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Disclaimer by GFM

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 accounting 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 
GFM Asset Management LLC is a US SEC registered investment advisor.  
Neither GFM entity is affiliated with any exchange, index sponsor, brokerage 
firm, or custodian, including the co-presenters of this seminar.

GFM and GFM’s clients may maintain long or short positions in instruments 
mentioned in this presentation, and may trade in or out of these without notice.

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 TEP CFPCM

§ Independent Adviser Managing accounts 
on Interactive Brokers Platform
§ US RIA: GFM Asset Management LLC
§ HK Type 9: GFM Group Limited

§ 23 years global 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
§ Fixed Income
§ Alternative Investments

§ Author of ”Invest Outside the Box”

“I give this book to my sales, trading, and legal teams as a great foundation to build market and 
product knowledge” 
—Bill Bamber, Managing Director, Structured Investment Products, Canadian Imperial Bank of 
Commerce (CIBC)

“An excellent logical and explanatory guide to the assets and strategies available to investors 
globally” 
—Emanuel Derman, Columbia University

This book is a practical and concise guide to major asset classes, investment strategies, and 
foreign markets. For investors familiar with one “box” of investments, this book serves as 
a non-technical introduction to other “boxes” worth diversifying into, such as bonds, real 
estate, private equity, cryptocurrencies, and Chinese A-shares. Readers with no prior finance 
background will find this book an accessible entry point to investing. Written by a practitioner, 
this volume can serve as course material for introductory investing classes or as an on-the-job 
guidebook for professionals and practicing investors.    

Tariq Dennison is a Hong Kong based fund manager and pension advisor investing retirement 
accounts across global stock, bond, and alternatives markets. An American raised in Europe 
and a long-time resident in Asia, Tariq has a lifelong natural interest in interest rates, foreign 
currencies, and frontier and out-of-favor markets. He has worked at Accenture, Commerzbank, 
Bear Stearns, J.P. Morgan, CIBC, and Société Générale in San Francisco, New York, Toronto, 
London and Hong Kong, before starting GFM Asset Management in 2014. Tariq teaches fixed 
income and alternative investments at ESSEC Business School in Singapore, CFA Singapore, and 
the Hong Kong Society of Financial Analysts, and holds a Bachelor’s degree from Marquette 
University and a Master’s in Financial Engineering from the University of California at Berkeley’s 
Haas School of Business.

TARIQ DENNISON

TARIQ DENNISON

UNDERSTANDING 
DIFFERENT ASSET 

CLASSES AND 
STRATEGIES

INVEST 
OUTSIDE 
THE BOX

INVEST OUTSIDE THE BOX
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Outline of Fundamental Part

• China in Global and EM 
Index Benchmarks

• China Post-COVID-19

• China’s “Alphabet soup”: 
Review of A vs H shares

• Understanding the main 
benchmarks: Hang Seng, 
H50, and A50

Outline of Action Part

• Understanding the options
• ETF vs index
• Exchanges & hours
• Sizes & currencies

• Sample long and short 
trading strategies
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Big picture: 
China vs World and EM
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Growth of China’s Equity Market Equally Impressive

Source: https://www.ftserussell.com/ja/research/preparing-chinas-inclusion-global-benchmarks-flexible-approach-managing-transition
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https://www.paceretfs.com/products/afty
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Official data? Try on the ground sanity checks…

Source: https://www.forbes.com/sites/tamarathiessen/2020/05/19/covid-19-birthplace-wuhan-china-now-top-travel-attraction/?sh=69d2ddeb1e7a
19 May 2020

https://www.forbes.com/sites/tamarathiessen/2020/05/19/covid-19-birthplace-wuhan-china-now-top-travel-attraction/?sh=69d2ddeb1e7a
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Just remember:
Prices, dividends, and opportunities 

matter more than any reported 
“statistics”

Options premiums are “prices”
Traveling by train to Wuhan is an “opportunity”



© 2021 GFM Group 12

Within your EM fund, China is way ”Too Big to Ignore”

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

Source: https://www.ftserussell.com/ja/research/preparing-chinas-inclusion-global-benchmarks-flexible-approach-managing-transition
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Much of that growth ß China’s E-commerce boom
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The longer-term consumer numbers that matter…

Source: BBC
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Review of China’s
A vs B vs H etc. Shares
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China’s “Alphabet Soup” of Share Classes

Source: https://research.ftserussell.com/products/downloads/Guide_to_Chinese_Share_Classes.pdf

Min 25% ownership by Chinese State entity

Private ownership & leadership
Min 45% PRC revenues & assets
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… very different performance over the past 5 years

Source: https://research.ftserussell.com/Analytics/FactSheets/temp/4d0e4879-4d20-4d2e-9a0f-785df24db4a1.pdf

Past performance is not 
indicative of future results.

