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HSBC Qianhai Securities –
Opportunities for international investors

T

here is growing interest among
the international financial
community for Chinese
securities, with more global
capital flowing into the world’s second
largest economy. The level of foreign
holdings remains low, which means that
there is a large scope for future growth.
To help understand the behaviours
of China’s offshore investors, HSBC
recently commissioned a survey
examining their needs, preferences, and
expectations. 935 global institutional
investors and large corporates were
interviewed in August to September
2020 – all with existing exposure to or
plans to participate in mainland China’s
capital market.

Survey participants

935
investors

98%

of which have or are actively
engaged in mainland China’s
onshore market

Their geographic distribution
Asia Pacific
(non-mainland China)

43%
32%

North America
UK & Europe

25%

Investor type
60%

Asset / Fund Manager
Sovereign Wealth Fund
Pension Fund

18%
22%

HSBC Qianhai Securities – Opportunities for international investors

2

Demand for Chinese assets

Portfolio balancing towards mainland
China is continuing at a rapid pace.

There are differences however
between asset classes.

71%

62%

of equity investors are
looking to increase
exposure, while 53% of
fixed income investors
are doing the same.

of investors are planning to
increase their investment in
China by an average of 25%
over the next 12 months.

A variety of factors are driving investors towards Chinese investment opportunities.
The search for yield is the dominant driver, highlighting the attractiveness of
Chinese yields against a global backdrop of extremely low interest rates.
Recent improvements to market access and mainland China’s growing presence in
international indices are other motivations.

The full list of drivers behind investing in mainland China are the following:
Yield attractiveness

73%
49%

Index inclusion
More favourable terms to
accessing the onshore market

42%

Requirement of global asset allocation
to include mainland China debts

32%

Diversification of investment portfolio

26%

Growth / opportunity in
ESG-related investments
Market volatility

23%
14%

A deeper dive reveals nuances within the results:

97%

of fixed income investors are
motivated by index inclusion

41%

of European investors are
interested in Chinese ESG
opportunities
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What are foreign investors buying?
Fixed income

Equity investors

The typical fixed income investor trades
2.2 asset classes on average.

The typical equity investor is more likely to
buy in both mainland China A-shares and
mainland China B-shares, with the average
investor trading 1.5 markets. That said, four
fifths of investors have no preference between
the two kinds of shares.

The most popular assets among fixed
income investors are:
Corporate bonds
and convertibles

83%

Government bonds

53%

Commercial paper

46%

86%

of investors trade B-shares

Medium-term notes

22%

of investors trade A-shares

Enterprise bonds

15%

67%

B-shares remain a popular asset class,
despite the small range of stocks available:

Investors cited different reasons behind
their preferences:

Future changes in investment by
fixed-income investors
% of total
Key:

Add

Maintain

50%

Corporate bonds
and convertibles

48%

Enterprise bonds

B-shares
Higher
spreads/volatility

Deeper liquidity
Indexation

Decrease

Commercial
paper

Medium
term notes

A-shares

38% 13%

Currency
denomination

Better research
coverage
Better voting rights

42% 10%

34%
31%

51% 15%
45%

24%

Regional variation:
North America investors are
the only geography that is
only maintaining its corporate
bonds and commercial paper,
rather than increasing
exposure in mainland China.

Higher yields
Regulatory
constraints on
A-shares

A-shares the focus over the next
12 months:

59%

of top 200 equity investors
are planning to increase
their exposure in mainland
China A-shares

46%

of top 200 equity investors
are planning to increase
their exposure in mainland
China B-shares

HSBC Qianhai Securities – Opportunities for international investors

4

Access channels
There is a growing range of routes for international investors to access China markets.

55%

The average foreign institution uses 1.7
channels, with the most popular route across
all investors is indexation platforms, used by:

Fixed income investors

Equity investors

Key:

Key:

Now

12 months time

66%

Bond Connect

81%
36%

CIBM Direct

Indexation
Platforms

RQFII

QFII

42%
14%

Now

12 months time

4%

Offshore Index Funds

6%
3%

QFII

6%

98%
61%

Stock Connect

RQFII

31%

97%

Indexation
Platforms

90%
27%
34%
16%
27%
11%
15%

Key trends over the next 12 months:

Stock Connect
• A top three investment channel across all investors.
• More strong growth over the next 12 months, giving a user
base that accounts for 45% of investors.

QFII
• Expected to pick up in participation over the coming year.
• New regulations of RQFII in November will expand investment
scope and facilitate transactions, which could encourage
investments by foreign investors.
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Investment styles
Sectoral preferences

Bullish on infrastructure
More than four fifths of the survey’s respondents saying that infrastructure will contribute the
most to investment performance. This is true across all geographies and investor types.

83%

47%
43%
43%
33%
31%
28%
19%
11%

Infrastructure

Logistics / Transport
Technology
Property
Industrials
Financials
Consumer
Health
Diversified

There was however much variation on the second-most promising sectors.

