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Should China be a part of 
your portfolio?

China has grown over the years to become the world’s second largest 
economy, accounting for around one-fifth of the global GDP. Its 
dominance in the global economic landscape is also reflected in the size of 
its equity markets: the market capitalisation of China’s onshore equities’ 
amounts to USD 7.8tn, making it second only to the US in the global 
pecking order. 
Despite its well-recognised growth potential and the significant strides 
China has made in recent years to open up its markets and become better 
integrated with the global financial system, its equity markets remain 
under-represented in key global benchmarks. 
In 2018, index providers, such as MSCI and FTSE, began recognising
China’s deepening capital market reforms by allowing onshore equities 
into their widely tracked indices, supporting China’s efforts to attract 
foreign investments. Despite the symbolic significance of these changes, 
the actual impact of index inclusion has been limited in the short term 
given the relatively small universe of stocks included and their still very low 
level of representation. 
Going forward, we expect a near-constant trickle of incremental market 
reforms as China continues to internationalise its markets and journey its 
way to an eventual full inclusion in key equity indices and greater 
allocation in global investors’ portfolios. 
The decision to invest in China ultimately depends on investors’ conviction 
on the Chinese economy, reforms and capital markets over the long term. 
Now that MSCI has added China A in their global benchmarks, investors 
worried about China’s investability and future may need to change their 
strategic asset allocation benchmarks to avoid taking additional exposure 
to the country. On the other hand, investors who are comfortable with an 
increased weight of Chinese assets in their benchmarks – or those who 
want to seize the opportunity to increase their exposures further – should 
act now and select the right tools to adjust their allocation.
This is why we offer the HSBC MSCI China UCITS ETF and the HSBC 
MSCI China A Inclusion ETF, offering investors simple and cost-efficient 
access to these assets.

Source: MSCI, Goldman Sachs, HSBC Global Asset Management, data as of February 2020.
Any v iews expressed were held at the time of preparation and are subject to change without notice. Any forecast, projection or 
target where prov ided is indicative only and not guaranteed in any way. HSBC Global Asset Management accepts no liability for any 
failure to meet such forecast, projection or target.
1. Source: Gross domestic product, PPP. World Development Indicators database, World Bank
2. Source: IMF f orecast for 2020

Chinese
economy GDP 
is USD 22.5  
trillion1

Estimates put 
Chinese 
economic 
growth at 6.0% 
in 20202
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Chinese equities
From niche to mainstream

The A-share market has a relatively low  correlation w ith its developed and emerging market peers, as the domestically-traded 
market has been largely closed to foreign investors in the past. Chinese equities have also displayed the ability to shrug of f 
negative headlines on the domestic and external front. Markets have advanced despite concerns over the ongoing trade 
dispute and slow ing economic grow th.

Shortly after including China A-shares in some of its most w idely-tracked benchmarks for the f irst time in 2018, MSCI, in 
February 2019, decided to step on the accelerator and increase China’s w eighting in its key indices. They off icially increased 
the index inclusion factor of all China A large-cap shares from 5% to 10% in May 2019 and increased the opportunity set by 
adding ChiNext Large Cap shares w ith a 10% inclusion factor. The August 2019 round saw  the inclusion factor of more than 
200 China A-shares increased to 15% and bumped up the A-share w eighting in MSCI Emerging Markets to over 2.1%. The 
MSCI three-step inclusion eventually increased the w eight of China A-shares to 4.0% of the MSCI Emerging Markets Index in 
November 2019. 

FTSE Russell, another major index provider, has started incorporating China A-shares in a three-step process that began in 
June 2019. In all, more than a thousand stocks traded on the Shanghai and Shenzhen exchanges w ill be brought into the FTSE 
indices by March 2020. China A-shares are expected to represent 5.4% of the FTSE Emerging Index, according to the index 
provider’s estimate.

Growing presence in global indices

1. Source: MSCI, Bloomberg, data as at January 2020. Others include Brazil, South Africa, Russia, Mexico, etc.
2. Source: HSBC Global Asset Management, data as at January 2020.

