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MSCI Plans to Increase China A-Share 
Exposure
After several years of consideration, in May 2018 MSCI added a small 
portion of the China A-share market to its Emerging Markets Equity 
Index using a 5% inclusion factor.1 This amounted to 239 large-cap 
companies that comprised just 0.7% of the broad benchmark. At 
the end of February 2019, MSCI announced plans to increase the 
inclusion factor from 5% to 20% in three steps with the final step 
occurring in November 2019. This is projected to represent 3.3% 
of the index, but remains a small portion compared to the 16.2% 
exposure at a 100% inclusion rate.
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Exhibit 1:  China Exposure Within the MSCI EM Index at Various Inclusion Rates
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After the initial inclusion of A-shares in 2018, MSCI solicited feedback from the investment community 
about increasing the inclusion factor from 5% to 20%. Given the successful implementation of the 5% 
inclusion as well as the continued improvements in market accessibility, support was positive for increasing 
the inclusion factor. Furthermore, MSCI noted the significant reduction in trading suspensions since 2017. 
Last, the daily trading limit and number of new accounts opened has significantly increased within the 
Stock Connect program, which is an investment channel between Hong Kong, Shanghai, and Shenzhen that 
allows international and mainland Chinese investors to trade securities in each other’s markets. 

WHAT ARE A-SHARES?
A-shares are Chinese companies that are traded on local Chinese stock exchanges. There are two exchanges, 
the Shanghai and the Shenzhen. Over the last 15 years the number of companies listed on Chinese stock 
exchanges has grown from 1,300 to 3,500. As a point of comparison, the NYSE and Nasdaq have over 
4,000 listed companies. Historically these local Chinese markets have been closed to U.S. and other foreign 
investors but that changed in 2013 when China announced its Stock Connect program, which opened its 
markets to investors outside of China. This was a major reason why MSCI decided to include a small piece 
of A-shares in the Emerging Markets Equity Index starting in 2018. 

Historically, U.S. investors have accessed Chinese equities largely through H-shares. H-shares are Chinese 
companies that are listed on the Hong Kong Stock Exchange. There are many companies that are listed in 
both the H-share market and the A-share market however there are more unique investment opportunities 
within the A-share market. As China continues its transition to a consumer-based economy, many of the 
newer consumer focused companies are listed in the A-share market.

WHAT IS THEIR FUTURE?
Over the next nine months MSCI will increase the weight of China A-shares to its respective indices following 
the three steps outlined in Exhibit 2. Upon completion the index is expected to contain 253 large- and 168 
mid-cap stocks from the China A-share market. This is projected to represent 3.3% of the MSCI EM Index. 
MSCI has not provided a timeline for 100% inclusion.

Source: MSCI

Exhibit 2:  Timeline for 20% Inclusion
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The February announcement displays the growing confidence in market liberalization within China and 
reaffirms Marquette’s view that institutional investors will increasingly have exposure to China’s local markets 
over the medium to long-term horizon. Currently, Marquette does not recommend a dedicated allocation to 
the China A-share market. However, Marquette believes that stock exposure in a broader Emerging Markets 
Equity allocation can provide diversification and a source of alpha.

1 Represents the proportion of the FIF-adjusted market capitalization of China A shares included in the pro forma MSCI China Index
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