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Executive Summary: 

Many pension funds, endowments, foundations, and other institutional investors have hesitated about making
direct investments in China due to uncertainty about political risks, concerns about governance standards,
and, until recently, limited market access. However, as projections suggest that China may soon emerge as
the world's biggest national economy, many asset owners and investment consultants have begun to
reassess the optimal level of China exposure in their portfolios and how to best achieve this objective.

Because most asset owners today obtain China exposure through investments in global and/or emerging
markets products, many of these investors believe - or at least believed - that they have sufficient allocations
to the country. However, the indirect nature of these allocations makes it difficult to quantify and manage
that exposure. In fact, a large number of asset owners say they don't have a clear understanding of their own
exposure to one of the world's most important nations. Among those that do, there is a growing awareness
that current exposure levels achieved mostly indirectly through allocations to global and emerging markets
strategies are inadequate.

Recognizing this fact, some institutions have begun to consider moving beyond their current approach and
start making direct investments in China. Their investment consultants agree: Nearly 40% of consultants
doubt that EM managers are effectively allocating to China, suggesting that a new approach is in order.

As asset owners consider ramping up the level of direct investment, they are being forced to confront one of
the main factors that caused them to hesitate in the past: China's opaque corporate governance standards
that can make it difficult to assess the performance of companies across both financial and increasingly
important ESG metrics. (Twenty-one percent of asset owners see the potentially positive ESG impact as a
reason to invest in China.)

To overcome this obstacle, and to educate their committees and boards about myriad other perceived risks
present in this rapidly developing market, many asset owners are turning to experienced asset managers.
Managers with specific expertise regarding the China market (specifically with an on-the-ground presence),
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combined with factors such as risk management capabilities and an investment team with long-term success
investing in China, can alleviate these concerns, articulate how to appropriately consider and manage the
risks and highlight potential benefits of the direct investment approach.

Methodology: 

During Q3 & Q4 of 2019, Greenwich Associates interviewed 118 institutional investors globally, including
public and private pension plans, endowments and foundations, insurance companies, sovereign wealth
funds, and 20 investment consultants. Respondents were asked about their goals and objectives with respect
to portfolio allocations to China, including their current investment levels, as well as the key factors for either
increasing their allocations or not allocating to a dedicated China manager. Other topics included the
manager selection process, satisfaction with current managers and expected allocation shifts across asset
classes.
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Coalition Greenwich, a division of CRISIL, an S&P Global Company, is a leading global provider of strategic
benchmarking, analytics and insights to the financial services industry.

We specialize in providing unique, high-value and actionable information to help our clients improve their
business performance.

Our suite of analytics and insights encompass all key performance metrics and drivers: market share, revenue
performance, client relationship share and quality, operational excellence, return on equity, behavioral
drivers, and industry evolution.

About CRISIL

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets
function better. It is majority owned by S&P Global Inc., a leading provider of transparent and independent
ratings, benchmarks, analytics, and data to the capital and commodity markets worldwide.

CRISIL is India’s foremost provider of ratings, data, research, analytics, and solutions with a strong record of
growth, culture of innovation, and global footprint.

It has delivered independent opinions, actionable insights and efficient solutions to over 100,000 customers
through businesses that operate from India, the U.S., the U.K., Argentina, Poland, China, Hong Kong, and
Singapore.

For more information, visit www.crisil.com
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rights reserved. This Document may contain analysis of commercial data relating to revenues, productivity
and headcount of financial services organisations (together with any other commercial information set out in
the Document). The Document may also include statements, estimates and projections with respect to the
anticipated future performance of certain companies and as to the market for those companies’ products and
services.

The Document does not constitute (or purport to constitute) an accurate or complete representation of past or
future activities of the businesses or companies considered in it but rather is designed to only highlight the
trends. This Document is not (and does not purport to be) a comprehensive Document on the financial state
of any business or company. The Document represents the views of Coalition Greenwich as on the date of the
Document and Coalition Greenwich has no obligation to update or change it in the light of new or additional
information or changed circumstances after submission of the Document.

This Document is not (and does not purport to be) a credit assessment or investment advice and should not
form basis of any lending, investment or credit decision. This Document does not constitute nor form part of
an offer or invitation to subscribe for, underwrite or purchase securities in any company. Nor should this
Document, or any part of it, form the basis to be relied upon in any way in connection with any contract
relating to any securities. The Document is not an investment analysis or research and is not subject to
regulatory or legal obligations on the production of, or content of, investment analysis or research.

The data in this Document may reflect the views reported to Coalition Greenwich by the research participants.
Interviewees may be asked about their use of and demand for financial products and services and about
investment practices in relevant financial markets. Coalition Greenwich compiles the data received, conducts
statistical analysis and reviews for presentation purposes to produce the final results.

THE DOCUMENT IS COMPILED FROM SOURCES COALITION GREENWICH BELIEVES TO BE RELIABLE. COALITION
GREENWICH DISCLAIMS ALL REPRESENTATIONS OR WARRANTIES, EXPRESSED OR IMPLIED, WITH RESPECT TO
THIS DOCUMENT, INCLUDING AS TO THE VALIDITY, ACCURACY, REASONABLENESS OR COMPLETENESS OF THE
INFORMATION, STATEMENTS, ASSESSMENTS, ESTIMATES AND PROJECTIONS, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE ARISING OUT OF THE USE OF ALL OR ANY OF
THIS DOCUMENT. COALITION GREENWICH ACCEPTS NO LIABILITY WHATSOEVER FOR ANY DIRECT, INDIRECT
OR CONSEQUENTIAL LOSS OR DAMAGE OF ANY KIND ARISING OUT OF THE USE OF ALL OR ANY OF THIS
DOCUMENT.
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