16 AL

PHBS FINANCIAL FRONTIER DIALOGUE

ERIENOXVIS

2019 5% 2088 EEE 314




Fhaf: EERAFCFEESRARE

Beix: B

Tk B

WP

fRig: EREVD (FT) EHBRER (TiER SiEs KHEH

IR CF R E T

bR AECELSEATPRE (The HSBC Financial Research Institute

at Peking University, 485 HFRI) p3zF 2008 & 12 B, HRBEESC
FROBESEESEY, BT IEERIIMERSIR. SRARTE, LKk
HMEE/MFEZENRM, WEFMFA, BERRMFER, SEiEsTE
SRIIBICSEBERAIAFRKE, (BAFAERERE, INESBUFRIEER I
RESEE, MBFRRIEESEREN, MEFRESRAFIERN+FESR
BY& FEM 5k,

ERARFCFEERARGERANRAERSZER SR EE. AEE=KFECF
BB REEZEE, MUTHRRAPERITINSEREEFFR. FEEW
BRFRBISRKEBRER.

>
/
GG g



JE XKL & Rl AT X 5

I PHBS FINANCIAL FRONTIER DIALOG

FEW R RIS

[ 3E £+ ]

IEAFLELBARRPATIEK, FERT L2 EREFFE.
PEEANLFF 2B 2 KEBER

[ s =]

R E AT RR A E E

MY

— FEWHHHRENS

RERAREFF, PELMAHNERIRE, sHFATE—K
E, WERANBEHETY, AFEERXTMI2HE =, 1o,
PERERAMAZEFMAZH Rt 0E, GDP hE4KE =, UK
TR K2 IRE — B E AT LI, BF LFRN . Bk,
5G. BEF. AIHRFMALTAEHL. NERTHAEE, &
KEFHEBFESHETAR, BE2fFPEEATHNLRET IR,
WEHEII2WE =, g PR FRENIAGITE, 2HIEF
el x MREHFE FEHRE, MCI K A RAN2HREE
B, Frxwapak S ET. RE 2018 F A BATIHEB K, 1B A K
SPFRANNBT — . BETHTHMIC Hit—F 5 ABRRE, &

2] ek Bl 2 B B AR H Y 0.4% A0 42 3K T X T 37 R 48 40 3.3%



JE KT = = Rl ATA X 1

I PHBS FINANCIAL FRONTIER DIALOG

= China plays an important role in the world
v

ways Chinais |
taking the lead ".__' L

China’s GDP ranks 2", while contributes most in GDP growth;

China’s stock and bond market cap ranks No. 2 and 3;

08 09 10
The weekds Biggest The werids argest Mo, inweekdforinbaud
cammadit impanir trading natirs” fomign directinveztments (FDIl:

USD 70.2 kn in 1 20180

Global investors started allocate to China, with PE/VC first,
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Long Biased hedge funds and public equity and bond are coming;

o7 06 05
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Leading in supercomputer The biggest spender  Fraducing milions
developmen with 206 of o0 alatal taurem: of STEM araduates
the workds 500 fastest™ USD 258 bnin 2017 4 miin 20167

=
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Weightings in the next few years;

° Chinese assets are entering major indices with increasing

Global investors are increasing China allocation in all front.

O 01

= Global GDP Share Keeps Increasing

Global GDP Evolvement
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E Chinese equity and bond rank No.2 and 3 in global market

Exhibit 3: Stock markets by size (USD Trillions) Exhit 2 Bond markets by sze (USD Trllos)

December 2018

November 2018
5

London WS Japan Nastag Hogkog  NYGE
ik Bich, Eurne &Shenzen Australia Canata U8 China Japan United States
& Shanghai
I Bond market sizz
5 dfi fon, Hong Kor, 0

Source, Bank for International Settiements, November 2018
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= China plays an important role in the world

World GDP
MSCI ANl Ceuntry W orkl Index
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B China has been under-represented in global market, and has potential to get to normal.
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E Attractiveness in Equity

= Correlation: Historical data shows lower correlation between Chinese Cross-sectional Tnnthly return VOIE‘II“y: Chinese vs. US EqUI(IES

— e

onshore (MSCI China A Shares), offshore equities(MSCI China ex A Shares)

and major international indices.

