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Disclaimer

This presentation is for educational and discussion purposes only.  Nothing in 
this presentation is to be taken as investment advice, nor as any 
recommendation to buy or sell any security or investment property or product.  
Please consult with GFM or your own investment advisors 1-on-1 before 
making any investment decisions.  

GFM does NOT provide any tax, legal, or college admissions advice.  Tax 
strategies in this presentation are based on our experience and believed to be 
current, but please consult with your own tax advisor for tax advice specific to 
your situation.  GFM Group Limited is an SFC Type 9 Licensed Asset 
Management firm and is not affiliated with any exchange, brokerage firm, or 
custodian, including the co-presenters of this seminar.

Investing involves risks, including the risk that you may lose some or all the 
money you invest.
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Disclaimer by SGX

This document/presentation has not been prepared by Singapore Exchange Limited (“SGX”) or any 
of its affiliates (SGX and its affiliates collectively, the “SGX Group Companies”) and the information 
in this document/presentation has not been verified by any SGX Group Company. No SGX Group 
Company endorses or shall be liable for the contents of this document/presentation. 

Accordingly, no representation or warranty whatsoever, expressed or implied, including without 
limitation any statement, figures, opinion or view provided herein is given by any SGX Group 
Company and it should not be relied upon as such. No SGX Group Company shall be responsible or 
liable (whether under contract, tort (including negligence) or otherwise) for any loss or damage of 
any kind (whether direct, indirect or consequential losses or other economic loss of any kind) 
suffered or incurred by any person due to any omission, error, inaccuracy, incompleteness, or 
otherwise, or use of or any reliance on any information, in, arising from or in connection with this 
document/presentation and/or the seminar.  

Statements or information disseminated by presenters at the seminar represent the views of the 
particular presenter and not of any SGX Group Company. No SGX Group Company endorses or 
shall be liable for the content of information provided by third parties, including any content of 
information at the seminar. Use of and/or reliance on such information is entirely at the reader’s 
and/or audience’s own risk.
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About Tariq Dennison, CFPCM

 I manage accounts held at IBKR
 US Advisor: GFM Asset Management LLC
 HK Advisor: GFM Group Limited

 15 years capital markets experience
 Commerzbank (NY, London, Frankfurt)
 Bear Stearns (NY)
 J.P. Morgan (NY)
 Canadian Imperial Bank of Commerce
 Societe Generale (HK)

 Masters in Financial Engineering
 University of California at Berkeley

 Lecturer at ESSEC Business School
 Prolific Speaker, Writer, and Traveler
 Avid follower of both Asian markets 

and US politics and tax policy
 CERTIFIED FINANCIAL PLANNERCM

professional
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What is Greater China?

Source: https://en.wikipedia.org/wiki/File:Great_China_Map.PNG

PRC

Taiwan

HK & Macau
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China’s Growth into the World’s #1 Economy

Source: IMF WEO Database
Russia pre-1993 data extrapolated from CIA estimate of Soviet economy: https://www.cia.gov/library/readingroom/docs/DOC_0000498181.pdf  
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“Greater China” now mostly PRC, so we focus on that

Source: IMF WEO Database
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A vs B vs H-share statistics

Source: https://www.hkex.com.hk/eng/csm/highlight.htm
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A-shares

Originally limited to 
Mainland investors

Open to QFIIs in 2002

Open via Stock Connect 
programs in 2014 (SH)
and 2016 (SZ)

Averaged 15-40% 
premium since 2014

H-shares, Red Chips 
and P-Chips

25% of HK-listed 
names, but 65% of 
HK Market Cap

Open to Mainland via 
QDII, then Stock 
Connect
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A-H Premium Index 2012-2017 (down to ~118 as of 4Sep)
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A-H Premium by Name, some over 5x

Source: AAStocks
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Trading the A50 – Still over 50% Financials (vs 62% 1ya)

Source: CSOP (https://csopasset.us/products/afty)

Weight % NameEN NameTC NameSC ExchgTicker
TradE
xchg

GICSSector
EN

12.2 PING AN INSURANCE GROUP CO-A 中國平安 中国平安 601318 CG SHAX Financials
6.9 CHINA MERCHANTS BANK-A 招商銀行 招商银行 600036 CG SHAX Financials

6.2 KWEICHOW MOUTAI CO LTD-A 貴州茅台 贵州茅台 600519 CG SHAX
Consumer 
Staples

4.3 INDUSTRIAL BANK CO LTD -A 興業銀行 兴业银行 601166 CG SHAX Financials
3.4 CHINA MINSHENG BANKING-A 民生銀行 民生银行 600016 CG SHAX Financials

