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China Income & Growth Fund

Enhancing Portfolios
with Chinese Equities
How global equity portfolios can benefit
from China’s economic growth

Figure 1: China A-Shares provide better exposure
to rising consumerism in China
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China has experienced a remarkable transformation and
is on pace to be the world’s largest economy in the next
decade. Given this growing importance in the global
economy, China is becoming a necessary component
of any global equity allocation. While the benefits of
an allocation to China are evident, the methods for
investing in Chinese equities deserve further exploration.

What does the investment landscape
look like for Chinese equities?
The two main categories of Chinese equities are A-shares
and Hong Kong listed shares, which account for 60% and
35% of total Chinese equities, respectively.1 Today, most
international investors gain exposure to China through
Hong Kong listed shares as they have historically
been easier to access. However, A-shares have become
increasingly important for global investors who want to
benefit from the strength of China’s domestic economy
while accessing a broader opportunity set for enhanced
return and more effective diversification. (see figure 1).

“Sectors such as Industrials,
Consumer and Health Care
will likely benefit as China
shifts to a higher level of
domestic consumption.”
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MSCI China Indexes, July 2014.
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Source: Greystone analysis based on MSCI sector weightings as of July 31, 2014.
Note: Financials, Energy and Telecom are excluded from figure 1.

Why should China A-Shares be
considered for Global Equity portfolios?
The addition of A-shares to a global portfolio can
provide attractive risk-return benefits. Due to factors
such as foreign ownership and foreign exchange
controls, China A-shares have had relatively low
correlation with other major markets. Because of this

For more information on Greystone and our views please visit Greystone.ca/china
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low correlation, the addition of A-shares to a portfolio
can increase the return and/or lower the volatility
of the portfolio. Additionally, the A-share market is
relatively inefficient compared to other global markets,
which can provide opportunities for active investors.

FOR FURTHER INFORMATION PLEASE CONTACT:
Toll Free: 1.800.213.4286
Email: inquiries@greystone.ca

As government reforms make the Chinese equity
markets more accessible to foreign investors, A-shares
are expected to become part of recognized benchmark
indices. A recent report by MSCI suggests that if all
investment barriers were removed, A-shares could
represent up to 14% of the MSCI Emerging Markets
Index and 2% of the MSCI All Country World Index.2 This
could result in investors looking at A-shares in concert
with key markets such as Japan, Germany and the U.S.

Greystone Managed Investments Inc. is an institutional
money manager with multi-asset solutions proudly
serving its clients since 1988. Headquartered in Regina,
with additional offices in Toronto, Winnipeg and Hong
Kong, Greystone manages over C$36 billion1 on behalf of
institutional clients across Canada.

Can foreign investors buy A-Shares?

Greystone has in-house expertise in the following areas:

Greystone Managed Investments Inc.

To invest in A-shares, foreign investors must either
obtain a Qualified Foreign Institutional Investor (QFII)
license or invest through a QFII license-holder. In April
2014, the Shanghai‑Hong Kong Stock Connect pilot
program was announced. When finalized it would give
foreign investors access to domestic Chinese equities
without quota. The program is designed to give investors
access to a subset of Chinese domestic securities
and will have liquidity provisions attached to it.
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As with most emerging markets, government involvement,
corporate governance and accounting standards are
generally considered to be evolving and lag the standards
found in developed markets. The China Securities
Regulatory Commission continues to take steps to improve
corporate governance and the structure of the capital
markets. Over time, this should benefit all investors.
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As at Jun 30, 2018.
The Greystone Alternative Plus Solution is an integrated open-ended alternatives mandate
where a client invests in the Greystone Infrastructure Fund (Canada) LP, the Greystone Mortgage
Fund and the Greystone Real Estate Fund Inc. or the Greystone Real Estate LP Fund. Greystone
holistically manages the underlying cash flows and liquidity of the allocation as well as the asset
mix between the underlying strategies.
The information contained in this document has been approved for qualified Canadian investors.
For U.S. based investors and other non-Canadian investors, this information is for discussion
purposes only and is not meant as investment advice. Product offering to U.S. and other nonCanadian investors may differ from how the product is presently offered to Canadian investors
and performance may not be identical. Past performance is not a guarantee of future performance.
Commentary contained in this document reflects the opinions of Greystone Managed Investments
Inc. at the date of the report. It was developed from sources that Greystone believes to be reliable.
Greystone does not guarantee the accuracy or completeness of such information. Greystone’s
opinions and viewpoints may change over time. This document is confidential and no part of this
material may be duplicated by any means for distribution to any person who is not an employee,
officer, director or authorized agent of the recipient without Greystone’s prior written consent.
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Greystone claims compliance with the Global Investment Performance Standards (GIPS®). A GIPS®
compliant presentation is available upon request. Greystone has been independently verified
for the period January 1, 2000 to December 31, 2016. The verification report(s) is/are available
upon request. Verification assesses whether (1) the firm has complied with all the composite
construction requirements of the GIPS® standards on a firm-wide basis and (2) the firm’s policies
and procedures are designed to calculate and present performance in compliance with the GIPS®
standards. Verification does not ensure the accuracy of any specific composite.
In Canada, Greystone is a registered portfolio manager, exempt market dealer and investment
fund manager. Greystone is registered as an investment adviser with the Securities and Exchange
Commission in the United States.
© Greystone Managed Investments Inc. All rights reserved.
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MSCI: “A” Opening to the Great Wall, December 2012.
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