= Expected return: After 2018 stock market correction Chinese equities E A
offers better expected return. , / \ A
= Great Alpha opportunitv: China market has more retail investors, higher /\/ ~ \_/ A H
\/\l v e

volatility and therefore better @ opportunities.42% of the CSI 300

outperformed the index return on a B-adjusted basis. This contrasts sharply with the

S&P 500 where just 16% of constituents outperformed the over the same time

AlplAloha distribution: Chinese vs. US Eauities
Alpha distribution: Chinese vs. US Equities

Return (%) Valility (%) e

&l S

FPEMGATITELRE =, BT 60% 2 B FF B K FAT 7 5.
NEfT. lkft. ABS R#A BRI, A “fikE”. CIBM R#
WM ARERF, HAE “HAFR” FFRBERORRTH, #5877
LETHFERATY, e ENIREH ARG N, MEAHE
PRI FnF 4 NER F 4. L2019 4 4 AHTTHE, ZHECEHEF
BIF A BORRATHRAN T HLEM TG40 Global Aggregate. Global
Treasuyr. EM Local Currency Government 3§ 4t, & ¥[34 5.5%, #73

AALET. WMANREGEHEG, & T @MLK TEANRE 0+ E R
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ZHE, REEFEBACESTRZGH S BRFYEREF. FEMR
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= Attractiveness in Bond

Market cap: Chinese bond market is No. 3 in the world now, preceded only by the

3 X . P Global government 10-year yields (%)*
U.S. and Japan. Around 60% of the bond issuance in China is government and

- e Rl
policy bank bonds - but the universe continues to expand. 50%

» Favorable policy: In 2018, PBOC rolled out New Asset Management Product Rules @
which represents a critical step for the healthy development of the asset 30

management industry.

Index inclusion: February 2018, FISE included China in three regional o
governent bond indices and put China under review for inclusion in its
flagship Index. March 2018, Bloombers announced the inclusion of Chinese
onshore government and policy bank bonds into the flagship Global Agsresate, — =
Global Treasury, and EM Local Currency Government Indices over a 20-month
period starting from April 2019, at which point RMB bonds could account for
5.5% of the index, the fourth-largest currency exposure.. Potentially there
could be 3tn USD of capital allocated to Chinese local currency bond.

R el e e e e e e 10y el e dcore
e SFbe‘ree plcy barks 1 Cins a3 e plaper  he prnayon
0 3 3t Saptambar 30, 2018

Yield and correlation: Chinese bonds continue to offer attractive nominal and,

L iy w2l DAzl ol Lo 6n St Correlations of monthly changes of 10-year sovereign bond yields, February 2002 to September 2018
. )

Global bond statistics, October 2005 to September 2018 (USD) [ 0 o5 ou ol e

Riskead] s ] 0 ) wn e

Anuslized Retm (%) Wisk{%)  Retun Corrolations us o1t o8 ) a6 o5

2 : 5 C 8 o 016 o 086 100 o7

Barclays US Agg Hdg £l 12 W0 0m 0S8 058 03¢ 013 o1& 046 g z o8t 01 s

Barclays Global exUSD Agg Adg 25 W6 1 07 1 13 049 ol ol 03 om 03 [

JPM EMBI Global Divf Hdg [ 082 3 os oM mw  om o0 _oa on 100

PV GEI-EM Hdg 37 (5} 08 4 0% ow om0 o 0w 034 052

a1 i e 5 oM o om  om (= 075 067

£ 29 128 30N 18 0B 00 ] 044 e

Barclays China Agg Unh 51 e} 152 014 013 01 02 021 056 006 044 04
P China Crecit 58 90 06 04 0% 084 050 0% 004 100