3.4 MIDEA GROUP CO LTD-A 美的集團 美的集团 000333 CS SHEX

Consumer 
Discretion
ary

3.4 GREE ELECTRIC APPLIANCES I-A 格力電器 格力电器 000651 CS SHEX

Consumer 
Discretion
ary

3.2 CHINA VANKE CO LTD -A 萬科 万科 000002 CS SHEX Real Estate
3.1 SHANGHAI PUDONG DEVEL BANK-A 浦發銀行 浦发银行 600000 CG SHAX Financials
2.6 AGRICULTURAL BANK OF CHINA-A 農業銀行 农业银行 601288 CG SHAX Financials
2.6 CITIC SECURITIES CO-A 中信証券 中信证券 600030 CG SHAX Financials

2.5 INNER MONGOLIA YILI INDUS-A 伊利股份 伊利股份 600887 CG SHAX
Consumer 
Staples

2.4 IND & COMM BK OF CHINA-A 工商銀行 工商银行 601398 CG SHAX Financials
2.3 BANK OF COMMUNICATIONS CO-A 交通銀行 交通银行 601328 CG SHAX Financials

2.3 JIANGSU HENGRUI MEDICINE C-A 恆瑞醫藥 恒瑞医药 600276 CG SHAX
Health 
Care

2.3 WULIANGYE YIBIN CO LTD-A 五糧液 五粮液 000858 CS SHEX
Consumer 
Staples
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A50 Futures are Still Super-liquid

Source: SGX
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… traditionally complemented with Hang Seng or H-Share
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… which is also bank-heavy (+Tencent)
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Even after A inclusion, top A (Kweichow Moutai) 
is still only 0.11% of the index

Source: SGX
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Source: https://www.msci.com/documents/10199/c843449c-94e5-4a55-a606-fd0b7f234acb

https://www.msci.com/documents/10199/c843449c-94e5-4a55-a606-fd0b7f234acb
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Too Big to ignore: A inclusion will push Mainland China to 
over 42% of the EM index

Already ”EM-ex-China”, look for “Asia ex-China”

Source: https://www.msci.com/www/blog-posts/the-world-comes-to-china/01002067599

Asia ex-China ETFs are currently offered by iShares, Columbia and EGAI



© 2018 GFM Group 20

China Free futures still not heavily traded…

Source: SGX
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Snapshot performance of the 3 indices over 2013-2018

Source: Yahoo Finance



© 2018 GFM Group 22

Order Confirmation for Greater China Futures on IBKR

Source: Interactive Brokers
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SGX has been expanding its “Total China” coverage

Source: SGX
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Order Confirmation for SGX RMB Currency Futures

Source: Interactive Brokers
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Risk #1: Trade War 

Source: https://commons.wikimedia.org/wiki/File:Turnbull_selfie_with_Xi_Trump_Quang.jpg



© 2018 GFM Group 26

Risk #2: Banking / Credit Crisis

Source: Max Pixel
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Trade 1: Long MSCI Free

Drivers

• Narrowing AH 
Premium

• Continued Strength in 
BAT+J (Baidu, 
Alibaba, Tencent, 
JD.com)

Short A50 Futures

Risks

• Widening and Volatile 
AH Premium

• Collapse in BAT+J
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Trade 2: Long SC Stocks

• Select portfolio of 
individual names

• Discount rotation as 
well as AH Premium

• Need cash to fund 
stock positions

Short A50 Futures

• USD-CNH basis risk

• Margin call if AH 
premium widens or 
shares underperform



Questions? Contact Us

GFM Group Limited
66th Floor, The Center
99 Queen’s Road Central
Hong Kong

www.gfmasset.com
TDennison@gfmgrp.com
M +852 9476 2868


	Too Big to Ignore: How to Invest in China’s Rising Dominance in Global Stock Indices
	Disclaimer
	Disclaimer by SGX
	About Tariq Dennison, CFPCM
	What is Greater China?
	China’s Growth into the World’s #1 Economy
	“Greater China” now mostly PRC, so we focus on that
	A vs B vs H-share statistics
	A-shares
	A-H Premium Index 2012-2017 (down to ~118 as of 4Sep)
	A-H Premium by Name, some over 5x
	Trading the A50 – Still over 50% Financials (vs 62% 1ya)
	A50 Futures are Still Super-liquid
	… traditionally complemented with Hang Seng or H-Share
	… which is also bank-heavy (+Tencent)
	Even after A inclusion, top A (Kweichow Moutai) �is still only 0.11% of the index
	Slide Number 17
	Slide Number 18
	Too Big to ignore: A inclusion will push Mainland China to over 42% of the EM index�Already ”EM-ex-China”, look for “Asia ex-China”
	China Free futures still not heavily traded…
	Snapshot performance of the 3 indices over 2013-2018
	Order Confirmation for Greater China Futures on IBKR
	SGX has been expanding its “Total China” coverage
	Order Confirmation for SGX RMB Currency Futures
	Risk #1: Trade War 
	Risk #2: Banking / Credit Crisis
	Trade 1: Long MSCI Free
	Trade 2: Long SC Stocks
	Questions? Contact Us