Any stock, options or futures 
symbols displayed are for 
illustrative purposes only and 
are not intended to portray
recommendations.
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Some Statistics on H shares vs A shares…

Source: https://www.hkex.com.hk/eng/csm/highlight.htm
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http://www.aastocks.com/en/stocks/market/ah.aspx?sort=5&order=1&filter=3
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Source: https://markets.ft.com/data/indices/tearsheet/summary?s=HSCAHPI:HKG

A-H Premium since SH Stock Connect

Past performance is not indicative of future results.
Any stock, options or futures symbols displayed are for illustrative purposes only 
and are not intended to portray recommendations.

https://markets.ft.com/data/indices/tearsheet/summary?s=HSCAHPI:HKG
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Now, let’s look at the 
Index Benchmarks
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Past performance is not indicative of future results.
Any stock, options or futures symbols displayed are 
for illustrative purposes only and are not intended to 
portray recommendations.
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Raw sector weight numbers

Source: DWS, iShares

Past performance is not indicative of future results.
Any stock, options or futures symbols displayed are 
for illustrative purposes only and are not intended to 
portray recommendations.
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Upcoming Major Changes to the Hang Seng Index

Source: https://www.asiatimesfinancial.com/hang-seng-index-plans-major-overhaul

Past performance is not indicative of future results.
Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray 
recommendations.



© 2021 GFM Group 25

Top 5 H-Share “Tech Giants” (not in A50)

Source: Companies’ Websites

Past performance is not indicative of future results.
Any stock, options or futures symbols displayed are 
for illustrative purposes only and are not intended to 
portray recommendations.
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10% Meituan still smaller than 9% Tencent or 5% Ali 
Past performance is not indicative of future results.
Any stock, options or futures symbols displayed are for 
illustrative purposes only and are not intended to 
portray recommendations.
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Revenue Growth vs Earnings (~ FCF, roughly)…
Past performance is not indicative of future results.
Any stock, options or futures symbols displayed are for 
illustrative purposes only and are not intended to 
portray recommendations.
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Valuation multiples…
Past performance is not indicative of future results.
Any stock, options or futures symbols displayed are 
for illustrative purposes only and are not intended to 
portray recommendations.
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What A50 has that H50 lacks…

Source: HKAirportShop.com, Gree Facebook Page, Websites of Jiangsu Hengrui and Yili Dairy

Past performance is not indicative of future results.
Any stock, options or futures symbols displayed are 
for illustrative purposes only and are not intended to 
portray recommendations.
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Summary of H-Shares

• Tech giant P-Chips

• Red Chips like CNOOC 
and China Mobile

• Average 35% discount on 
H-Shares vs overlapping A-
Shares1

• 50% Overlap with the Hang 
Seng Index1

1 See Slide 22

Summary of A50

• Big liquor, and other 
domestic names

• More weight in financials 
and SOEs

• 38% overlap with the 
names in the H50 
(another 7% of H50 
names with A shares 
aren’t in the A50)2

2 See Slide 22
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Trading Mechanics & Strategies
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What & Why Options?

• Precise risk/return vs 
specific prices and 
timelines

• Manage risk, enhance 
yield, and/or enforce 
discipline

• “Simple contracts” like 
futures contracts

Why not options?

• Many feel options are 
“complicated” or “risky” 
(like automobiles)

• Behavioral temptations 
(very easy to lose huge 
amounts rapidly!)

• Expiring options require 
regular trading and 
maintenance, not “buy 
and hold”



© 2021 GFM Group 33

Options on the Hang Seng Index vs on its ETF

Source: Interactive Brokers
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H50 on SGX vs US-listed ETF…

Source: Interactive Brokers
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… A-Share ETF options in HK vs the US

Source: Interactive Brokers
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Sample option chain screen

Source: Interactive Brokers
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Sample Sell Index Call Option Order

Source: Interactive Brokers
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Strategy #1: Covered Call 
(Similar to cash-secured put write)

Source: Interactive Brokers
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Strategy #2: Protective Put
(Similar to buying a call outright)

Source: Interactive Brokers
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Strategy #3: Collared Long 
(Similar to buying a vertical call spread or selling a vertical put spread)

Source: Interactive Brokers
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Strategy #4: “Risk Reversal” 

Source: Interactive Brokers
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Strategy #5: Buffer (featured in “defined outcome” ETFs)

Source: Interactive Brokers
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Strategy #6: “Backspread” (sample 6x payoff)

Source: Interactive Brokers
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IBKR has a powerful “Strategy Builder”

Source: Interactive Brokers
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Cross-Index Spreads

• For example, sell put on 
H50, buy put on A50

• Can offer far more precise 
risk/reward spread trades 
than outright futures or ETFs

• Nearly limitless 
combinations

• Easier between “less 
different” options (e.g. FX, 
hours, index vs physical).

Risks

• Being wrong

• Pushing margin limits

• HKD vs USD basis

• H50 futures liquidity may 
take time to develop 
(which is why I’m not yet 
sampling a momentum 
strategy)



GFM Group Limited
#25-010, LKF Tower
33 Wyndham Street, Central
Hong Kong

https://gfmasset.com
TDennison@gfmgrp.com
Twitter: @QuantOfAsia
M +852 9476 2868

Questions?
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Alternative “Official” Data

• Reports of listed Chinese 
companies
• Usual red flag checks

• Reports of trading partners

• Reports of foreign 
companies doing business 
in China
• Apple, Starbucks, etc.

Even More Alternative Data

• ”On the ground” surveys
• In person
• Phone/WeChat network

• Overseas purchases by 
Chinese (e.g. Vancouver 
apartments)

• Satellite images
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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)

See slide 20 premium 
chart

H-shares, Red Chips and 
P-Chips

China’s own 
“international offshore” 
market 

Open to Mainland via 
QDII, then Stock 
Connect

US ADRs also get much 
attention


