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Overview History Investment Style Investment Products 

• USD3bio AUM

• 125 full-time staff, 
60 dedicated to the 
strategy 
department 

• Headquartered in 
Shanghai with 
offices in Beijing, 
Hong Kong, New 
York and Sydney

• Mingshi’s mission 
is to be the most 
trusted investment 
manager in China 

• 2010: Mingshi was founded in 
December 2010  by Professor Yu Yuan 
and Professor Robert Stambaugh. 

• 2013: Mingshi launched its first 
onshore China fund using its 20-day 
market neutral signal. 

• 2018: Mingshi launched its new 
generation of high-turnover signals, 3-
5 day and intra-day. 

• 2019: Mingshi launched its first 
offshore market-neutral product via 
SMA. 

• 2020: Mingshi launched its first 
offshore commingled market neutral 
and long-only funds. 

• Mingshi represents the 
best combination of 
academic excellence and 
modern computer science.

• Mingshi generates 
medium-frequency trading 
signals focused on the 
China-A share market (e.g. 
intraday, 3-5 day and 10 
day holding periods). 

• Mingshi combines deep on 
the ground research 
experience with global 
best-in-class risk 
management and 
compliance.

• Market Neutral

• Long Only

• CTA 

• Capital Markets 

Mingshi is a quantitative investment manager dedicated to the China A-share market.



FOUNDERS
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Professor Yu Yuan
Founder, CEO and Head of Strategy

• Ph.D. Finance, The Wharton School of the University of 
Pennsylvania (2008)

• Previously research associate at Reserve Bank of Dallas, 
visiting professor at Wharton, and Associate Professor at 
the Shanghai Advanced Institute of Finance

• Nine published works in top 3 financial journals:  “Size and 
Value in China” which was published in the Journal of 
Financial Economics (October 2019)

• Prof. Yuan is responsible for managing the firm’s research 
teams and is chair of the Investment Committee

Professor Robert Stambaugh
Co-Founder, Chief Advisor

• Ph.D. Finance & Econometrics, University of Chicago 
(1981) under Professor Eugene Fama

• Currently the Miller Anderson & Sherrerd Professor of 
Finance at Wharton

• Previously Professor of Finance at University of Chicago, 
President of American Finance Association (2013), and 
Editor of Journal of Finance (2003-2006)

• As Chief Advisor to Mingshi, Prof. Stambaugh advises on 
the firm’s research and is integral to the overall strategic 
direction of the firm

Mingshi Introduction
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China’s equity markets have undergone major changes in the last decade 

CHINA A-SHARE MARKET PERFORMANCE
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Year Key Milestones 

2010 • Pilot margin trading introduced1

2011 • RQFII launches (original QFII was 
launched in 2002) 

2014 • Shanghai stock-connect launches 
(Nov) 

• Connect single-stock shorting now 
available (Nov)  

2015 • SSE revises stock-suspension rules 
(Nov) 

2016 • Shenzhen stock connect launches 
(Dec)1

2018 • MSCI includes A-shares in its indices 
(May) 

• SSE vision and action plan for green 
finance was issued (Dec) 

2019 • First batch of 25 companies listed 
on SSE Star Board (Jul)

• Russell includes A-shares in its 
indices (Jun)

2020 • ChiNext listing reform, first group 
of 18 listings (Aug)

• QFII / RFII quotes removed (Jun) 
• QFII single-stock shorting available 

(Nov) 

• The last decade in China’s equity market can be viewed as two 
generations 1) 2010-2016 and 2) 2016-today



China’s equity markets are entering a new generation of opportunity for international investors 

CHINA A-SHARE MARKET PERFORMANCE
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Highlights:
• Offshore investors limited by QFII restrictions
• No global index recognition  
• Highly levered retail participants 
• Retail participation approximately 90%12

• Reversal market led by mid-caps 

Highlights: 
• CSRC engages more with international investors
• Shanghai and Shenzhen stock connect growth
• MSCI, FTSE and Russell index inclusion 
• Retail participation approximately 79%13

• Large-cap growth with mixed factor attribution
• High quality onshore managers begin moving offshore  
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China represents high liquidity and uncorrelated sources of return

