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China A-shares move to centre stage
On 28 February 2019, MSCI announced that it would increase the weighting of China Ashares in its indexes from 5% to 20% in three stages (rather than two) and be completed by
November 2019 (rather than August 2019). Furthermore, mid-cap China A-shares will now
be included in the November 2019 tranche – this is much earlier than expected1. In this
market note, Manulife Asset Management’s (MAM) investment team explains how they are
positioned to take advantage of the greater access to the China A-shares market and look at
the opportunities it presents for global investors.

Increased access and investor opportunities
According to MSCI, the feedback from its consultation exercise indicated that international institutional
investors would prefer to see the large-cap China A-share weighting increased in three stages rather than
the two as initially proposed. This extension of the inclusion timeframe should alleviate potential execution
pressures on the implementation dates. In addition, a significant proportion of investors also suggested
that China-A mid-cap shares should be included in the MSCI Indexes jointly with the weight increase in
large-cap shares to allow for a smoother implementation. This inclusion could provide additional alpha
opportunities for investors.
On completion of this three-step implementation process, there will be 253 large-cap and 168 mid-cap
China A-shares (including 27 ChiNext shares2) on a pro-forma basis in the MSCI Emerging Markets (EM)
Index. In total, this represents a weighting of 3.3% for MSCI EM Index.
A-shares weighting after November 20193:






MSCI China Index:
MSCI Zhong Hua Index:
MSCI Golden Dragon Index:
MSCI Asia ex-Japan Index:
MSCI Emerging Markets Index:

10.4%
7.8%
6.1%
4.0%
3.3%

(current weight: 2.5%)
(current weight: 1.9%)*
(current weight: 1.5%)*
(current weight: 0.9%)
(current weight: 0.72%)

*Manulife Asset Management estimates based on 10.4% MSCI China Index A-share weighting
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MSCI: MSCI will increase the weight of China A shares in MSCI indexes, 28 February 2019.
Most tech companies made their debut on ChiNext, which is positioned as China’s “Nasdaq”. The ChiNext board represents around one-fifth of
the total China A-shares opportunity set in terms of number of stocks and free-float-adjusted market capitalisation. It has a larger free-floatadjusted market capitalisation than the Shenzhen main and SME boards.
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MSCI, December 2018.
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Our views and positioning
Kai Kong Chay, Senior Portfolio Manager, Greater China Equities, believes that as the China A-shares
market moves to full inclusion, we are presented with an opportunity for institutionalisation4 as foreign
participation increases in what is now a predominantly retail-driven market.
Chay thinks that this development could encourage a more disciplined approach towards investing,
similar to that already seen in Taiwan and Korea (from partial to full inclusion in the MSCI Indexes). “MAM
currently invests in the China A-shares market across a number of Strategies, providing us with exposure
to the growth drivers of China that are not available outside of the A-shares space,” he observed. These
companies include, but are not limited to, certain segments of the consumer, healthcare, and technology
sectors. “We will continue to look for opportunities that offer strong, sustainable growth and trade at
reasonable valuations.” Chay also expects these portfolio weightings to gradually rise as global indexes
increase their exposure to China A-shares.
Winson Fong, Senior Portfolio Manager, thinks that the changes would be positive for our Greater Bay
Area Growth and Income Strategy, which already includes Shenzhen-listed A-shares.
“Our keen interest in A-shares is driven more by their unique business models and improving
management than the flow-factor originated from the MSCI inclusion,” said Fong. The investment team
works closely with the investment professionals at MAM’s Beijing-based TEDA joint venture5, who provide
on-the-ground insights, policy updates and sector-specific development.
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The gradual domination by institutional investors, as opposed to individual or retail investors.
Based in China, Manulife TEDA Fund Management Company Limited is a joint venture between Manulife (49%) and Northern Internat ional
Trust (51%), part of the Tianjin TEDA Investment Holding Co. Ltd.
5

2

4 March 2019

Disclaimer
Manulife Asset Management is the asset management division of Manulife Financial. The information and/or analysis contained i n this material
have been compiled or arrived at from sources believed to be reliable but Manulife Asset Management does not make any representation as to their
accuracy, correctness, usefulness or completeness and does not accept liability for any loss arising from the use hereof or the information and/or
analysis contained herein. Neither Manulife Asset Management or its affiliates, nor any of their directors, officers or employees shall assume any
liability or responsibility for any direct or indirect loss or damage or any other consequence of any person acting or not ac ting in reliance on the
information contained herein.
This material was prepared solely for educational and informational purposes and does not constitute a recommendation, profes sional advice, an
offer, solicitation or an invitation by or on behalf of Manulife Asset Management to any person to buy or sell any security. Nothing in this material
constitutes investment, legal, accounting or tax advice, or a representation that any investment or strategy is suitable or appropriate to your
individual circumstances, or otherwise constitutes a personal recommendation to you. The economic trend analysis expressed in this material does
not indicate any future investment performance result. This material was produced by and the opinions expressed are those of Manulife Asset
Management as of the date of this publication, and are subject to change based on market and other conditions. Past performance is not an
indication of future results. Investment involves risk, including the loss of principal. In considering any investment, if you are in doubt on the action to
be taken, you should consult professional advisers.
Proprietary Information – Please note that this material must not be wholly or partially reproduced, distributed, circulated, disseminated, published
or disclosed, in any form and for any purpose, to any third party without prior approval from Manulife Asset Management.
These materials have not been reviewed by, are not registered with any securities or other regulatory authority, and may, where appropriate, be
distributed by the following Manulife entities in their respective jurisdictions.
Indonesia: PT Manulife AsetManajmenIndonesia. Malaysia: Manulife Asset Management Services Berhad. Thailand: Manulife Asset M anagement
(Thailand) Company Limited. Singapore: Manulife Asset Management (Singapore) Pte. Ltd. (Company Registration Number: 200709952G).
Vietnam: Manulife Asset Management (Vietnam) Company Ltd. Australia, South Korea and Hong Kong: Manulife Asset Management (Hong Kong)
Limited in Hong Kong and has not been reviewed by the HK Securities and Futures Commission (SFC). Philippines: Manulife Asset Management
and Trust Corporation Japan: Manulife Asset Management (Japan) Limited. Taiwan: Manulife Asset Management (Taiwan) Pte. Ltd. (Investment is
not protected by deposit insurance, insurance guaranty fund or other protection mechanism in Taiwan. For the disputes resulted from the
investment, you may file a complaint to the Securities Investment Trust & Consulting Association of the R.O.C. or Financial Ombudsman Institution.
License No. 106 Jin-Guan-Tou-Xin-Xin-008 "Independently operated by Manulife Asset Management (Taiwan) Co., Ltd." /6F., No.89, Songren Rd.,
Taipei, Taiwan 11073, Tel: (02)2757-5999, Customer Service: 0800-070-998.).
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