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Happy Chinese New Year to all my friends and followers! There’s no question it's a big holiday for leisure and
entertainment. Last year, retail and dining expenditures for the Lunar New Year came in at 754 billion yuan
($US115 billion), according to China’s Ministry of Commerce. This is substantially higher than spending for the US
Thanksgiving holiday and “black Friday,” the biggest shopping day of the year in the United States. As many
families and friends not only in China but also elsewhere in Asia celebrate the holiday with food, festivities and
travel getaways, it belies the misconception some Westerners still have that manufacturing and low-wage
exports are the main economic drivers of emerging markets.

In fact, domestic demand is generally the bigger economic driver in emerging Asia and also in some other regions
—and could help insulate some of these countries from external shocks. This shift toward a more domestic
orientation has been going on in China in particular for quite some time, fueled by improved education, rising
wages and higher productivity. Other emerging-market countries have seen a similar shift, with entertainment
and leisure activities benefiting, along with areas of conspicuous consumption.

For quite some time, movies produced in the United States (Hollywood) have depended upon international sales
when revenue at home has been disappointing. Today, China, India and other countries in and outside of Asia are
beginning to compete. The “Bollywood” name has become globally recognizable with an annual output of more

than 1,000 films, which is double that of Hollywood,2 although Bollywood'’s revenues are much lower and only

about 15% of which come from international sales.2 The low cost of producing animation in India and other Asian
countries has added another dimension to the film industry that could spur further growth. While the focus here
is on Asia, these trends are occurring in other emerging markets too—we’ve seen the rise of “Nollywood,”
Nigeria's booming film industry.

While India may be the most prominent in Asia’s film industry, there are other countries to watch in this space.
Indonesia’s President Joko Widodo recently removed a ban on foreign investment in films, so the formerly
stagnant Indonesian industry seems likely to sprout. Indonesia—the world’s fourth-largest country by population
—has relatively few cinemas and therefore is an attractive market.

The market for fine art is also growing in Asia. Today, the market for art is larger in China than the United Sates,
with all the major auction houses such as Christie’s and Sotheby’s (in addition to China’s homegrown auction
houses) attracting multimillion-dollar prices for both Western and Asian art.

Pet ownership and related consumption is also becoming more popular in Asia. Once banned, China now has

more than 100 million registered pets,2 most of which are dogs and cats but also includes other animals such as
rabbits, fish and long-living tortoises—maybe the hope is that their longevity will rub off on their owners! Some

households are spending in excess of US$1,000 per year on their pets,2 not only for food, but also for toys and
grooming.
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The other leisure-related area that has been growing is dining out, particularly “fast food” with many of the
famous American and other foreign brands entering the Asian markets alongside homegrown brands. Quick-
service restaurants are the name of the game in India and have experienced a compounded annual growth rate
of 25%; about half of India’s total population eats out at least once every three months and in bustling urban

metro areas, the number rises to eight times in one month.2 With a young population, rising disposable incomes
and more women in the workforce, it’s easy to see why the “eating out” culture looks set to continue growing in
India.

Catering to Travelers—and Spectators

Travel, of course, is probably the most important growing leisure-time industry as a result of lower-cost airline
flights and relaxed visa restrictions in many regions. Japan is becoming a major tourist destination for travelers in

other parts of Asia. In 2016, Japan saw a record 24 million overseas visitors, with a quarter coming from China.2
Japan has been actively targeting those celebrating the Lunar New Year this year. Its largest retailer announced it
would accept electronic payment through China’s most popular mobile-payment app, and car-rental companies in
Japan have been working to ease the process for travelers, positioning cars near train stations as well as airports,
and not requiring customers to refuel before returning a vehicle. For people living in warm, tropical locales in
Asia, the opportunity to see snow in Japan during the winter months—even without leaving one’s own time zone
in some cases—is a draw.

South Korea is also benefiting from the influx of tourism, also predominantly from China. This is not a huge
surprise, as China leads the world in terms of outbound travel, with double-digit growth in travel expenditures

every year since 2014. Z

Fitness and spectator sports are also very important leisure pursuits for travelers, as well as those watching in
their home countries. Football (also known as soccer) is reaching more and more fans in China; the Chinese
Super League attracts tens of millions of spectators watching the game live, online and on television. The amount
of money spent on player salaries (namely to recruit foreign players) got so out of control that the General
Administration of Sport of China, the country’s chief governing body for sports, recently announced a spending
cap.

The spectator-sports scene in Asia also includes a whole host of other games including basketball and even
spectator video games, with South Korea being the center for such “E-sports.” South Koreans take electronic
gaming very seriously as it is a great source of national pride, but the theatrical tournaments have attracted
players from both Europe and the United States backed by corporate sponsors—a new type of export that is
growing globally.

The growth of the middle class and rising incomes in many emerging markets means more discretionary income
available for leisure pursuits from cinema to theme parks to new food choices to artwork and more. We think this
area represents many interesting opportunities for investors—and one that’s quite fun to explore!

Mark Mobius’s comments, opinions and analyses are for informational purposes only and should not be
considered individual investment advice or recommendations to invest in any security or to adopt any investment
strategy. Because market and economic conditions are subject to rapid change, comments, opinions and
analyses are rendered as of the date of the posting and may change without notice. The material is not intended
as a complete analysis of every material fact regarding any country, region, market, industry, investment or
strategy.
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All investments involve risks, including the possible loss of principal. Investments in foreign securities involve
special risks including currency fluctuations, economic instability and political developments. Investments in
emerging markets, of which frontier markets are a subset, involve heightened risks related to the same factors,
in addition to those associated with these markets’ smaller size, lesser liquidity and lack of established legal,
political, business and social frameworks to support securities markets. Because these frameworks are typically
even less developed in frontier markets, as well as various factors including the increased potential for extreme
price volatility, illiquidity, trade barriers and exchange controls, the risks associated with emerging markets are
magnified in frontier markets. Stock prices fluctuate, sometimes rapidly and dramatically, due to factors affecting
individual companies, particular industries or sectors, or general market conditions.
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