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LATEST CHINA
FUND
OPPORTUNITIES
CESFES REKE

William Kwok explains the latest
product and marketing developments for
international investors looking to access
the mainland funds market.

there are currently 95 companies licensed to invest in

RMB-denominated funds in the mainland securities
market. Of those, 81 RQFII have actually been awarded quota,
meaning they can offer a set amount of fund products to their
investors. The latest RQFIl-approved companies such as
Investec, BNP Paribas, Aberdeen, Yuanta Securities and
AllianceBernstein, are among the 267 companies already active
within the QFIl market.

Q ccording to China’s securities regulators, CSRC and SAFE,

Of those 81 RQFIl-approved companies, 16 are among the
largest domestic asset managers, including CSOP Asset
Management (575 B3E) with RMB 45 billion quota, E-Fund
Management (5753 ) with RMB27 billion quota and China
Asset Management (Z£E ) with RMB 21 billion quota. A
further 15 RQFII promoters are securities companies such as
CICC, CITIC and ShenYin. The rest are from foreign players
including Hang Seng IM, Ping An, Pure Heart Capital, JP
Morgan, Nikko AM and Bank of East Asia.

To date, the RQFII program has been expanded to six
jurisdictions — Hong Kong, London, Paris, Seoul, Frankfurt and
Singapore, with total investment capacity of over RMB 600
billion. Hong Kong is the largest RQFII holder with over RMB

250 billion. Some of Hong Kong's biggest offshore RMB fund
managers are lobbying Beijing for extra investment quota,
despite the fact that the average utilisation rate is only around
50%.

RMB bil

Hong Kong 2011 270
London 2013 80
Paris 2014 80
Seoul 2014 80
Frankfurt 2014 80
Singapore 2013 50

More choice of funds

From a product point of view, the choice of fund is expanding,
with the type of product gradually changing from fixed income
to equities. Let's take some recent launches as evidence of this
evolution. China Universal rolled out the first sector-themed
RQFII ETF products, the C-Shares CSI Consumer Staple Index
ETF and C-Shares CSI HealthCare Index, in May. JP Morgan
Asset Management recently launched its first actively-managed
RQFII equity fund, allowing investors to capture the potential of
Mainland stock markets. The SFC-authorised JPMorgan China
A-share Opportunities Fund has the flexibility to allocate at least
70% or more of its portfolio to China A-shares and up to 10%
to Mainland-issued equity funds (including ETFs) that invest in
A-shares. In addition, up to 15% of the portfolio can be
invested in B-shares and up to 30% in Chinese stocks listed in
Hong Kong and the US, and non-PRC-issued equity funds
(including ETFs).
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The CSOP China 5-Year Treasury Bond ETF aims to provide
investment results that, before fees and expenses, closely
correspond to the performance of the China Bond 5-year
Treasury Bond Index.

The Guosen RMB Renaissance Fund seeks to achieve long term
and stable capital growth through investing primarily in RMB
denominated debt securities issued or distributed within
mainland China by governments (including municipal
governments), quasi-government organizations, financial
institutions and other corporations. The debt securities include
but are not limited to treasury bonds, People’s Bank of China
bills and notes, government bonds and notes (including
municipal bonds) and

The Bosera FTSE China A50 Index ETF aims to provide
investment results that closely correspond to the performance of
FTSE China AS0 Index. The ETF is a physical RQFII, RMB
denominated exchange traded fund investing directly in
A-shares. The relative novelty and relatively untested nature of
RQFII makes the ETF riskier than traditional exchange traded
funds investing in markets other than the PRC.

In the past, RQFIl players used their RQFIl quotas to launch ETFs
that keep track of the movements of market indices, for
instance, CSOP FTSE China A50 ETF (2822.HK). Recently, in
view of the need from investors to become sector-focused,
China Universal launches two sector-themed RQFIl ETFs. The
two products will track the performance of the CSI Consumer
Staples Index and CSI Healthcare Index via a full replication
strategy. The former index consists of A-shares stocks in the
agriculture, and food and beverage manufacturing industries, as
well as retail stocks in the C51 800 Index. The latter index is
made up of securities in the fields of Chinese patent medicine,
medical equipment and medical products.

Income Partners launched their first China onshore RME bond
fund in July. Income Partners is the first independent, Hong-
Kong based asset manager to launch an onshore RMB bond
fund. The fund is SFC authorised and is available to retail
investors in four different currencies - USD, EUR, RMB and HKD.

The range of ‘Eligible institutions’ allowed to market RQFII
products, has been expanded. The qualification now includes
Hong Kong subsidiaries of PRC commercial banks, PRC
insurance companies and other finandial institutions registered
or with major operations in Hong Kong. This means that
international banks and fund houses based in Hong Kong may
also now apply to participate in the program.

Foreign investors under the RQFIl scheme can make investments
in China's bond and stock markets at their own discretion.
Contrast this with QFIl, where investors have to put at least
50% of their funds in equities and hold no mare than 20% in
cash. This is a positive trend and is good for investors who want
flexibility in balancing their portfolios.

Trends impacting on RQFII

In the private equity sphere, investors expect a higher return on
their RQFIl in China. They are beginning to see the potential of
private equity investment in China. If we take QFIl as a sample,
there are currently over 260 QFlls and over 60% of these firm
have direct investment or private equity arms capable of
making investments in China

It is intended that as the investment scope of RQFIl expands,
that it will involve private equity in China. The launch of the
"Private Equity Fund’ initiative is still the subject of further
discussion and ultimately approval by the regulator. Some
RQFIl managers are already cooperating with private equity
houses to manage their portfolios in China. One example is
CSOP Asset Management, which is cooperating with Hermes
Capital.