Source: Bloomberg, MSCI and HSBC Global Asset Management. Correlation calculated using weekly returns in local currency from January 2010 to January 2020. 
Past perf ormance is not indicative of future performance. For illustrative purposes only.

The diversification argument

China 
Of f shore

30.1%

Korea
11.6%

Taiwan
11.7%

India
9.0%

China A
4.1%

Others
33.4%

MSCI Emerging Markets Index1

H Shares
60.5%

ADRs
28.4%

A Shares
11.2%

MSCI China Index2

MSCI China A 
Onshore S&P500 Stoxx 50 Nikkei 225 MSCI AC World MSCI EM Hang Seng

MSCI China A Onshore 1.00 

S&P500 0.29 1.00 

Stoxx 50 0.25 0.77 1.00 

Nikkei 225 0.28 0.58 0.60 1.00 

MSCI AC World 0.33 0.95 0.84 0.65 1

MSCI EM 0.27 0.80 0.99 0.62 0.87 1

Hang Seng 0.51 0.55 0.54 0.57 0.71 0.56 1
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Simple solutions to access mainland China

Investment objective
The fund seeks to replicate the performance of the MSCI China Index while minimising as far as possible 
the tracking error between the Fund’s performance and that of the Index. The Index is a market-
capitalisation weighted index designed to measure the performance of the largest Chinese companies.

Benchmark MSCI China Index Net Total Return (NDEUCHF)

OCF 0.60%

Registration CH, DE, DK, ES, FI, FR, IE, IT, LU, NL, PT, SE, UK

Listings / Ticker

London Stock Exchange
HMCD LN (USD) | HMCH LN (GBP)

SIX Swiss 
HMCH SW (USD)

Borsa Italiana
HMCH IM (EUR)

Xetra
H4ZP GY (EUR)

Launch date 26 January 2011

ISIN IE00B44T3H88 | DE000A1JF7L0

Base currency USD

Fund domicile Ireland

UK reporting fund status (UKRS) Yes

Fund manager HSBC Global Asset Management (UK) Ltd

Assets under management USD 419.4 million

Replication methodology Physical replication

Dividend treatment Distribution

Dividend Frequency Semi-annual

HSBC MSCI China UCITS ETF

The HSBC MSCI China UCITS ETF and HSBC MSCI China A Inclusion UCITS ETF are quick and cost-efficient solutions, and can simply be 
added to existing allocations, meaning investors don’t have to reallocate.

Source: HSBC Global Asset Management, MSCI, as at 31 January 2020. Characteristics and weightings are f or information only, are not guaranteed and are 
subject to change over time, and without prior notice, taking into account any changes in markets.

Investment objective
The fund seeks to replicate the performance of the MSCI China A Inclusion Index while minimising 
as far as possible the tracking error between the Fund’s performance and that of the Index. The Index is 
designed to track the China A-Shares which are included in the MSCI Emerging Markets Index. 

Benchmark MSCI China A Inclusion index Net Total Return (M1CNA)

OCF 0.30%

Registration AT, CH, DE, ES, FR, IE, IT, LU, NL, PT, SE, UK

Listings / Ticker

London Stock Exchange
HMCT LN (USD) | HMCA LN (GBP)

SIX Swiss 
HMCT SW (USD)

Borsa Italiana
HMCA IM (EUR)

Xetra
H41K GY (EUR)

Launch date 27 July 2018

ISIN IE00BF4NQ904 | DE000A2N5QJ3

Base currency USD

Fund domicile Ireland

UK reporting fund status (UKRS) Yes

Fund manager HSBC Global Asset Management (UK) Ltd

Assets under management USD 154.8 million

Replication methodology Physical replication

Dividend treatment Distribution

Dividend Frequency Quarterly

HSBC MSCI China A Inclusion UCITS ETF
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HSBC’s footprint and solid expertise in China: 
HSBC Jintrust in Shanghai has been 

embedded w ithin the China A-share market 
since 2007 and provides on-the-ground 

expertise and insight. 