Asia Pacific
Property

North America
and Europe

Fixed income

Equity

Property

Logistics
and transport

Technology

Research support

Investor concerns

Global investors value high-quality research
to support informed decision making. When
investing in China, investors are looking for
insight in the following areas:

The major concerns among foreign
investors towards China are local rating
system and outward remittance of funds
system. The full range of issues are:

89%

Individual issuer risk

83%

External risks
(e.g. political or regulatory)

77%
77%
72%

Macro-credit risks
Currency outlooks
Futures forecasting / analyses

81%
80%

Local rating system

72%

FX and interest rate
hedging tools

63%

Geopolitical matter

Outward remittance of
funds system
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Sustainability in focus

Environmental, Social
and Governance
ESG is a critical factor when screening investments, especially among European investors,
who rate it as a more significant factor than their peers in North America and Asia Pacific. This
reflects the different stages that these markets are on in their sustainability journey, as
sustainability is a major theme in Europe.

Importance of ESG in investment decisions
UK / Europe

TOTAL

2.32

1 = important

APAC

Fixed Income
Investors

1.93
2.24

2.26

2.59

North
America

2

2.40

Equity
Investors

3

4
Key:

Average
5 = unimportant

Investors are still focused
on the “E” in ESG, with
environmental policies
incorporated into nearly
half of global investors’
investment screening.
But the situation is
changing quickly, and in
two years time, the
proportion of investors
adopting governance
policies will surpass
environmental. Social
policies will still lag behind
the other two factors.

Projected ESG policies adoption by global investors
% of investors

Key:

100%
80

Not in near future /
don’t know / no view

60

Within 5 years
Within 2 years

40

Already factored in

20

Environmental

Social

Governance

0

Source:
East & Partners conducted the survey in September 2020, and interviewed 935 global fixed income investors, global equity investors and issuers. They represented
Asia (44%), North America (31%) and UK and Europe (25%).
Disclaimers:
This document is prepared by HSBC Qianhai Securities Limited (“IBCN”).
The information contained herein is derived from sources which IBCN believes to be reliable, but which it has not independently verified. IBCN and HSBC Group
(HSBC Holdings plc and its subsidiaries) make no representation or warranty (express or implied) of any nature nor is any responsibility of any kind accepted with
respect to the completeness or accuracy of any information, projection, representation or warranty (expressed or implied) in, or omission from, this document. No
liability is accepted whatsoever for any direct, indirect or consequential loss arising from the use of or reliance on this document or any information contained herein
by the recipient or any third party.
Any information (including market date, prices, values or levels) contained here are indicative only and any examples given are for the purposes of illustration only
and may vary in accordance with changes in market conditions. The opinions in this document constitute our present judgment, which is subject to change without
notice. IBCN has no obligations or responsibilities to notify recipients of such changes. We are not obliged to enter into any actual trade with you based on the any
information contained herein. This document does not constitute an offer for, or advice that you should enter into, the purchase or sale of any security, commodity or
other investment product or investment agreement, or any other contract, agreement or structure whatsoever. This material is intended for distribution to, or use by,
Professional Investors only, as defined in the Administrative Measures on the Suitability of Securities and Futures Investors and is not intended for the use of private
individual or retail customers.
This document is not intended to provide financial or professional advice or investment recommendation and should not be relied upon in that regard. No
consideration has been given to the particular investment objectives, financial situation or particular needs of any recipient. Recipients should not rely on this
document in making any investment decision and should make their own independent appraisal of and investigations into the information and any investment,
product or transaction described in this document and seek necessary independent professional advice. Unless the laws of the People’s Republic of China permits
otherwise, you must contact IBCN or the HSBC Group member in your home jurisdiction if you wish to use IBCN’s services in effecting a transaction in any
investment mentioned in this document.
This document, which is not for public circulation, must not be copied, transferred or the content disclosed, in whole or in part, to any third party and is not intended
for use by any person other than the intended recipient or the intended recipient’s professional advisers for the purposes of advising the intended recipient hereon.
The document is intended to be distributed and should be read in its entirety.
IBCN does not provide legal, tax, accounting, regulatory or other specialist advice and you should make your own arrangements in respect of such matters
accordingly. You are responsible for making an independent assessment and obtaining specialist professional advice in relation to the merits of the proposals
contained herein. In particular, this document may contain certain references to laws and regulations. Any such laws and/or regulations may be amended and
replaced from time to time. IBCN makes no representation that the references to laws or regulations, if contained herein, are exhaustive. There could be other
references to laws or regulations that may also be relevant to the proposals. IBCN does not give advice on laws and/or regulations. You should consult your own
professional advisers on laws and/or regulations.
© Copyright. HSBC Qianhai Securities Limited 2020. ALL RIGHTS RESERVED. No part of this publication may be reproduced, stored in a retrieval system, or
transmitted, in any form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the prior written permission of HSBC Qianhai
Securities Limited.