The new “Shanghai-Hong Kong connect’ scheme is perhaps
controversial as it relates to RQFII. It is attractive for non-
licensed QFIl and RQFII players, but these organisations are not
allowed to invest in the ChiNext board, for example, whereas
RQFIl and QFll is able to access this high return market. BM

_."_. Rivay Tty ..-'.:
B B BEfEHT A

ERE-ESHFEETRE (PERERNERIER)
GiEt - BRTE S MM EERMESTIBIETA
REESIcE  -Ho 1B AEESBEI SR
EE (RQFI BEMEER - KRREMALIRERE
ISt ZF|SE S o BETEHERQAIE B A
7 mEE - FZERRET EE  TABLRE
1 - 15 5 BEQFITh S /A R 267 MAFZ— -

EMIROEEMNSIMARR  6MEEAR K
HEETELR HPRERIREEEETE (X
BRELSEARE)  BHE(HEFER270EA
E#) FEAETE(EERQ0EARE) - 1t



b 1SHROFIFERMES AEFLE (FlIn : FEL
Al hiENREEE) EHRHARAMNENS
Bl HEFaE EEREEER - PEFERE - BOE
#F - SRR - BEMETET .

DEAAILL  ROFIHBMEERAD S EEES
E:FE-fa¥ EBR. Bf - - ZMZE0HN
¥ EREA0EAENNBRRRESN - FED
ROFIHEL R IEB A « P e FARB2500 RA K -
EEFHFARAFOREE - FE—ERANE
Egg;&ﬁﬂﬂﬂ%iﬁﬁﬁﬁﬁ + ARSI

EFEESELMNAER

HESAEMY  BEEREARETUHERE
BHERED - BEEMREBTFERY - B —R£%S
BROENSER - ESFI L BE—RBIEHEE
& o B3R W 2 B T (China Universal) E R AT
B ITERTEARQAIZSMERES (ETF) &
o SRR SEENTEERECRETF R &
EEEEATESCRRETF] - BRAREETR LR
B TEE—SETHESRRQABRRLNE S -
FEEERLMEARETAED - BESERE
HIEEAEPEARBEES I BEEEE  BE
A70% L EEAiEEES SRMEPE AR - WHERE
10% S EEAALEHTRERARMRREVES (B
BFBTESERES) - 5 EIEEEESH15%0]
LA RERYBAE - M30% A LliEEMEEMERE LN
HPBEEELEEPEARSITIEREEE (8
BT ERES) -

[AARETERFHBENOr S ERHEBTIEAR
pieh i 14 M B SR R AR CRIN6R A R AT)
Gty {0

[BEARMEEES | R BRENPEARED
SEh BB (BETBAA) - FEASRE - SRER
MERMEERFTHARNTRARABESKRRE
B BENETEE BHEFEEETRRE
- PEARBAFTNHERS BARFLER
(BEMRHERE) -

[ 1465 MES T EASOERETF | EERMIEETFE(E
BREASEN | RANRARR - BEXHMER
EER2—-BERETABRRRE - LARBHMANFE
ROFI 32 5 7 B M E S - ROQFII 32 3 A7 B 205 40 0

£ INVESTING

#AEERE  WHEESEEOF L ARE
REPELUSIITEHEFARERRR -

B RQFIISEEERERQAIER - HEE TIBRMN
BENREHNZEMERRES - fln: B EEE
BREASENT SAENELE (2822.H) - #&iF -
BRI EEEMRMETTR EFEEETERELT
AENTESTEOROMNZSMERES - EHE
ENBEATEENFRETERIEERERAS
BERFENNER - EENEERE  ALEE
kg ARBRL EEF00EENTEA . &
EEEEETHERFER BRERRIBSER
HAEEES -

VR REERSELARLTREEPERAA
E¥HA#EE - QU EEERFTEAMBLNE
EEELARETERAANARSHSES - BED
mEEEEY TIRANBTRAMNYERBSEE
EHRE XX BT AEWIEN -

WAEETIBELRAESM S RRE BECE
WA - HERREREEARRRT - BAfRBR L
RIEFEMN D BN LEAmETETMOER
BEREEXRHETENSREM - ERTRBR
gﬁﬁﬂ‘lﬂﬁﬁﬁﬁﬁﬁﬂﬁﬁﬁmﬂl}{ﬂﬂﬂ%ﬁ

B RQFIEHE - SMEIREHT AR ERPES
EMBEMERDSE - BQRIERNE #EFL
BERLESZELS0%WREBRTRE - URETESR
WhEMEE - BEE—EMENEY  FAREER
EEMHSRASHIRE -

EERQFIIEY

EALM A R AL - 3 Rt B RQAIES B A]
LA B E A EI 96 - b {M02558 2 B AL AL 1R
eyl h - MARMSF/QAMIER - BRIHEE
260 QFIER] - ML LR P BiEe0% FHEPR
I ) LB 1 ok IR A ) AP B R AL R A 4
"IR-

Fl 3 RQFI 32 8 S0 M5 - E S R oh B a LA
Si - HHAMEHEES mERNEFE—FH
B ARSI S EEEMaEL - B L RQA
HERERINEELFEE  TREEFRENE
BEs  HEROEFAENEIREREEEREL
FERRF—F -

2 IEERIHNEESZMYT BAT

#F B3| ROFI = ERF RS QFI FRQFI ) IR R EF X

HBARSH  BEEHEBTHEEAPEHA R

ﬁ}jﬁﬁﬁ ROFIFNQFI SlgEF R EERI LI EEREIES
° I



