China A-Shares
Top 18 FAQs

China A-Shares are RMB-denominated equity shares of China-based companies that trade on
the Shanghai and Shenzhen Stock Exchanges. It trades on the Shanghai Stock Exchange (SSE)
and the Shenzhen Stock Exchange (SZSE).
Q1. Can foreigners buy China A-Shares?
Yes. Foreign investors may invest in A-Shares via Stock Connect, Qualified Foreign Institutional Investor (QFII), or
RMB Qualified Foreign Institutional Investor (RQFII) programs.
Q2. How are China A-Shares different to China B-Shares?
China A-Shares are only quoted in RMB. China B-Shares are traded in USD on the Shanghai Stock Exchange and in
HKD on the Shenzhen Stock -shareExchange.
Q3. How are China A-Shares different to H-Shares?
China A-Shares are RMB-denominated equity shares of China-based companies and trade on either the Shanghai
Stock Exchange (SSE) or Shenzhen Stock Exchange (SZSE). H-Shares are HKD-denominated equity shares of
mainland China companies listed on the Hong Kong Stock Exchange.
Q4. How does the investor base differ between the
Shanghai, Shenzhen and Hong Kong Stock
Exchanges?
Shanghai and Shenzhen Stock Exchanges have higher
participation from retail investors. The Hong Kong Stock
Exchange has higher participation from institutional
investors.

Q5. What is the market capitalization of the Shanghai Stock Exchange and Shenzhen Stock Exchange?
Shanghai Stock Exchange has a capitalization of USD 4.8 trillion at the end of July 2019, according to data from
the World Federation of Exchanges. Shenzhen Stock Exchange has a capitalization of USD 3.0 trillion at the end of
July 2019, according to data from the World Federation of Exchanges.
Q6. What are the ten biggest stock exchanges by market capitalization in the world?
10. Bombay Stock Exchange (Market cap:
USD 2.0 trillion);
9. Toronto (Market cap: USD 2.3 trillion);
8. Shenzhen (Market cap: USD 3.0 trillion);
7. LSE (Market cap: USD 3.8 trillion);
6. Hong Kong (Market cap: USD 4.1 trillion);
5. Euronext (Market cap: USD 4.3 trillion);
4. Shanghai (Market cap: USD 4.8 trillion)
3. Tokyo (USD 5.6 trillion)
2. Nasdaq: (USD 11.9 trillion)
1. NYSE: (USD 24.4 trillion)

The World's Ten Largest Stock Exchanges
by Market Cap (USD Trillions), July 2019)

Data comes from World Federation of Exchanges website and
is correct as of end-July 2019.
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Q7. How is the Shenzhen Stock Exchange different from the Shanghai Stock Exchange?
1. Shenzhen Stock Exchange has more listed companies (2,179) than the Shanghai Stock Exchange (1,518);
2. Shenzhen Stock Exchange has a market cap
of USD 3.0 trillion at the end of July 2019,
smaller than the USD 4.8 trillion market cap
of the Shanghai Stock Exchange;

Shares of SOEs and non-SOEs in terms of market cap
Source: WIND, UBS IB, 20 April 2016

3. Shenzhen Stock Exchange has more private
companies in the market than Shanghai
Stock Exchange, which is dominated by
larger, state-owned companies;
4. Almost half of the Shenzhen stock market
consists of China’s new economy sectors
including, information technology, consumer
discretionary and healthcare. In the Shanghai
stock market, these three sectors only make
up less than 20% of the market cap.
Q8. Why are China A-Share markets volatile?
China A-Share markets are dominated by retail investors. Retail investors tend to have shorter investment time
horizons than institutional investors and trade in and out of positions much more frequently. As such, China's AShare markets can be volatile.
Q9. What are Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock Connect?
Shanghai-Hong Kong Stock Connect began on November 17, 2014 and provides mutual stock market access to
investors in Hong Kong and Shanghai. In July 2019, Shanghai-Hong Kong Stock Connect saw HKD 22.4bn of
average daily trading. Shenzhen-Hong Kong Stock Connect links the Shenzhen and Hong Kong Stock Exchanges
and allows mutual market access to investors in each market. Shenzhen-Hong Kong Stock Connect launched on
December 5th 2016 and handled HKD 21.4bn in average daily trading in July 2019.
Q10. What are Northbound Stock Connect trading & Southbound Stock Connect trading?
Northbound Stock Connect trading refers to equity trading by Hong Kong-based investors in the Shanghai and
Shenzhen Stock Exchanges via the Hong Kong-Shanghai/Shenzhen Stock Connect. Total northbound trading
turnover in August 2019 was RMB 869.1bn, with RMB 441.4bn on Hong Kong-Shanghai Stock Connect, and RMB
427.7bn on Hong Kong-Shenzhen Stock Connect, according to data from Hong Kong Exchanges and Clearing.
Southbound Stock Connect trading refers to equity trading by Shanghai and Shenzhen-based investors on Hong
Kong Stock Exchanges via the Hong Kong-Shanghai/Shenzhen Stock Connect. Total southbound trading turnover
in August 2019 was HKD 224.2bn, with HKD 143.1bn of southbound trading on Hong Kong-Shanghai Stock
Connect, and HKD 81.1bn of northbound trading on Hong Kong-Shenzhen Stock Connect, according to data from
Hong Kong Exchanges and Clearing.

Q11. Which is larger, southbound or northbound trading and why?
Northbound Stock connect trading has been
historically larger than southbound stock connect
trading, mainly because southbound trading is
more restricted than northbound.