Source: UBS AM, Bloomberg 2 at September 30, 2016

BREERAS, FENGALLFERE L RmIE L —.
D REZERMNEREHE T BONGEHEAH. AXMRAEE, &U
WHEWEAHIE—FE, —TEHEGEHAAHATE, FATT U
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E Global Investors’ China Allocation

* No action needed by asset owners
* Limited work by asset managers as they
expand the current team to cover China

* Tend to underweigh China

* Asset manager usually has small
local team, easy to miss
opportunity in China

Maintain current global

allocation or EM allocation Better at considering cross country

opportunities

Chinese index returns less attractive

Add China index mandate Easy to execute, low fee on a risk adjusted basis

* Need long time to pick manager
Easier a, which can smooth B's high volatility * Local managers tend to be
absolute return focused

Add China long only
active strategies

* Not easily fitting in asset owners’
framework

Less managers with long track
record

Offering B+a and dynamic allocation with
higher return expectation with reasonable risk
level

Add China absolute return
strategies

K7

HeEl, 2B T 2w AT EREMR AT RCHEUT /LT E.

WA R HATEHE, MR E Y EORN, EMERN, ZH8EELF
k% FEN T N2, F=, BETEH 78I E N0+ E K
BHF, BEEHAMABEZHPAT, FHARK. EEFHEEREFEER, &
Al R EEBAFNERAREEL, BRI AR F=, Eir+E
R A, ERTETIREZ R o, F89 o7 LAF B FE B &K
BHEE . s, WRAFENEFEEA—BRFERKHME,
AT W e B AR, &I, 38 e B B9 X ket R, P DLGR
FETZE B +a MHARE, BAEEWERITHMEE KL A
Fo B R—AERey P ERE, BERNEIN AR TN
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FREER, W, EENEEHRNSELE, AX28%, ROAE
MR EERT . L2 H - HANEN, BARKIFERNEELR

>

[

w . . .
s Global Investors’ China Allocation: Hedge Fund

HFRI Fund Weighted Composite Index 5.71% 0.72% 5.06% 3.03%
HFRI Emerging Markets(Total) Index 7.51% -5.22% 7.08% 3.04%
HFRI Emerging Markets: Asia ex-Japan Index 10.42% -7.42% 7.29% 5.31%
HFRI Emerging Markets: India Index 3.97% -8.07% 7.39% 9.52%
HFRI Emerging Markets: China Index 14.86% -6.18% 8.03% 6.52%
Relative to global B Higher returns
hedge funds,

" B Higher volatility, higher correlation to Chinese
Chinese funds 9 ¥ g B
offer you B Lower correlations to global assets/strategies

&l 8

B8 |7 X e ERENL, @l T, TEE—F, =1L
RELE, 2R AR ERAEETTRAR. £ 7 HHATHE
G, FOATIERAMMA — L, EHFATIFRMNHFATZTERE
%, RERAWHRGRE FE, AT ENERLRAERGI . L&
12 MAERZ-6%, ZRATENwEeTLZHREN B AT,
Bl =AM, B, RERAE RS, B L3I s A E
o, LRBRERFWENEMR, KaELRA, RPpHEXHKE
BE, EH5EMeRERNT T RAERERK,
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' Global Investors’ China Allocation:Hedge Fund

Fig. 2.4: Distribution of Hedge Fund Managers and Industry Assets under Management by Fund Manager

Headquarters > Small AUM

3,906 > Higher Beta portion, not

worth the Alpha fee
1,051

| R

EUROPE - s
NORTH AMERICA ASIA

v

Less tools for hedging

High communication cost

v

+ Distance
+ Jetlag
231 * Culture
e 52
I Mo of Fund | REST OF WORLD » Not institutional quality yet
0. of Fund Managers
@ 022018 AUM ($bm) ¢ QDD needs to be
improved

K9
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= Global Investors’ China Allocation: Private Market

China PE/VC is still small Pl Faiaisg S st et ) Gl
China PE/VC is a very small portion of global market,
both in terms of funds raised and invested;
= Private market was more attractive than public market. . -
52w 2s
EMexChim  China
nFundraisng
Prvate Investment as Percent () of GDP
118
58
14
D e US EMex China China