Our mainland Chinese solutions rely on our longstanding 
expertise in China and Hong Kong – meaning they can take 

advantage of our intellectual property. 

HSBC Global Asset Management in Hong 
Kong understands and meets the 

requirements of international institutional 
investors in terms of investment oversight, risk 

management and reporting

HSBC has a long heritage of investing in Chinese 
Equity, and asset management experience w ith strong 

relationships w ith brokers in Asia

Our expertise in China

HSBC for your China exposure
HSBC has the widest and deepest presence in China among all foreign financial institutions, and is the leading foreign bank in China, having 
been actively participating in free trade zone developments. 
HSBC China’s knowledge of mainland China and international banking expertise enable it to provide customers with a wide range of
specialised services:
 Comprehensive services and solutions to meet corporate, institutional and commercial banking needs in mainland China
 Comprehensive RMB and foreign currency services to HSBC retail banking and wealth management clients in mainland China
 Launched in Beijing, Guangzhou and Shanghai in March 2008, the Private Banking business provides a wide range of services for high 

net worth individuals and their families

The performance figures displayed in the document relate to the past and past performance should not be seen as an 
indication of future returns.
Source: HSBC Global Asset Management. For illustrative purposes only. The commentary and analysis presented in this document reflect the opinion of HSBC 
Global Asset Management  on the markets, according to the information available to date. They do not constitute any kind of commitment from HSBC Global Asset 
Management.
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Our expertise in ETFs

Source: HSBC Global Asset Management. For illustrative purposes only. Characteristics and weightings are for information only, are not guaranteed and are 
subject to change over time, and without prior notice, taking into account any changes in markets. The commentary and analysis presented in this document reflect 
the opinion of  HSBC Global Asset Management  on the markets, according to the information available to date. They do not constitute any kind of commitment from 
HSBC Global Asset Management.

HSBC Global Asset Management’s commitment to passive investing goes 
back to 1988, w hen w e launched its f irst index tracker fund in the UK. We 
have been a leader in a number of the key passive trends, including 
managing exchange-traded funds since 2003, w hen w e launched our f irst 
products in Hong Kong. In late 2009, w e launched our f irst UCITS ETFs in 
Europe. We now  have a range of 29 ETFs for a total of USD 8.8bn of AUMs 
as at December 2019. 

Experience in Managing Exchange-Traded Funds

We continuously invest in and develop leading technology to support our 
investment processes and seize opportunities for our clients as they emerge. 
Our proprietary technology ensures the eff iciency and accuracy of information 
– supporting consistent tracking and fund performance. We integrate 
technological developments into our investment platform, providing:

 In-house trade algorithms and portfolio optimisation techniques,

 Direct feeds of large pools of data,

 Risk management coded and embedded across the platform at both pre-
and post-trade levels.

Our proprietary technology has been designed by our investment teams to 
meet our rigorous and robust requirements, ensuring cost savings and better 
performance outcomes for both our funds and our investors.

Investing in proprietary technology

The management and control of a range of risks are key to our investment 
process – not only during portfolio construction but throughout the life-cycle of 
the portfolio. Risk management is central to our investment process both 
before and after investment decisions are made. 

Our ongoing risk management covers investment operating parameters, 
tracking error risk, counterparty risk, exposure risk and the accuracy of our 
analyses of performance attributions and exposures to different parts of the 
underlying market.

We also manage and implement the impact of index rebalancing, currency 
exchange rate exposures and, corporate action events such as mergers and 
acquisitions, stock splits, rights issues, spin-offs or the receipt of interest and 
dividends.

As a bank-ow ned asset manager, w e are subject to very robust risk 
parameters and strict governance rules. Our risk management division also 
benefits from its alignment and operation w ithin the global framew ork of 
HSBC Group – this facilitates the sharing of best practice, controls and ideas 
w hile also ensuring the independence of our risk management division. 