China A 1

Global 0.21 1

Global EM 0.45 0.66 1

US 0.15 0.94 0.49 1

Europe 0.20 0.79 0.64 0.64 1

China A Global Global EM US Europe

OPPORTUNITIES IN CHINA A-SHARES
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Global Equity Markets Correlation6

ROW
95%

China
5%

MSCI ACWI4

ROW
84%

China
16%

World GDP5

1. GDP growth

• China was the only major economy to register 
positive GDP growth in 2020

China
6.3

US
30.4

World
68.7

Stock Market Capitalization2

(in trillion USD) 

China
207%

US
109%

World
41%

Average Turnover3

(2018)

3. Under-allocation

• China is underrepresented in global indices 
compared to its share of the world’s GDP

2. Size and liquidity

• China is the second largest market in the world by 
turnover

China
2.3% US

-3.5%
Japan
-4.4%

EU
-6.4%

UK
-9.9%

-10.0%

-5.0%

0.0%

5.0%
2020 GDP Growth (yoy)

4. Diversification

• The China-A market has low correlation with other 
global equity markets



The China A-share market offers China exposure not available on international exchanges 

OPPORTUNITIES IN CHINA A-SHARES
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5. Market breadth

• A large number of sectors are only available in the 
onshore A-share market

6. Informational inefficiency

• Sell-side coverage on China-A companies tends to be 
sparse

A-Shares
Leisure

Technology
EV + related
White liquor

Media
Niche small/mid-cap

HK/US
Macau gaming
E-commerce

Education
Travel
Banks

ALL
Pharmaceutical

Domestic 
consumption

Financials

China’s Market by Sector7

68%

15%

32%

85%

A-shares US
<=3 analysts >3 analysts

Analyst Coverage8

(USD500mil market cap)

No 
coverage

33%
Some 

coverage
67%

Sell-side Coverage9

Evolution of Chinese Equity Market11

8. Increased access

• The China-A market continues to open up to foreign 
investors

Pre-2002 2002 2011 2014 2016 2017 2018 2020

7. Valuation inefficiency

• China-A’s retail investor base drive higher valuations 
versus regional peers

0

10

20

30

40

0-5 5-10 10-15 15-20 20-30 30-40 40-50 50-100 >100

%

PE Ratio

Distribution of P/E10

China A-Shares

Emerging Markets
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• Current MSCI All China 
World Index (ACWI) 
allocation to China is sub-
optimal, at 4.93%4

• The optimal allocation to 
China-A in a global 
portfolio is 38.48%

• Increasing China-A 
allocation to this level can 
improve annualized return 
by 2.58% and Sharpe by 
0.08



CHINA’S INEFFICIENT FUTURES MARKET
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Why Mingshi?

Shanghai Mingshi Investment Management 鸣石投资

Long China Beta investors can receive ‘market risk-free’ outperformance on their long index positions 

-1.00%
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6600
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6800

CSI500 Index Mar21 Futures Discount ITD % Convergence

Futs-Index

CSI500 Index

CSI500 Future

• China’s equity index futures are structurally mispriced due to the restrictions on single-stock shorting 
• When the futures spot price is below the fair value forward price of the index it is known as ‘Backwardation’
• This futures discounts represents the implied value of inventory in the market
• Global prime brokers (and Mingshi) will pay long-investors index-outperformance for the limited long inventory 

The shaded grey area shows the 
outperformance received by 
futures investors as the discount 
converges to zero at expiry 
(approximately 2% in Q121 for 
CSI500 March futures)
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United States China A-Shares

Market Capitalization USD 30.4 trillion14

109% turnover (2018)3, trading volume USD 33.0 trillion
Market Capitalization USD 6.3 trillion14

207% turnover (2018)3, trading volume USD 13.1 trillion

Institutional investors hold over 90% of the market
High frequency trading accounts for approx. 55% of turnover

Retail investors account for approximately 79% of market 
turnover, and directly own approximately 35% of stocks
Differentiated investment motivation

228 years, NYSE was founded in 179212 History History
30 years, Shanghai Stock Exchange re-opened in 
1990

