory, credit, 

tax and accounting implications. The tax treatment of products and services described in this publication will depend on individual circumstances and 

may change in the future. Bank Vontobel AG makes no warranty that any investment decisions and/or investments made in relation to products or ser-

vices described in this publication will take due account of the investor’s tax situation and accepts no liability in respect of the tax treatment of assets or 

any income generated therefrom. Moreover, Bank Vontobel AG makes no recommendation or endorsement with regard to any products or services de-

scribed in this publication or their suitability for specific investors. Neither does it make any representation or warranty of any kind as to future perfor-

mance. Investors should be aware that there are certain risks associated with all types of investment and that investments may be subject to sudden and 

large falls in their value. Investors are hereby advised to take note of the risks involved, which may be substantial. The products and services described 

herein are only intended for investors who understand and are willing to accept the associated risks. If the securities market becomes illiquid, it may not 

be possible to realize the value of certain investment products immediately. If investments are liquidated, investors may get back less than the amount 

originally invested. Investments in foreign currencies are subject to exchange rate fluctuations. Investing in emerging markets involves special or higher 

levels of risk. For this reason, it may be difficult to quantify the value of an investment and the risks to which investors are exposed. The mention of spe-

cific companies is for illustrative purposes only and does not constitute a recommendation to buy, sell, or hold their securities. 

 

Structured products are not considered collective investment schemes within the meaning of the Federal Act on Collective Investment Schemes (CISA) 

[as of July 1, 2016] and are therefore not subject to authorization and supervision by the Swiss Financial Market Supervisory Authority FINMA. Invest-

ments in structured products are subject to the default risk of the respective issuer and other specific risks. Before purchasing derivative products, inves-

tors should read the relevant product documentation, such as the Index Guide, Final Terms, together with the Vontobel Swiss Base Prospectus for the 

Issue of Securities available on the website https://markets.vontobel.com. The scenarios presented in this publication do not provide any indication of the 

actual performance of the underlying asset and serve only as illustrative examples and are not the result of a financial analysis. This information contains 

data relating to future performance. Such forecasts are not a reliable indicator of future performance.  

 

This publication may not be reproduced in whole or in part without the written permission of Vontobel. This publication and the financial products de-

scribed herein are not intended for persons who are subject to a jurisdiction that restricts or prohibits the distribution of financial products or the dissem-

ination of this publication or the information contained therein. If you have any questions about our products, please do not hesitate to contact us.  

All information is provided without guarantee. All information on products from parties outside of Bank Vontobel AG are available with the respective 

providers of the products. 

 

All information is provided without guarantee. All information on products from parties outside Bank Vontobel AG is available from the respective product 

providers. 

 

Bank Vontobel AG 

Gotthardstrasse 43 

8022 Zurich 

Switzerland 

vontobel.com 


