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China A-Share Opportunities Fund
A sub-fund of BlackRock Global Funds (BGF)

Using big data to exploit pricing
inefficiencies in the world’s largest
untapped market
The BlackRock Global Funds (BGF) China A-Share
Opportunities Fund at a glance:
•• An investment strategy with a proven track record
in the institutional space, now accessible in a dailydealing, UCITS structure
•• Long-only, systematic active equity fund investing

Please note that the Fund
typically has a risk of high volatility.

What is a China A-share?
A-shares are the primary form of common stock
issued by Chinese companies, listed in the
People’s Republic of China.
After years of growth and international attention,
and despite its position as the economic
powerhouse with the second largest GDP in the
world, China’s A-share markets have historically
been largely closed off to foreign investors – until

100% in the newly opened up China A-share

now. In recent years, new technology and more

market via Stock Connect

investor-friendly regulations have been implemented,

•• Innovative strategy blending together traditional
quantitative insights with big data and machine
learning signals including satellite images, social
media and local language text analysis to uncover
alpha opportunities in a market driven by retail
investors and Government policy

Past performance is not a reliable indicator of
current or future results and should not be the
sole factor of consideration when selecting a
product or strategy.

The China opportunity

changing how investors can access the market.
Until 2002, only domestic investors could purchase
China A-shares. These rules have since been relaxed
and are now available to foreign investors under
a tightly controlled quota regime known as the
Qualified Foreign Institutional Investor (QFII) Scheme.
Shanghai-Hong Kong Stock Connect took effect in
2014, as a cross-jurisdiction investment channel
that connected the Shanghai Stock Exchange and
the Hong Kong Stock Exchange. Investors in each
market now have open, two-way access to trade in

At roughly $8tn1 in market value, China is one of the

each other’s markets using local brokers and

largest equity markets in the world, second only to

clearing houses. Shenzhen Stock Connect opened

the US, larger than Japan, and comparable to the

in 2016 and in aggregate, international investors

rest of the emerging markets combined.2 China also

now have access to 1,300 stocks through both

is home to over 2,000 listed liquid companies,

Shanghai and Shenzhen Stock Connect, allowing

second only to the US.2 Further, the country’s equity

us to bring our institutional grade strategy into a

markets have historically demonstrated a lower

fund providing daily liquidity to retail end investors.

correlation to the rest of the world, which may
continue. Only 2% of the market is owned by foreign
investors and BlackRock believes more than $1tn of
foreign money will flow into A-shares over time,
particularly following the announcement by index
provider MSCI that they will now include China
A-shares in their emerging market indices, though
this is not guaranteed.

1 World Federation of Exchanges, September 2017.
2 World Bank, September 2017.
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Introducing the China A-Share
Opportunities Fund

The SAE team comprises more than 80 investment
professionals across research, portfolio management

The strategy was first launched in November 2012,

and investment strategy, with the majority of

packaged as a Cayman Islands-domiciled Fund and

personnel strategically located to the innovation

available only to institutional investors.

centre of the world in San Francisco.

The strategy uses a combination of both traditional

The SAE Asia Pacific team will manage the Fund from

quantitative signals and more innovative big data

San Francisco with trading executed in Hong Kong.

and machine learning insights. Together, these tools
from a universe of 1,300 Chinese companies

How big data feeds into our
investment process

(accessible through the StockConnect programme),

The team asks the same questions as fundamental

with the aim of generating consistent alpha on an

investors but uses different tools and technology

annual basis, though this is not guaranteed.

to answer those questions. We don’t like certain

are used to identify 300 companies for investment

companies, we like companies with certain
The Fund aims for a 3-5% active risk level, has tight

characteristics and we use data to identify these

risk parameters around active weights on single

characteristics that influence share price performance.

stocks (+/- 3%) and sectors (+/- 5%), and targets a
beta of 1.0 versus the MSCI China A-index. The

The techniques used on this Fund allow us to

investment strategy has successfully outperformed

interpret huge amounts of structured and

the index in both rising and falling markets based on

unstructured data, known as “big data”, which we

monthly performance data of the existing Cayman-

believe will help us outperform the broader market

domiciled fund.

and generate alpha. These techniques are based on
our views of the metrics that drive share price

Risk: This Fund aims to generate a targeted rate
of growth but the manager cannot guarantee that
the intended target rate will be achieved. In
addition, over time the target rate is subject to
change at the manager’s discretion.

performance, but past performance is not a guide
to the future.
We have a research-led, academic research process
and once the rigorous Research Approval Board has

The portfolio management team

approved an insight, or a ‘signal’, it is added into the

Systematic Active Equity (SAE) is one of the pioneers

underlying stock selection model, which scores stocks

of quantitative investing with over 30 years’

against various criteria to measure their potential for

experience. We believe that superior investment

outperformance. Once the stock selection model has

outcomes are best achieved through a disciplined,

identified the companies in which we want to invest,

objective process to managing return, risk and cost.

