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Background

China is the second-largest economy by GDP and the second-largest equity market by market
value, but the weight of China in global equity benchmarks is relatively small. Historically, due to
limited quota availability only a small number of international investors have had access to A-
shares that are listed in mainland China. As China continues to take steps to open its market to
international investors, market participants are starting to prepare for the inclusion of China A-
shares in FTSE’s global benchmarks. FTSE has developed the FTSE China A Inclusion Indexes to
help market participants with sufficient quota to benchmark their China A-shares and increase
their China index exposure over time.

FTSE Emerging Markets All Cap China A Inclusion Index

The FTSE Emerging Markets All Cap China A Inclusion Index is a member of the FTSE Global
China A Inclusion Index Series. The FTSE Emerging Markets All Cap China A Inclusion Index
includes China A-shares at a weighting equivalent to the aggregate QFII/RQFII approved quota
for international investors.

The A Share weighting will increase as total R/QFII allocations increase and the transitional
indexes will merge seamlessly with the standard FTSE Emerging Markets indexes when China A-
shares fully meet FTSE's country classification criteria for emerging markets.

A built-in mechanism ensures that the allocation of China A-shares is adjusted proportional to
the changes in the approved quota and is in line with the accessibility available to international
investors. This approach covers not only the currently available quota schemes (QFII and
RQFII), but also those from any other existing and future schemes that increase market access,
such as the Shanghai-Hong Kong Stock Connect programme.
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FEATURES

Share Description

A-shares are securities of Chinese
incorporated companies that trade on either
the Shanghai or Shenzhen stock exchanges.
They are quoted in Renminbi (Chinese
Yuan). They can only be traded by residents
of the People’s Republic of China or under
the Qualified Foreign Institutional Investor
rules and Stock Connect schemes.

Methodology

Index construction is based on the FTSE
Global Equity Index Series methodology.

Constituents are adjusted for free float,
foreign ownership limits and QFII / RQFII
quota limits.

The China A Inclusion factor is updated
quarterly in March, June, September and
December to reflect the latest QFII & RQFII
quota available.

The China A-shares selected as part of the
review process will eventually become
constituents of FTSE GEIS when China A-
shares are classified as secondary emerging.

Liquidity
Stocks are screened to ensure that the index
is tradable.

Transparency

The index uses a transparent, rules-based
construction process. Index Rules are freely
available on the FTSE website.

Availability

The index is calculated based on price and
total return methodologies, both real time
and end-of-day.

Past performance is no guarantee of future results. Please see disclaimer for important legal information.
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Updating the Weight of China A-shares at the Quarterly Reviews

The FTSE Emerging Markets All Cap China A Inclusion Index started calculation on 31
December 2005. At its inception China A-shares were included based on an aggregated
allocated quota size of USD 5.8 billion, equivalent to a weight of 0.27 per cent in the FTSE
Emerging Markets All Cap China A Inclusion Index.

At each quarterly review any additional allocated quota is aggregated and applied into the
index calculation. In between reviews the weight of China A-shares will rise and fall in line
with share price movements. An example of how the quota is applied is shown below.

@ The allocated quota since the previous quarterly review is aggregated
The incremental aggregated quota amount is added to the adjusted market
capitalisation of China A-shares at the cut-off date in the FTSE Emerging Markets All
Cap China A Inclusion Index

@ The total market capitalisation in 2) above is divided by the market capitalisation of
China A-shares adjusted for free float and foreign ownership restrictions to create
the China A Inclusion Factor

@ The China A Inclusion Factor is applied to the new market capitalisations at the
review implementation date to calculate the new weight of China A-shares in the
FTSE Emerging Markets All Cap China A Inclusion Index.

Aggregate Allocated quota
QFII Quota = USD 3.975 bn

RQFII Quota = USD 2.09 bn

USD 6.07 bn /
L

USD 196.88 bn =

China A-shares index adjusted
@ market capitalisation

USD 202.95 bn
———————— == 0.158757 = China A Inclusion Factor

USD 1,278.36 bn @
China A-shares total market

capitalisation adjusted for free float @
and foreign ownership restrictions
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London Stock Exchange Group companies includes FTSE International Limited ("FTSE”), Frank Russell Company (“Russell”), MTS Next Limited ("MTS"), and
FTSE TMX Global Debt Capital Markets Inc ("FTSE TMX"). All rights reserved.

“FTSE®", “Russell®”, “MTS®", “FTSE TMX®" and “FTSE Russell” and other service marks and trademarks related to the FTSE or Russell indexes are trade
marks of the London Stock Exchange Group companies and are used by FTSE, MTS, FTSE TMX and Russell under licence.

All information is provided for information purposes only. Every effort is made to ensure that all information given in this publication is accurate, but no
responsibility or liability can be accepted by the London Stock Exchange Group companies nor its licensors for any errors or for any loss from use of this
publication.

Neither the London Stock Exchange Group companies nor any of their licensors make any claim, prediction, warranty or representation whatsoever,
expressly or impliedly, either as to the results to be obtained from the use of the FTSE Emerging Markets All Cap China A Inclusion Index or the fitness or
suitability of the Index for any particular purpose to which it might be put.

The London Stock Exchange Group companies do not provide investment advice and nothing in this document should be taken as constituting financial or

Data definitions available from info@ftse.com

For further information visit www.ftse.com,
email info@ftse.com or call your local FTSE office:
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investment advice. The London Stock Exchange Group companies make no representation regarding the advisability of investing in any asset. A decision to Bel]ln_g 86 10 5833 2202
invest in any such asset should not be made in reliance on any information herein. Indexes cannot be invested in directly. Inclusion of an asset in an index Dubai +971 4 375 1868
is not a recommendation to buy, sell or hold that asset. The general information contained in this publication should not be acted upon without obtaining Hong Kong +852 2164 3333
specific legal, tax, and investment advice from a licensed professional. London +44 (0) 20 7866 1810
No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical, Milan +39 02 3604 6953
photocopying, recording or otherwise, without prior written permission of the London Stock Exchange Group companies. Distribution of the London Stock Mumbai +91 22 6649 4180
Exchange Group companies’ index values and the use of their indexes to create financial products require a licence with FTSE, FTSE TMX, MTS and/or N
ew York +1 888 747 FTSE (3873
Russell and/or its licensors. P N 33 (0)1 53 76 82( 89 )
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The Industry Classification Benchmark (“ICB") is owned by FTSE. FTSE does not accept any liability to any person for any loss or damage arising out of any San Francisco +1 888 747 FTSE (3873)
error or omission in the ICB. sao Paulo +55 21 9983 5788
Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown may not represent Shangha' +86 21 6058 9131
the results of the actual trading of investable assets. Certain returns shown may reflect back-tested performance. All performance presented prior to the Sydney +61 (0)2 9293 2864
index inception date is back-tested performance. Back-tested performance is not actual performance, but is hypothetical. The back-test calculations are Tokyo +81 (3) 3581 2811
based on the same methodology that was in effect when the index was officially launched. However, back- tested data may reflect the application of the
Toronto +1 416 572 7979

index methodology with the benefit of hindsight, and the historic calculations of an index may change from month to month based on revisions to the
underlying economic data used in the calculation of the index.

Source: FTSE Group as at 30 January 2015.
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