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  Easing of Chinese government restrictions represents the next step 

toward accessing the Chinese investor base 
  

  
 

  

   

 

  

 
Key takeaways:  

 China's government and regulators are actively encouraging corporate transparency, improving 

market accessibility and implementing financial reforms 

 As a result, MSCI is adding large capitalization domestic Chinese equities to two of its 

benchmark Emerging Market indices  

 The move reflects China's commitment to further opening up its domestic financial markets to 

global players 

 In the future, western businesses may be able to list on mainland Chinese exchanges via 

Chinese Depository Receipts ("CDRs") thereby accessing a new investor base  

China has recently published and implemented a set of policies that further open its financial markets to 

outside investors. These policies include the allowance for majority ownership of securities houses by 

foreign entities and the relaxation of restrictions on accessing the China A-shares market through 

"Stock Connect" programs. Chinese A-shares are equity interests in Chinese corporations that 

historically could only be owned by Chinese investors. The "Stock Connect" programs now allow for 

trading between China's mainland markets and the Hong Kong Stock Exchange, effectively enabling 

approved foreign institutional investors to own certain Chinese A-shares.  

 

Effective June 2018, index provider MSCI began including over 230 Chinese A-shares companies in its 

Emerging Markets indices, giving foreign retail investors expos ure to these Chinese corporations for 

first time. By the end of 2018, the completion of the London-Shanghai Stock Connect initiative will result 

in the further opening of the Chinese financial markets. This initiative paves the way for global 

corporations to list on Chinese exchanges as CDRs giving them access to the second largest capital 

markets in the world. 
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Disclaimer: This material is not a product of the Research Departments of J.P. Morgan and is not a research report. 

Unless otherw ise specifically stated, any views or opinions expressed herein are solely those of Corporate Finance 

Advisory, and may differ from the view s and opinions expressed by J.P. Morgan's Research Departments or other 

departments or divisions of J.P. Morgan and its aff iliates. Distribution, copy, reprints, and/or forwarding of these 

materials to non-investment banking clients of J.P. Morgan is not permitted unless specif ically approved by 

J.P. Morgan. Information has been obtained from sources believed to be reliable but J.P. Morgan does not w arrant 

its completeness or accuracy. In no event shall J.P. Morgan be liable for any decision made or action taken in 

reliance upon the information contained herein. This material is not intended as an offer or solicitation for the 

purchase or sale of any f inancial instrument, and is a "solicitation" only as that term is used w ithin CFTC Rule 1.71 

and 23.605 promulgated under the U.S. Commodity Exchange Act. Questions regarding swap transactions or swap 

trading strategies should be directed to one of the Associated Persons of J.P. Morgan's Sw ap Dealers. 

JPMorgan Chase and its aff iliates do not provide tax, legal or accounting advice. You should consult your ow n tax, 

legal and accounting advisors before engaging in any transaction. 
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