Options, warrants, structured products, ETFs Products Products
Minimal derivatives and limited futures and 
passive products

Low Costs Costs High (10bps stamp duty, high impact costs)

Allowed and inexpensive Short-sell Short-sell Limited and expensive

Traditional factors (e.g. momentum) not 
effective

Factors Factors
Differentiated factor theory and performance 
due to unique market composition

QUANTITATIVE ADVANTAGE IN CHINA A-SHARES

vs

Size

Participants

Market 
Structure
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July 2021 YTD

CHINA A HEDGE FUND PERFORMANCE 2021
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• July 2021 was a 
challenging month for 
fundamental China hedge 
fund strategies, erasing 
much of the gains YTD

• The average quant 
market neutral strategy 
returned >5%; July was a 
significant contributor to 
YTD gains

• Mingshi OPTIMA saw 
outsized gains:  July’s 
performance was 
+20.57%, bringing YTD to 
+34.27% (gross)

1 1



FEATURES OF QUANT 2021 OUTPERFORMANCE
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1. Diversification 

2. Concentration 

3. Portfolio Speed

4. Single Stock Shorting 



Quant models offer diversification in both factor and sector exposure.

PORTFOLIO DIVERSIFICATION—FACTOR
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Beta

Book-to-Price
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Earnings Quality

Earnings
Variability
Earnings Yield

Growth

Industry
Momentum
Investment Quality

Leverage

Liquidity

Long-Term
Reversal
Mid Capitalization

Momentum

Profitability

Residual Volatility

Seasonality

Size

• The MSCI BARRA China 
Trading (CNTR) model 
breaks down the 
portfolio into 33 sectors 
and 20 factors

• The diversified portfolio 
allows the fund to 
weather drawdowns in 
specific sectors/factors



Quant models offer diversification in both sector and factor exposure.

PORTFOLIO DIVERSIFICATION—SECTOR
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• The MSCI BARRA China 
Trading (CNTR) model 
breaks down the 
portfolio into 33 sectors 
and 20 factors

• Quant portfolios 
typically have little 
sector concentration

• The diversified portfolio 
allows the fund to 
weather drawdowns in 
specific sectors/factors
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Single name exposure limits also ensure a well-diversified portfolio.

SINGLE NAME CONCENTRATION RISK
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• Quant models typically 
implement single-stock 
concentration limits to 
maintain portfolio 
diversification

• In 2021, Mingshi’s portfolio 
has averaged 369 longs and 
440 shorts

0

200

400

600

800

1000

1200

Jan-21 Feb-21 Mar-21 Apr-21 May-21 Jun-21 Jul-21

Number of Single Stocks in Mingshi OPTIMA since 2021

Long Short



Quant portfolios are highly liquid and can react quickly to changes in the market.

PORTFOLIO SPEED
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• China’s regulatory 
environment can be fast 
moving and the resultant 
market reaction could be 
considerable

• Quant models can react 
to market changes 
quickly and move away 
from underperforming 
names



Offshore synthetic inventory is limited to the long positions held by prime brokers on swap

SINGLE STOCK SHORTING – INVENTORY
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• This data represents the daily 
availability files shown to 
Mingshi from our 6 offshore 
prime brokers combined

• Approximately USD13-15bio 
of stock-connect inventory 
available in 2021 to Mingshi

• Total stock-connect holdings 
(swap and physical) is 
$400bio4, of that 
approximately USD25bio5 is 
available for synthetic borrow 

• Approximately USD3bio of 
QFII inventory available  

• Allocation ratios on Mingshi’s 
borrow requests range from 
10-80% depending on the 
broker

Daily China-A offshore stock-loan inventory 202112



Single-stock shorting is a significant alpha generator for those who can navigate the market’s structural challenges. 