Enhanced risk management, control and monitoring

30 Years

4) Transparency
Fully transparent, with physical 

replication, no securities lending
All constituents online

2) Competitive pricing
The abil ity to offer competitive 

TER/OCF across our ETFs

3) Well resourced teams
Dedicated ETF Sales and ETF 

Capital Market teams on hand to 
help 

Team of investment management 
professionals with a depth of 

experience in index based investing

1 ) Robust tracking
All our funds are either physically 
replicated or physically optimised 

Our conscientious and value-added 
approach to passive management 

has enabled us to consistently 
produce returns that closely track 
that of the index, while remaining 

within the target tracking tolerances 

5) Strong relationship with 
administrator

Partnership with administrator and 
custodian

Strong NAV tolerance tools – more 
accurate valuations

Investment team oversight
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Fund name ISIN 
Base 
currency TER / OCF AUM (USD)

Div idend 
frequency 

Replication 
method 

Dev eloped markets – regional exposure

HSBC MSCI WORLD UCITS ETF IE00B4X9L533
DE000A1C9KL8 USD 0.15% 1,714,567,932 Quarterly Optimisation

HSBC EURO STOXX 50 UCITS ETF IE00B4K6B022
DE000A1C0BB7 EUR 0.05% 155,335,925 Semi-annual Physical 

replication

HSBC MSCI PACIFIC ex JAPAN 
UCITS ETF 

IE00B5SG8Z57
DE000A1C22P6 USD 0.15%1 27,860,465 Semi-annual Physical 

replication

Dev eloped markets – single country exposure

HSBC S&P 500 UCITS ETF IE00B5KQNG97
DE000A1C22M3 USD 0.09% 3,773,528,332 Semi-annual Physical 

replication

HSBC MSCI JAPAN UCITS ETF IE00B5VX7566
DE000A1C0BD3 USD 0.19% 183,775,506 Semi-annual Physical 

replication

HSBC Global Asset Management ETF range

Source: HSBC Global Asset Management, , as at 31 January 2020.  

Emerging markets – regional exposure

HSBC MSCI EMERGING MARKETS 
UCITS ETF 

IE00B5SSQT16
DE000A1JXC94 USD 0.15%1 177,038,370 Quarterly Optimisation

Emerging markets – single country exposure

HSBC MSCI CHINA UCITS ETF IE00B44T3H88
DE000A1JF7L0 USD 0.60% 419,430,310 Semi-annual Physical 

replication
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Key risks
The value of an investment in the portfolios and any income from them can go down as well as up and as with any investment you may not receive 
back the amount originally invested. 
 Counterparty Risk The possibility that the counterparty to a transaction may be unwilling or unable to meet its obligations.
 Derivatives Risk Derivatives can behave unexpectedly. The pricing and volatility of many derivatives may diverge from strictly reflecting the pricing or 

v olatility of their underlying reference(s), instrument or asset.
 Emerging Markets Risk Emerging markets are less established, and often more volatile, than developed markets and involve higher risks, particularly 

market, liquidity and currency risks.
 Exchange Rate Risk Changes in currency exchange rates could reduce or increase investment gains or investment losses, in some cases significantly.

 Index Tracking Risk To the extent that the Fund seeks to replicate index performance by holding individual securities, there is no guarantee that its 
composition or performance will exactly match that of the target index at any given time (“tracking error”).

 Investment Leverage Risk Investment Leverage occurs when the economic exposure is greater than the amount invested, such as when derivatives are 
used. A Fund that employs leverage may experience greater gains and/or losses due to the amplification effect from a movement in the price of the reference 
source.

 Liquidity Risk Liquidity Risk is the risk that a Fund may encounter difficulties meeting its obligations in respect of financial liabilities that are settled by 
deliv ering cash or other financial assets, thereby compromising existing or remaining investors.

 Operational Risk Operational risks may subject the Fund to errors affecting transactions, valuation, accounting, and financial reporting, among other things.

