
The China Profit Bonanza 
 
 
China: How to invest in this fast-industrializing giant  
 
Although there are very few ways for the non-Chinese to invest directly in China mainland 
stocks, I'll show you an even better way to profit as China continues its explosive growth. 
 
 
Sohu.com (SOHU)  

 

Sohu.com is a holding company with wholly owned subsidiaries operating primarily in China. 
These include Sohu ITC Information Technology, Beijing Sohu New Era Information 
Technology Co., Beijing Sohu Interactive Software Co., Kylie Enterprises Limited, All Honest 
International Limited, Beijing Sohu Internet Information Service Co. and Beijing Sohu Online 
Network Information Services. 
 
Together, these companies address a large chunk of the Asian and Chinese Internet-related 
markets. I especially like the fact that this company is diversified through many companies and a 
variety of Internet-related services. This cuts investment risk, while still providing strong 
exposure to continuing strength in China's economy and its population's rapid adoption of the 
Internet.  
 
The Chinese Internet market is poised to continue its expansion and Sohu.com is positioned well 
to capture more than its share. Important: It’s been successful at increasing revenues from web 
advertising – a key factor to ensuring continued strong growth. 
 
Buy Sohu.com shares to $20, then keep in mind a 15% stop.  
 
 



 
China Telecom Corp. (CHA) 
 

 
 
China Telecom stock represents a Chinese national company, and is traded in the U.S. as an ADR 
(American Depository Receipt) under the symbol CHA.  
 
This company has a virtual monopoly in the fixed line China telecom markets in southern and 
western China, with a whopping 95% market share. Two reasons this is unlikely to change 
dramatically anytime soon: Government regulations favor China Telecom over competitors and 
there are high financial and physical (infrastructure) barriers to entry.  
 
There is competition in the more rural areas, where cellular wireless service can compete head-to-
head due to the high costs of bringing wired services to these vast disconnected regions.  
 
However, China Telecom has launched a battle to gain more market share on that front as well. 
Since only 20% of the population in these regions currently uses the fixed line phones China 
Telecom offers, there’s a huge opportunity for further growth.  
 
The company already introduced its “PHS” handy phone, a limited range wireless phone, and 
quickly sold 40 million of these nifty little handsets. Now, it’s pursuing its 3G licenses, which 
will open the door to the larger, full spectrum wireless market.  
 
If it’s successful in capturing a 3G license, China Telecom will have the huge advantage of being 
able to offer bundled services of fixed-line, wireless and Internet access.  
 
Fundamentally, China Telecom looks sound, albeit with a little more debt than I’d like to see. The 
company’s growth should continue to grow at a nice annual pace of 9% - 10% for years to come, 
it has very desirable margins near 25% and it consistently generates positive cash flow.  
 
Buy China Telecom shares to $37, then keep a 12% or so stop in mind.  


