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Case study

The continued role of QFll

William Kwok, Head of QFll, Ping An Securities

Ping An Securities acts as a bridge
between QFlls and the A-Share market
and is therefore in a key position to
identify the trends and strategies of
different quota holders.

“| expect QFIl will remain important
over the coming five to 10 years,” says
William Kwok, Head of QFlI for Ping An
Securities. “We could see QFlls’ share
increase from 1 percent of the total
market capitalisation to 3 or 5 percent.
That would have a limited impact on the
domestic market, but it would enhance
the stability of the investor base and
would be sure to generate more interest
internationally.”

There are currently about 110
companies which are approved to
invest in China A-shares and some of
them, including JP Morgan, Morgan
Stanley, Deutsche Bank, Manulife
Asset Management and UOB Asset
Management, have used their quotas
to establish QFIl funds. Mr. Kwok is
aware of at least 50 more organisations
lining up for QFll licences. With most of
the large investment banks and mutual
fund houses already allocated quotas,
insurance companies plus banks and
fund houses are also getting involved.
Several Taiwanese institutions recently
obtained licences. Banks from other
countries such as South Africa are

seeking approval along with pension
funds from Canada, Korea and Australia.

Several lvy League endowment funds
in the US have also obtained quotas.
Mr. Kwok is aware of certain private
banks that are interested in applying
for QFll and he notes that a precedent
has been set for these banks to join
with the acceptance of Bank Julius
Baer & Co. Ltd. Mr. Kwok feels that
the pace of approval is likely to remain
relatively measured, since applicants
must deal first with the CSRC (for the
investment licence) and then the SAFE
(for the quota approval). It can take up to
18 months from licence application to
product approval and quota allocation,
although Mr. Kwok notes some
applications have passed through more
quickly.

As a subsidiary of Ping An Group,

Ping An Securities with its brother
companies, acts as a broking house
provide a trading platform for QFlls to
trade China A Shares. With research
capacity and an administrative advisory
team it can help through the application
process and then leverage its network
across China to identify investment
opportunities.

With a total quota of USD 20 billion so
far approved by SAFE, Mr. Kwok sees

more room to help in the years ahead.
“QFlls have always been seen as
pioneers because they have their own
research and investment teams guiding
stock selection,” Mr. Kwok explains.
“However the composition of QFlls is
becoming more diverse. We are starting
to see more varied approaches to stock
selection. Some QFlls are applying to
invest in the ChiNext listings and picking
out smaller high-growth-potential
stocks.”

Looking ahead, Mr. Kwok expects to
see more developments which should
enhance the depth of the markets.
“There is still a lack of tools such as
derivatives to manage risks and only a
limited choice of ETFs," he explains. “It
is really exciting to be involved in the
market during this period of economic
growth and development.”