ME 10 B E@OAET T, T ALIALERTTTZAMEL, PE
VCE 2N FHEEFRE /- LEEEELRF A EEFEDN PE
e VC U, BT RROER, NAFETFE LKA LFAXE, +
B s tEE D, ARANERAF, WAL F AT T T ALK
g R EMAEEER T . LR AN ARWTATES, BA
A Ae PE E e NATTHZTH, BAENSLEE P, HHLEFLAE
FEENNREHTH, FAHNVSGE. FIM PE W RER, 7L
RSV HEEFR, FETZS—H, HATHE GDP FHLER
N, ARAEREZE,
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a 0 o 0
= Easier Allocation to China
Foreign Ownership Limit Foreign Ownership in RMB Assets
Banks No upper limit, same rue for internal (100mm Yuan)
60.000.00
. 50.000.00
Insurances 51%, plus other requirement
40.000.00
30.000.00
Trust No upper limit
Security Firms 20,000.00
Mutual Funds 51% now, no limit after 3 years.
[ = 10,000.00
Future Company
AMC No upper limit 00
Hedge Funds/PE  No upper limit Y2587 3s33es3830gs 3

HE TR, EARTHE”L, BANHREE SRS H
ARFEIWURE S, FE2RAT. RE. B, FBH. 2EEed
BhenE, ke, A% BEFEATE LS F L FIA L
WABERT. X—WFR, BT EE AR LN L LR E,
RaFEANFEESALRE AUM T EERE.

E Foreign Ownership

25000.00 Foreign Ownership in A Share Foreign Ownership in Bonds
Vs Mutual Funds(100mm Yuan) EHEESEhREZE
20000.00 nHEREE BAK 2.2%

=23
2.0%
15000.00
1.8%
10000.00
1.6%
5000.00 1.4%
12%
0.00
> o J J o £ 3 >
R B G B S s
P R S R A S S M

Bl 12

mmmmmmmmmmmmmmmmmmmmmmmm
e T L L L N L = S )

cccccccccccccccccccccccc
NNNNNNNNNNNNNNNNNNNNNNNN

HE 12 W, G e ARG AR R AR, BT AR AT T
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FEE LA F E 7T T

= WOFEs Registered

AERR FLATR EicA# SEMEA
EEE R EIR( BB RAS DEShaw 2019/4/11 210)
THEBRER(LBHFRAS |Alianz 2019/3/25 200 S
BT (- 5H9)i%  EIE A BR/ANE] | Aliance Berstein 2019/3/1] 1200000 Many Foreign
*%EW?&&%EI;(L;&)’E@/AE Mirae 2018/11/14] 1,000.00l  Firms Set up WOFE
HWIEHREIR( S HRA S Eastspring 2018/10/16] 1.000.00
HER(EERAEIRFRAE APS 2018/7/17| 1,000.00
ok (s BN B E IR B (R /A 5 Bridgewater 2018/6/29] 12.00000  « | arge Asset
TR A EIR(ES)HRAS Winton 2018/6/29 200)
R R TR A R D) AZ 2018/2/28| 5,000.00 Management
ISR EIR( AR AS Blackrock 2017/12/25] 1,200.00 Firms
T ER R EIR(LE)HRAS Schroder 2017/12/25| 17,000.00
LAIRAER T EIRE(EH)BRAS |Aberdeen 2017/11/29] 1,600.00
AR A R BIRA S Value Partners 201771179 500000 <+ Bank Asset
SN R EIR(EF)BRAST |Invesco 2017/11/9 1,000.00
BRI R EIR(EEAREAS Neuberger Berman | 2017/11/9 200 Management Arm
ERREEIE(EEERAS Fullerton 2017/9/7 400
FAS(EBIEHFEIRFIRAS AHL 2017/9/7 1000 « Hedge Funds
EEFEEEER(LBBRAS  |Fidelity 2017/1/3 2,200.00) &
HRATEIE (L) FRAT UBS 2016/8/15| 10,000.00