Stock connect
Northbound & Southbound Average Daily Trading

Source: HKEx, September 2019
Note: Southbound refers to combined "southbound" trading
on the Shenzhen & Shanghai-Hong kong Stick Connect,
Northbound refers to combined "northbound" trading on the
Shenzhen & Shanghai-Hiong Kong Stock Connect
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Q12. Which China A-Shares are most popular with foreign investors?
In August 2019, the five most popular China A-Shares with foreign investors, measured by total northbound buy
volume on Stock Connect were:
1.
2.
3.
4.
5.

Kweichou Moutai, a Chinese baijiu/white liquor producer, RMB 15.2bn of buy volume;
Wuliangye Yibin, a Chinese baijiu/white liquor producer, RMB 12.1bn of buy volume;
Ping An Insurance, a China-based insurance company, RMB 9.6bn of buy volume;
Ping An Bank, a China-based commercial bank and a subsidiary of Ping An Insurance, RMB 9.3bn of buy
volume;
Midea Group, China-based consumer appliance manufacturer, RMB 5.7bn of buy volume

Q13. Which H-Shares are the most popular with mainland China investors?
In August 2019, the five most popular H-Shares with mainland China investors, measured by total buy volume on
Southbound Stock Connect were:
1.
2.
3.
4.
5.

China Construction Bank, a state-owned Chinese bank, HKD 13.7bn of buy volume
Tencent, a Chinese tech company, HKD 12.2bn of buy volume
Ping An, a China-based insurance company listed in Hong Kong, HKD 5.1bn of buy volume
ICBC, a state-owned Chinese bank, HKD 4.6bn of buy volume
Sunny Optical, optical product designer and manufacturer, HKD 4.4bn of buy volume

Q14. What amount and what percent share of China A-Shares do foreign investors
own?
As of the end of June 2019, foreign investors owned RMB 1.65trn (USD 230bn) worth of
China A-Shares, according to data compiled by the People's Bank of China. Foreign investors
owned an estimated 7.3% of the total A-Share free float market cap on China's domestic
equity market, according to UBS estimates.
Source: UBS, September 2019

Q15. When were A-Shares initially included in MSCI indices and Why?
The process of A-Share inclusion in MSCI indices began on June 1, 2018 when the benchmark provider added 230
A-Shares to its Emerging Market index. It is mainly because economic reforms, including Stock Connect, have made
China A-Shares much more accessible to international investors.
Q16. How will A-Shares be included in MSCI's Emerging Markets indices?
MSCI will increase A-Share's weighting or inclusion factor in its indices from 5% to 20% in three steps:
1. Raising the index inclusion factor of all China A Large Cap shares from 5% to 10% and adding ChiNext Large
Cap shares with a 10% inclusion factor in May 2019.
2. Further increasing the inclusion factor of all China A Large Cap shares from 10% to 15% in August 2019.
3. Finally raising the inclusion factor of all China A Large Cap shares from 15% to 20% and adding China A Mid
Cap shares with a 20% inclusion factor in November 2019.
Q17. What is China's STAR market and can foreign investors invest in China STAR stocks?
China's STAR equity market, officially known as the Shanghai Stock Exchange Science and Technology Innovation
Board, is focused on early-stage tech companies, featured 25 companies when it started on July 22, 2019, and is
intended to be similar in form and function to the US-based Nasdaq index. STAR market stocks are only accessible
to foreign investors via the QFII and RQFII programs. Currently, foreign investors may not invest in STAR stocks via
Stock Connect.
Q18. Do Chinese companies publish ESG reports?
In the past, not many Chinese companies published ESG reports. However, from 2020, all listed Chinese companies
will be required to produce ESG reports.
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Disclaimers:
This material has been prepared by UBS AG and / or a subsidiary and / or an affiliate thereof (“UBS”) and is for distribution only under such
circumstances as may be permitted by applicable law. It has been prepared with regard to the specific investment objectives, financial situation
or particular needs of any specific recipient. It is published solely for informational purposes and is not to be construed as a solicitation or an
offer to buy or sell any securities or related financial instruments or to participate in any particular trading strategy. Options, derivative products
and futures are not suitable for all investors, and trading in these instruments is considered risky. The recipient should not construe the contents
of this material as legal, tax, accounting, regulatory, or other specialist or technical advice or services or investment advice or a personal
recommendation. No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of
the information contained herein nor is it intended to be a complete statement or summary of the securities markets or developments referred
to in this material or a guarantee that the services described herein comply with all applicable laws, rules and regulations. It should not be
regarded by recipients as a substitute for the exercise of their own judgment. UBS is under no obligation to update or keep current the
information contained herein. Neither UBS nor any of its directors, officers, employees or agents accepts any liability for any loss or damage
arising out of the use of all or any part of this material or reliance upon the information contained herein. UBS specifically prohibits the
redistribution or reproduction of these materials in whole or in part without the written permission of UBS and UBS accepts no liability
whatsoever for the actions of third parties in this respect. United States These materials are distributed by UBS Securities LLC (member NYSE,
FINRA and SIPC) or by UBS Financial Services Inc. (member FINRA and SIPC), both of which are subsidiaries of UBS AG, or solely to US
institutional investors by UBS AG or by a subsidiary or affiliate thereof that is not registered as a US broker-dealer (a “non-US affiliate”).
Transactions resulting from materials distributed by a non-US affiliate must be effected through UBS Securities LLC or UBS Financial Services Inc.
© UBS 2020. The key symbol and UBS are among the registered and unregistered rights of UBS. All rights reserved.
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