we then carefully manage risk and factor trading costs
into portfolio construction. We invest in many small
positions, are fully invested at all times and take

Portfolio managers
Dr Jeff Shen, PhD, co-chief investment officer of
active equity, co-head of investments within SAE
and head of emerging markets at BlackRock, leads
the portfolio management team.
Dr Rui Zhao, PhD, CFA, is co-portfolio manager

minimal industry deviations. While this should act to
create diversification and lower risk, this will not always
be the case. We focus on data and we focus on stocks.
And we develop signals that allow us to understand
the drivers of return in order to select those stocks.
These signals fall into three categories: fundamentals,
sentiment and macro themes.

and has been developing and managing the China
A-Shares strategy since inception in 2012.
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Fundamentals

Macro themes

How strong are the company’s fundamentals with

Is the stock exposed to any policy or economic

regard to valuations, earnings, balance sheet quality

trends? Are there certain industries or styles that will

and cash flow? What does its future growth trajectory

dominate the portfolio through the influence of the

look like? In addition to traditional quantitative

broader macro environment?

signals for China, we have developed signals that use
big data to help capture a more accurate picture of

Stocks that are underpinned by this category tend to

economic activity. However, Chinese economic data

be driven by: domestic economic conditions, macro

can be opaque and this process cannot pick up

backdrop if an import/export story, as well as

every nuance.

individual industries and style influences.

Stocks underpinned by this category tend to
demonstrate: improving and persistent profit levels,
rising earnings’ expectations, attractive valuations,
and strong balance sheets and cash flows. We believe
this should lead to share price outperformance, but
this is not guaranteed.

Sentiment
How much attention is the company attracting from
investors? Analysing the behaviour of equity market
participants such as retail investors and sell-side

Why China for big data?
China presents extensive opportunities for big data
analysis. Every month, the country generates:
•
•
•
•
•

1,000 company disclosures
10,000 broker reports
100,000 stock news feeds
2 million stock-related blog posts
500 billion credit card transactions

Source: BlackRock as at 30 June 2017.

analysts can be a useful guide to expected share
price performance, especially in a sentiment-driven
market like China, though it will not always be
predictive. This category includes a number of
flow-based insights that help to forecast returns through
analysis of supply/demand and other market dynamics.
Stocks that are underpinned by this category tend
to be supported by: retail and broker stock views,
third-party flows and trading opportunities from
liquidity effects.
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Our investment process
Aggregate Relative Stock View (2,800 stock universe)

Sentiment
• Retail social media activity
• Broker sentiment
• Flows

3
Alpha Score (Standard Z-Scores)

Fundamentals
• Profitability
• Cash flow
• Forecasted growth
• Balance sheet quality
• Valuation

3

T-cost Model
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+
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Macro Themes
• Industry timing
• Style factor timing
• Economic policy
• Social media themes

Illustrative Stock Rank

Macro Themes
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Source: BlackRock, as at 30 June 2017, for illustration purposes only.

MKTG0218E-434387-1374337

Risks

All financial investments involve an element of risk. Therefore, the value of your investment and the income
from it will vary and your initial investment amount cannot be guaranteed. The insolvency of any institutions
providing services such as safekeeping of assets or acting as counterparty to derivatives or other
instruments, may expose the Fund to financial loss.
Overseas investment will be affected by movements in currency exchange rates.
Emerging market investments are usually associated with higher investment risk than developed market
investments. Therefore the value of these investments may be unpredictable and subject to greater variation.
Investment risk is concentrated in specific sectors, countries, currencies or companies. This means the
Fund is more sensitive to any localised economic, market, political or regulatory events.
Smaller company investments are often associated with greater investment risk than those of larger
company shares.
Investments in China are subject to certain additional risks, particularly regarding the ability to deal in
equity securities in China due to issues relating to liquidity and the repatriation of capital. As a result, the
Fund may choose to gain exposure to Chinese equities indirectly and may be unable to gain full exposure
to Chinese equity markets.
The strategies utilised by the Fund involve the use of derivatives to facilitate certain investment management
techniques including the establishment of both ‘long’ and ‘synthetic short’ positions and creation of
market leverage for the purposes of increasing the economic exposure of a fund beyond the value of its
net assets.
Capital at risk. The value of investments and the income from them can fall as well as rise and is not
guaranteed. You may not get back the amount originally invested. Changes in the rates of exchange
between currencies may cause the value of investments to diminish or increase. Fluctuation may be
particularly marked in the case of a higher volatility fund and the value of an investment may fall suddenly
and substantially. Levels and basis of taxation may change from time to time. Tax treatment depends on
the individual circumstances of each client and may be subject to change in the future.
Past Performance is not a reliable indicator of current or future results and should not be the sole factor
of consideration when selecting a product or strategy.
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Important information