Kl 13

EX®RBETFET R F LN, NREAZREFEARI .
FLBINMMARAEFERLT 20, BREEM 20 X245, &K
M1 EMT ZF, BEARFFTENE, XHFELUXER

ek,

= China: Heaven for Active Management
I ™ -

Survival

Outperfor

Survival

Outperfor

Survival

Outperfor

Prob %  mance% W nlRatins Prob % mance% Wi Ciiesd Prob % mance% Wiim el

Global Equity 59.7 05 295 711 0.1 397 795 03 33.9
US Equity 54.4 1.8 10.6 78 18 209 80.2 23 17
EFEA Equity 57 04 333 796 02 414 864 05 335
EM Equity 719 -05 337 805 0.9 57.9 834 1 58.3
I China Equity 51.4 22 405 719 12 465 81.1 13 525 I
Global Bond 46 09 15 69.9 08 218 812 09 13.1
ggr\::mmem 16 0.8 14 68.9 06 304 794 06 283
Geryperais 95.8 04 62.5 923 04 59 91.1 03 556
Bond

Kl 14
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14 TERBET AN LAZERFERENS, HAREHE
e, NERR#EE, TE+FRT QA ERHFEEE 95%. 96%
oh, EtEAN KT ERAT G, HES0%ESL . NAGEF AL
H, XA RATEEE S0 035 5 AUM Kbty — KR IH

FoRBHNEE, T FENBREML B G, HMAE A
K XAZLRENEEARACIE o, EFEIENa ARSKERE
HHRE. PETINETRZEN 22%, TERBINELEEE
By g R, PETHHFEE 51%, R 100 R4 EF 51 RFE,
REARRIE SR Wb 40 K. ATU, RENMHERFENEZHEE
Ma.

= Data: Exploding Exponentially

2025
160tn GB
2016
16tn GB
A 15

THFETHYEEIHEEENTBNEENS . BEARSEIT,
2011 EARHIEER 2 712, 2016 EEH K 3| 16 F 12, Tt 2| 2025

F, RINTMEFHBEEK 10 1, 29160 712, FrUHEEKRERHK
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Modern Data Science: New Buzz Words

Exhibit 2
Modern Data Science Techniques Have Roots in Traditional Sciences

Computer Science

Data Technology

Visualisation

Statistics

D too-see ) oo ey w0 o 5w 5 o 5 x> oo

K 16

Bl 16 &4 T REMF TR RHNLE, ARFERARIT KT
BERAZTEN, FES R ROTE, FATRH T2 NEAE R ¥,
PR EBENEF 3. MAEME . Al F. T FH 7% f

BAEX AL, B2t A ELRE,

3. REF

Quant Strategy Development

Smart Beta Hedge Funds /
Liquid Alts

Cheap access to factors Uncorrelated returns

Active Quant /

Factor Investing

Relative return focus

» Active Multi Factor » Value Long/short
» Enhanced Index » Momentum CTA
»—Size > (ent Driven
¥ Quality Statistical Arbitrage

Custom Solutions

Alternate Objective Data Driven

Strategies

AI/machine learning

Not simply return focused Incorporating client

» Low Volatility

¥» Volatility Targeting
¥» Risk Parity

¥» High Yield

preferences

¥ Specific tilts or exposures
¥» Custom ESG objectives
¥y Thematic

approaches

» Big Data
» Deep learning/
Neural Nets

K 17
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H 17 £ZETTHEH L A EHMELEREMRSE, EEL
Factor Investing # £, @ KGR A K ; Smart Beta, = LI 35
B Ao, FHAT— sl g B B3R AN F Liquid Alts % A %
&K, A EREMERREFFIEHMEA R EHER, X+
BEBRELZE, AHM L EHE, 0 CTA K%, FHEH,
Al/machine learning approaches % & ft. % #

M A=A f B, Al dm KU T SR e 2k 8 — B R e, R
LREFRETHERO RS, 0T ULE P REE P RS R,
Bl E P &FE, MAE X0 BH2, o EST AR K. LEE
TARAGRBIENR, SAABEHRTREFS . FRBEFEW
Kk, R BB A A AR BB KR & D