SINGLE STOCK SHORTING - PERFORMANCE

Shanghai Mingshi Investment Management 鸣石投资 24

• China’s A-share single-stock 
short inventory is very unstable, 
which is detrimental to 
fundamental strategies that 
require a stable, long-term 
supply of shorts

• Quant strategies are more 
nimble and are less subject to 
recall risk

• Real trading experience is most 
important in successfully 
managing a single-stock short 
portfolio in China A-shares -5.00%
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UNDERSTANDING CHINA’S UNIQUE A-SHARE MARKET
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WEALTH REDISTRIBUTION IN CHINA’S STOCK MARKET
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• RMB 250 billion (USD 37 billion) wealth transfer 
occurred during July 2014 to December 2015.

• Households account for 86.6% of trading volume in 
China.

• The bottom 85% of households (WG1) lost 28% of 
their wealth while the top 0.5% households (WG4) 
gained 31%.

• From Wealth Redistribution in Bubbles and Crashes
by Prof. Dong Lou (Mingshi’s senior research 
director)

WG1
28.9%

WG1
21.9%

WG4
26.5%

WG4
32.3%

Jul 2014 Dec 2015

Capital Weight within Households

WG1
85%

WG1
21.1%

WG4
0.5% WG4

23.0%

% of accounts % of volume

Household Number of Accounts & Volume 
(Jul 2014-Dec 2015)

86.6%



TRADITIONAL FACTORS DO NOT WORK IN CHINA
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• Size and value are the most important factors in 
China, each bringing average premium of >12%

• The traditional Fama-French model does not work as-
is and requires modification:
1. The smallest 30% of stocks need to be eliminated 

from the universe.
2. Value is better explained by earnings-price ratio 

(EP), rather than book-to-market (BM).
• An additional turnover factor is also needed to 

explain the variation of returns.

• From Size and Value in China by Prof. Jianan Liu, Prof. 
Yu Yuan and Prof. Robert Stambaugh, published in 
Journal of Financial Economics in October 2019



QUALITY’S SUPERIOR RETURNS IN CHINA-A
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• The Quality premium in China is twice as large as 
in the US, using traditional, global metrics

• To properly capture China’s Quality premium, an 
Expected Quality measure is required

• Valuation ratios are strong predictors of expected 
quality in China; value stocks have higher expected 
quality than growth stocks

• From Quality’s Superior Returns in China A-Shares 
by Prof. Jianan Liu and Prof. Robert Stambaugh

8.52%

12.84%

Quality Expected Quality

Quality vs. Expected Quality Premium in China-A
(annualized)

4.28%
5.31%

8.52%

US Developed
Markets

China
A-shares

Quality Premium (annualized)
(2007-2020)



THE FUTURE OF CHINA A-SHARES
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THE FUTURE OF CHINA EQUITIES
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Development Comments

New Sources of Alpha 
• Improvements in market data dissemination will give rise to new price-volume features
• Alternative data will become increasingly important to alpha discovery

Increasing international inflows 
• Expansion of stock connect and QFII programs
• Increased passive flows and weights in global indices  

Single-Stock Shorting

• In the next 3-5 years, we expect a significant increase in A-share single-stock shorting supply 
leading to further diversification and stability of inventory

• Single-stock short trading experience will be invaluable in staying at the forefront in the 
market’s development

Offshore Futures Access
• QFII regulatory relaxation has allowed participation in commodity futures traded on 

exchanges in Shanghai, Dalian, and Zhengzhou
• Mingshi expects to launch an offshore CTA strategy this year 

Capital Markets Access • International investors will soon have easier access to onshore IPOs 

China’s ESG super-cycle 
• “China - The Next Frontier for Environmental and Social Investing” Lou, Yuan, Stambaugh  

Prescott (July 2021)
• http://en.mingshiim.com/en/research

Market Institutionalization
• Current retail participation in China A-shares is approximately 79%
• The pace of structural change in debatable.  Managers need to be ahead of all developments
• As an example, Blackrock’s onshore China unit just raised USD1bio for its onshore mutual fund

The China A-share market is entering a new generation of opportunity for investors

http://en.mingshiim.com/en/research


CONTACT INFORMATION

Steven H. Lee 스티븐 형욱 리
디렉터
한국대표

Email:  stevenlee@mingshiim.com
Tel:  (852) 6393 1846

Address: (Hong Kong) 9/F, The Wellington, 198 Wellington Street, Central, Hong Kong
(Shanghai) 1901, 19/F, Taiping Financial Tower, 488 Yincheng Middle Road, Lujiazui, Pudong, Shanghai, China

Website: http://mingshiim.com
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DISCLAIMER

The information contained in this document has been prepared by Shanghai Mingshi Investment Management Co., Ltd ("Mingshi") on a confidential basis to a limited number of 
recipients (“Recipients”) and their respective professional advisers (“Advisers”) for information and discussion purposes. Mingshi is not currently licensed to provide any services in 
regulated activities and this document is not an offer to provide any such services.