Contact
For more information, please contact us:
Telephone: 0800 358 3011
Email: etfcapmarkets@hsbc.com | etf.sales@hsbc.com
Website: https://www.etf.hsbc.com

Important information 
This document is distributed by  HSBC Global Asset Management and is only  intended f or prof essional inv estors as def ined by  MIFID. The inf ormation 
contained herein is subject to change without notice. All non-authorised reproduction or use of  the commentary  and analy sis will be the responsibility  of  
the user and will be likely  to lead to legal proceedings. This email and the documents prov ided hav e no contractual v alue and are not by  any  means 
intended as a solicitation, nor an inv estment adv ice f or the purchase or sale of  any  f inancial instrument. The commentary  and analy sis presented in these 
materials ref lect the opinion of  HSBC Global Asset Management on the markets, according to the inf ormation av ailable to date. They  do not constitute 
any  kind of  commitment f rom HSBC Global Asset Management. Consequently , HSBC Global Asset Management will not be held responsible f or any  
inv estment or disinv estment decision taken on the basis of  the commentary  and/or analy sis in these documents. All data f rom HSBC Global Asset 
Management (France) unless otherwise specif ied. Any  third party  inf ormation has been obtained f rom sources we believ e to be reliable, but which we 
hav e not independently  v erif ied.
Capital is not guaranteed. Those ETF must be considered as speculativ e
The HSBC ETFs are sub-f unds of  HSBC ETFs plc (“the Company ”), an inv estment company  with v ariable capital and segregated liability  between sub-
f unds, incorporated in Ireland as a public limited company , and is authorised by  the Central Bank of  Ireland. The company  is constituted as an umbrella 
f und, with segregated liability  between sub-f unds. Shares purchased on the secondary  market cannot usually  be sold directly  back to the Company . 
Inv estors must buy  and sell shares on the secondary  market with the assistance of  an intermediary  (e.g. a stockbroker) and may  incur f ees f or doing so. 
In addition, inv estors may  pay  more than the current Net Asset Value per share when buy ing shares and may  receiv e less than the current Net Asset 
Value per Share when selling them.
Restrictions: The shares in HSBC ETFs plc hav e not been and will not be of f ered f or sale or sold in the United States of  America, its territories or 
possessions and all areas subject to its jurisdiction, or to United States Persons. Af f iliated companies of  HSBC Global Asset Management (UK) Limited 
may  make markets in HSBC ETFs plc.The f unds or securities ref erred to herein are not sponsored, endorsed, or promoted by  MSCI, and MSCI bears no 
liability  with respect to any  such f unds or securities or any  index on which such f unds or securities are based. The Supplement to the Prospectus 
contains a more detailed description of  the limited relationship MSCI has with HSBC ETFs plc and any  related f unds.
HSBC Global Asset Management is a group of  companies in many  countries and territories throughout the world that are engaged in inv estment adv isory  
and f und management activ ities, which are ultimately  owned by  HSBC Holdings Plc. (HSBC Group). HSBC Global Asset Management is the brand name 
f or the asset management business of  HSBC Group. The abov e communication is distributed by  the f ollowing entities:
in Sweden by  HSBC Global Asset Management (France), a Portf olio Management Company  authorised by  the French regulatory  authority  AMF (no. 
GP99026) and through the Stockholm branch of  HSBC Global Asset Management (France), regulated by  the Swedish Financial Superv isory  Authority  
(Finansinspektionen);
in Luxembourg by  HSBC Global Asset Management (France), a Portf olio Management Company  authorised by  the French regulatory  authority  AMF (no. 
GP99026);
HSBC Global Asset Management (France) - 421 345 489 RCS Nanterre. Portf olio management company  authorised by  the French regulatory  authority  
AMF (no. GP99026) with capital of  8.050.320 euros.
Postal address: 75419 Paris cedex 08
Of f ices: Immeuble Coeur Déf ense - 110 esplanade du Général de Gaulle - La Déf ense 4 - 92400 Courbev oie – France
www.assetmanagement.hsbc.com/f r
Non contractual document, updated in February  2020
Copy right : All rights reserv ed © HSBC Global Asset Management (France), 2020
AMFR2020_EXT_BR_083. Expires: 02/2021
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https://www.etf.hsbc.com/
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