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MSCI announced that it will delay including 
China’s A-shares into its Emerging Markets 
index, the 3rd rejection since 2011. Expectations 
were very mixed coming into the decision with 
a 50:50 probability of pass / fail according to 
strategists. Despite efforts by Chinese 
regulators to improve its standing in recent 
months, MSCI expressed concerns over quota 
allocation, trading suspension and the 20% 

monthly repatriation limit. It will reevaluate A-share inclusion as part of 
its 2017 Market Classification Review in June next year, and is open to 
a potential off-cycle announcement should further significant positive 
developments materialize before then. 

Impact of the delay – limited 
While the delay is negative on near-term sentiment, there is little 
fundamental impact. At the proposed 5% inclusion factor, A-share 
inclusion would have equated to inflow of roughly US$22bn from 
global investors – merely less than 1% of A-share market’s US$2.8tn 
free float1. In addition, full inclusion will likely take years to materialize. 
Taking Korea and Taiwan as references, which are much smaller 
markets compared to A-shares, full MSCI inclusion took roughly 7 
years and 9 years respectively1. Having said that, we expect near-term 
sentiment to be negatively affected by the event given relatively higher 
expectation from domestic investors. 

The Shanghai Composite index opened lower by 1.5% on Wednesday 
but subsequently rallied, ending the morning session up 1.5%2. 

Long-term roadmap remains
We believe the long-term roadmap for A-shares inclusion remains 
unchanged. China’s weight in global indices is significantly low relative 
to metrics such as market cap, GDP, SDR weight and market turnover. 
Given China A-shares make up about three-quarters of China’s total 
market cap3, with further market reforms, we believe A-shares 
inclusion is inevitable. 

China’s weight from global perspective 

Source: Bloomberg, Factset, Haver, WFE and Citi Research; Note: Mkt Cap and MSCI AC World data 
as of Jun 13, 2016; Turnover data Jan-Apr, 2016; GDP data as of 2015,SDRs data will take effect on 
Oct 1st, 2016.

Maintain a bottom-up approach
The China exposure in our flagship Asia regional equity strategies is 
nearly entirely coming from Hong Kong-listed H-shares and US-listed 
ADRs. While we have significant A-shares research capabilities in the 
research team, we remain hesitant to have significant exposure in the 
on-shore market given concerns towards market dynamics and 
valuations. The Mirae Asset Asia Sector Leader Equity Fund and the 
Mirae Asset Asia Great Consumer Equity Fund have 0% and 2.5% 
exposure in A-shares as of the end of May 2016. 

As China goes through a prolonged “L”-shaped recovery, our 
investment strategy remains focused on bottom-up opportunities in 
the new economy that benefit from the rise of the Chinese consumers. 
These areas include internet / e-commerce, tourism, insurance and 
healthcare. 

MSCI A-share inclusion – 
Third time’s (still not) the charm

Source: 
1 Bank of America Merrill Lynch     2 Bloomberg      3 Citibank
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Disclaimer

This document has been prepared for  presentat ion,  i l lustrat ion and discussion purpose only 
and is  not legal ly  b inding.  Whi lst  compl ied f rom sources Mirae Asset Global  Investments 
bel ieves to be accurate,  no representat ion,  warranty,  assurance or impl icat ion to the 
accuracy,  completeness or adequacy f rom defect of  any k ind is  made. The div is ion,  group, 
subsid iary or  affi l iate of  Mirae Asset Global  Investments which produced th is document shal l  
not  be l iab le to the rec ip ient  or  contro l l ing shareholders of  the rec ip ient  resul t ing f rom i ts use.  
The v iews and informat ion d iscussed or referred in th is report  are as of  the date of  
publ icat ion,  are subject  to change and may not reflect the current v iews of  the wr i ter (s ) .  The 
v iews expressed represent an assessment of  market condi t ions at  a specific point  in t ime, are 
to be t reated as opin ions only and should not be re l ied upon as investment advice regarding 
a part icu lar  investment or  markets in genera l .  In addi t ion,  the opin ions expressed are those 
of  the wr i ter (s )  and may di f fer  f rom those of  other Mirae Asset Global  Investments’  investment 
profess ionals.  

The prov is ion of  th is document shal l  not  be deemed as const i tut ing any of fer ,  acceptance, or  
promise of  any further contract  or  amendment to any contract  which may ex ist  between the 
part ies.  I t  should not be d ist r ibuted to any other party except wi th the wr i t ten consent of  
Mirae Asset Global  Investments.  Noth ing here in conta ined shal l  be construed as grant ing the 
rec ip ient  whether d i rect ly  or  indi rect ly  or  by impl icat ion,  any l icense or r ight ,  under any copy 
r ight  or  inte l lectual  property r ights to use the informat ion here in.  This document may inc lude 
reference data f rom th i rd-party sources and Mirae Asset Global  Investments has not 
conducted any audi t ,  va l idat ion,  or  ver ificat ion of  such data.  Mirae Asset Global  Investments 
accepts no l iab i l i ty  for  any loss or damage of  any k ind resul t ing out of  the unauthor ized use 
of  th is document.  Investment involves r isk.  Past per formance figures are not indicat ive of  
future per formance. Forward- looking statements are not guarantees of  per formance. The 
informat ion presented is  not intended to prov ide specific investment advice.  P lease carefu l ly  
read through the of fer ing documents and seek independent profess ional  adv ice before you 
make any investment decis ion.  Products,  serv ices,  and informat ion may not be avai lable in 
your jur isd ict ion and may be of fered by affi l iates,  subsid iar ies,  and/or d ist r ibutors of  Mirae 
Asset Global  Investments as st ipu lated by local  laws and regulat ions.  P lease consul t  wi th 
your profess ional  adv iser for  fur ther in format ion on the avai labi l i ty  of  products and serv ices 
with in your jur isd ict ion.

Uni ted Kingdom: This document does not expla in a l l  the r isks involved in invest ing in the Fund 
and therefore you should ensure that  you read the Prospectus and the Key Investor 
Informat ion Documents ("KI ID")  which conta in fur ther in format ion inc luding the appl icable r isk 
warn ings.  The taxat ion posi t ion af fect ing UK investors is  out l ined in the Prospectus.   The 
Prospectus and KI ID for  the Fund are avai lable f ree of  charge f rom 
http:// investments.miraeasset.eu,  or  f rom Mirae Asset Global  Investments (UK) Ltd. ,  4th 
F loor,  4-6 Royal  Exchange Bui ld ings,  London EC3V 3NL, Uni ted Kingdom, te lephone +44 
(0)20 7715 9900.  

This document has been approved for  issue in the Uni ted Kingdom by Mirae Asset Global  
Investments (UK) Ltd,  a company incorporated in England & Wales with registered number 
06044802, and hav ing i ts  registered office at  4th F loor,  4-6 Royal  Exchange Bui ld ings,  
London EC3V 3NL, Uni ted Kingdom. Mirae Asset Global  Investments (UK) Ltd.  is  author ised 
and regulated by the F inancia l  Conduct Author i ty  wi th firm reference number 467535.

Uni ted States:  An investor should consider the Fund’s investment object ives,  r isks,  charges 
and expenses carefu l ly  before invest ing.  This and other important in format ion about the 
investment company can be found in the Fund’s prospectus.  To obta in a prospectus,  contact 
your financia l  adv isor or  ca l l  (888)  335-3417. Please read the prospectus carefu l ly  before 
invest ing.

India:  Mutual  Fund investments are subject  to market r isks,  read a l l  scheme re lated 
documents carefu l ly .