E Quant Investing Frontier

Exhibit 6
Earnings Call Transcripts Offer a Window to Otherwise “Hidden” Data
Sections People
Prepared Unscripted Company External . The earnings call narrative was dominated
Statements Q&A Management Analysts All Sections by company insider dialogue during the Q&A
portion, suggesting long-winded answers from
Number of Sentences 18 189 55 152 219 management may have been used to avoid
answering questions directly
Number of Words 1,008 10,305 7,804 3,599 11,403 S o QEASCE T ekl
negative when compared to the propared
statements, suggesting a degree of linguistic
Word Sentiment 067 -0.02 069 -0.18 0.28 ket bvconRanymans e o
Management uses marginally more complex
. language than analysts, which could suggest
Sentence Sentiment 0.64 -0.06 0.72 -0.23 0.32 obfuscation
Topic Sentiment 0.00 -0.13 0.17 -0.38 -0.11
assessment of the langua:
| anguage Complexity 89 63 8.1 5.8 78 generating richer analysis

As at 31 December 2018

Kl 18

K 18 £ E MR K ety T1E, €11 4 Earning Call Transcripts

-15-



JE XKL & Rl AT X 5

I PHBS FINANCIAL FRONTIER DIALOG

HATEWAAN, BFHENRUTEE, v AL IXFaTT, &
EREEZE AN, FANERIATI 2B KA F Earning
Call Transcripts AL B 508y AW 2K 7 K15 5 AT R AR
BOHT, CHRRUER AN B F R R BT BT &, Bk
ST AT

= 8 Top 10 Hedge Funds with Quant Background

HEM RS EEEENRERE AR 8 £ W A2 & B (AR Copl

n? Managament | M55 H FH K -BIRR AT
Fund Name AUM(100mmUSD) (Gl Asrass) TESEANRMBRAY LS

T R R R, SR

S AR e T S | — DRARBANREEERELTI—, BT
I Bridqewater Associt 1630 bl HE (Factor imeesting) —HERE, "B
e ML S ACR Mulli-Asazt Fund Class 1S |
+Man Group(AHL etc.) 1141 W AT18%, HMETH, FitllEEiEE o0
5. dts, BERAEENHEL RS e .
. . AR LTS AT, BEIL= 1T, 5, RSP
vRenaissance Technologies 970 d (BB B S 00IRR I — 3,
VTwo Sigma Investments 580 B SRS R TR R A B Rasearch Affites s A B 5-FIR% (Rob
VDE Shaw 530 SAEETISEE - Armalt) A0 M B £ R R (vital
Kalesnik] A%, WEL, BFHESER
Elliot Management Corporation 350 HES. - AEERMETPHEL, &
- r,r_n_r_ - SEFRREETANN, REREIELE
v Millennium Management 347 Jifieath Lo bbb (080 Hidat n N .
AR RS RS RSN #R. AERARAN, SREENETR
0% THEARHE 1, WEEHT—MENROEETE,
Daupce: St = RETHBE k-
JCitadel 300 Hohtlppibeials HGE XS ORRRE, slii-Tas

PEFHEANERES, FHRERHRET
J H. BR-WRRORE, °

Bl 19 2R+ A HE 2B AR, WAAENENESLER
Se 38 A e ) T AR B .
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= China: Heaven for Quant Management

Data Coverage :: Worldscope + IBES Datastream :: Total Number of Listed Securities
. . Sharngiai = Stwrafeen Sk Exs hanges
< -

B woe

2 /
i Py

g Et / 10 Yoars

. aars

: : -

= e =
3 -

& ’ s il

] g
= B — =

ol}el J0ISaAU|

&l 20

20 AN B AR P EEGEMRANED. BEK
BHEA, HARFGEEHEK. ALEBAEANESTEE ¥ EHEE,
CERS . BAFER AT EENERE, ERMELE 1S F

EaWARR, REKEHEAT .

= China: Heaven for Quant Management
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