This material is for distribution to Professional Clients (as defined by the Financial Conduct Authority or
MiFID Rules) and Qualified Investors only and should not be relied upon by any other persons. Issued by
BlackRock Investment Management (UK) Limited, authorised and regulated by the Financial Conduct
Authority. Registered office: 12 Throgmorton Avenue, London EC2N 2DL. Tel: 020 7743 3000. Registered
in England No. 2020394. For your protection telephone calls are usually recorded. BlackRock is a trading
name of BlackRock Investment Management (UK) Limited.
BlackRock Global Funds (BGF) is an open-ended investment company established and domiciled in
Luxembourg which is available for sale in certain jurisdictions only. BGF is not available for sale in the US
or to US persons. Product information concerning BGF should not be published in the US. It is recognised
under Section 264 of the Financial Services and Markets Act 2000. BlackRock Investment Management
(UK) Limited is the UK distributor of BGF. Most of the protections provided by the UK regulatory system,
and the compensation under the Financial Services Compensation Scheme, will not be available. A limited
range of BGF sub-funds have a reporting fund status A sterling share class that seeks to comply with UK
Reporting Fund Status requirements. Subscriptions in BGF are valid only if made on the basis of the current
Prospectus, the most recent financial reports and the Key Investor Information Document, which are
available on our website. Prospectuses, Key Investor Information Documents and application forms may
not be available to investors in certain jurisdictions where the fund in question has not been authorised.
Austria: For further information, the prospectus, Key Investor Information Document, annual report and
semi-annual report can be obtained free of charge in hardcopy form from the Austrian paying agent:
Raiffeisen Zentralbank Österreich AG, A-1030 Vienna, Am Stadtpark 9.
Germany: This is a financial promotion. For further information, the prospectus, Key Investor Information
Document, annual report and semi-annual report can be obtained free of charge in hardcopy form from
the German information centre: BlackRock Investment Management (UK) Limited, German Branch,
Frankfurt am Main, Bockenheimer Landstraße 2–4, 60306 Frankfurt am Main. The paying agent in Germany
is J.P. Morgan AG, CIB / Investor Services – Trustee & Fiduciary, Taunustor 1 (Taunus Turm), D-60310
Frankfurt am Main.
Netherlands: The risk indicator shown on this document refers to the A share class of the Fund. Higher or
lower risk may apply to the other share classes of the Fund. Issued in the Netherlands by the Amsterdam
branch office of BlackRock Investment Management (UK) Limited: Amstelplein 1, 1096 HA Amsterdam,
Tel: 020 - 549 5200. BlackRock Global Funds (‘BGF’) is a UCITS (icbe) as defined in section 1:1 Financial
Markets Supervision Act (Wet op het financieel toezicht; ‘FMSA’). BGF and its sub-funds are listed in the
register as defined in section 1:107 FMSA. Please refer to the Key Investor Information Document
(essentiële beleggersinformatie; ‘EBI’) for further information about BGF and its sub-funds. The prospectus
and EBI of BGF and its sub-funds are available on BlackRock’s website www.blackrock.nl. All financial
investments contain a certain risk. The value of the assets managed by BGF and its sub-funds may greatly
fluctuate as a result of the investment policy and your initial investment is not guaranteed.
Switzerland: The BlackRock Global Funds (BGF) China A-Share Opportunities Fund is domiciled in
Luxembourg. BlackRock Asset Management Schweiz AG, Bahnhofstrasse 39, CH-8001 Zurich, is the Swiss
Representative and State Street Bank International GmbH, Munich, Zurich Branch, Beethovenstrasse 19,
CH-8002 Zurich, the Swiss Paying Agent. The Prospectus, Key Investor Information Document, the Articles
of Incorporation, the latest and any previous annual and semi-annual reports are available free of charge
from the Swiss Representative. Investors should read the fund-specific risks in the Key Investor Information
Document and the Prospectus.
Spain: In Spain, BlackRock Global Funds (BGF) is registered with the number 140 in the Comisión Nacional
del Mercado de Valores de España (CNMV) and the Prospectus for each registered fund has been
registered with the CNMV.
Any research in this document has been procured and may have been acted on by BlackRock for its own
purpose. The results of such research are being made available only incidentally. The views expressed do
not constitute investment or any other advice and are subject to change. They do not necessarily reflect
the views of any company in the BlackRock Group or any part thereof and no assurances are made as to
their accuracy.
This document is for information purposes only and does not constitute an offer or invitation to anyone to
invest in any BlackRock funds and has not been prepared in connection with any such offer.
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