This document does not constitute or contain an offer of securities. Any future offer or sale of securities may in certain jurisdictions be restricted by law. Any Recipients are 
required to inform themselves about, and to observe, any such restrictions. It is the responsibility of each Recipient to satisfy themselves as to full compliance with the applicable 
laws and regulations of any relevant territory, including obtaining any requisite governmental requirements.

The views or opinions expressed herein are the views or opinions solely of Mingshi. Neither Recipients nor their Advisers should construe the information herein as legal, tax, 
financial, investment, accounting or other advice, or as a recommendation by Mingshi, any of its affiliates, advisers, directors, employees or agents, that any Recipients should take 
any action.

This document is strictly private, proprietary and confidential. This document may not be distributed, published, reproduced or transmitted in whole or in part, and the information 
contained herein may not be disclosed by a Recipient to any third party. By accepting delivery of this document, the Recipient agrees to keep the information it contains strictly 
private and confidential, and to return this document to Mingshi at any time upon Mingshi's request.

Past performance information contained in this document or in other written or oral material is not an indication of future performance. No representation or warranty, express or 
implied, is or will be given by Mingshi, or its affiliates, advisers, directors, employees or agents, and, without prejudice to any liability for, or remedy in respect of, fraudulent 
misrepresentation, no responsibility or liability or duty of care is or will be accepted by Mingshi, or its affiliates, advisers, directors, employees or agents, as to the fairness, 
accuracy, completeness, currency, reliability or reasonableness of the information or opinions contained in the document or any other written or oral information made available 
to any Recipient or its Advisers in connection with the information herein. In particular, but without prejudice to the generality of the foregoing, no representation or warranty is 
given as to the achievement or reasonableness of any future projections, forecasts, targeted or illustrative returns ("Forward-Looking Information"). Actual events and 
circumstances are difficult or impossible to predict and will differ from assumptions. Forward-Looking Information must not be construed as an indication of future results and are 
included for discussion purposes only. There can be no assurance that Mingshi will achieve comparable results or be able to avoid losses. Forward-Looking Information is calculated 
based on a number of subjective assumptions and estimates dependent on the type of investment concerned. The performance of any future fund advised by Mingshi may vary 
substantially over time and may not achieve the target returns set forth herein, which may have a material effect on the overall performance of any such potential future fund 
advised by Mingshi and the ability to achieve overall targets of such future fund.

To the fullest extent possible under applicable law, by receipt of, and using, the Information, you release Mingshi and each of its affiliates, advisers, directors, employees and 
agents, in all circumstances (other than fraud) from any liability whatsoever and howsoever arising from your use of the information herein or any information or communications 
provided in connection with any proposed future fund. In addition, no responsibility or liability or duty of care is or will be accepted by Mingshi, or its affiliates, advisers, directors, 
employees or agents, for updating the information herein (or any additional information), correcting any inaccuracies in it or providing any additional information to any Recipient 
or its Advisers. Accordingly, none of Mingshi or its affiliates advisers, directors, employees or agents shall be liable (save in the case of fraud) for any loss (whether direct, indirect or 
consequential) or damage suffered by any person as a result of relying on any statement in, or omission from, the Information or in, or omitted from, any other information or 
communications provided in connection with any proposed future fund.

Neither the U.S. Securities and Exchange Commission ("SEC") nor any of the foregoing authorities have confirmed the accuracy or determined the adequacy of this presentation. 
Any representation to the contrary is a criminal offense.

Neither Mingshi nor any of its affiliates are or are expected to be registered as investment advisers with the SEC under the U.S. Investment Advisers Act of 1940, as amended."
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