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Take a look at how the S&P New China Sectors Index helps market
participants see China’s changing economy in a novel way.

1. What is the rationale behind the
construction of the index?
Historically, China’s growth has been driven
by companies in the banking, natural
resources, and manufacturing sectors—many
of which are state-owned enterprises.
However, as China’s economy matures,
consumption and service-related industries
are becoming structurally more important.
Because the country’s stock market remains
dominated by “old economy” sectors, many
market participants are seeking alternative
index solutions to participate in the next leg of
China’s growth. We believe the S&P New
China Sectors Index meets this need in the
marketplace, given its focus on companies
operating in industries poised to benefit from
China’s transition to a consumer and serviceoriented economy.

2. How does the index work?
Subject to meeting minimum size and liquidity
requirements, all companies domiciled in
China and Hong Kong are eligible, including
A-shares and offshore listings in Hong Kong,
the U.S. and Singapore. Companies classified
within the Global Industry Classification
Standard (GICS) sectors and industries listed
in Exhibit 1 are then selected for inclusion.
If more than 300 companies are selected,
only the largest 300 by float-adjusted market
cap are included. The index is weighted by
float-adjusted market cap, subject to a singlestock cap of 10%, and it is rebalanced
semiannually in June and December.
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Exhibit 1: S&P New China Sectors GICS Inclusion Criteria
GICS LEVEL

DESCRIPTION

Sector

Consumer Discretionary

Sector

Consumer Staples

Sector

Health Care

Sector

Telecommunication Services

Industry Group

Commercial & Professional Services

Industry Group

Insurance

Industry Group

Software & Services

Industry

Independent Power & Renewable Electricity Providers

Sub-Industry

Air Freight & Logistics

Sub-Industry

Airlines

Sub-Industry

Railroads

Sub-Industry

Airport Services

Sub-Industry

Highway & Railtracks

Sub-Industry
Communications Equipment
Source: S&P Dow Jones Indices LLC. Table is provided for illustrative purposes.

3. What are the key benefits of the S&P New China Sectors Index?
Targets the Complete Opportunity Set: All major Chinese share classes, including A-shares, as
well as Hong Kong and other offshore listings, are eligible, providing a representative and complete
starting universe from which to create the index. Inclusion of U.S. listings is particularly important,
given that many large Chinese technology companies are only listed on U.S. exchanges.
Differentiated Exposure to the “New China” Economy: Limiting inclusion to companies
operating in specific industries related to consumer and service-oriented sectors allows for a
different insight into the “New China” economy. Importantly, these characteristics of the index offer
a high level of differentiation from existing, widely used Chinese equity benchmarks, such as the
Hang Seng China Enterprises Index, which is highly concentrated in financials and energy.
Liquidity: The S&P New China Sectors Index includes a limited number of large and liquid stocks,
and therefore may enable more efficient replication for passive market participants.
Exhibit 2: Comparative Sector Weights
Hang Seng China Enterprises Index
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Source: S&P Dow Jones Indices LLC and Hang Seng Indexes. Data as of Oct. 31, 2016. Charts are provided for illustrative purposes.
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GENERAL DISCLAIMER
Copyright © 2016 by S&P Dow Jones Indices LLC, a part of S&P Global. All rights reserved. Standard & Poor’s ®, S&P 500 ® and S&P
® are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”), a subsidiary of S&P Global. Dow Jones ® is a
registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”). Trademarks have been licensed to S&P Dow Jones Indices
LLC. Redistribution, reproduction and/or photocopying in whole or in part are prohibited without written permission. This document does
not constitute an offer of services in jurisdictions where S&P Dow Jones Indices LLC, Dow Jones, S&P or their respective affiliates
(collectively “S&P Dow Jones Indices”) do not have the necessary licenses. All information provided by S&P Dow Jones Indices is
impersonal and not tailored to the needs of any person, entity or group of persons. S&P Dow Jones Indices receives compensation in
connection with licensing its indices to third parties. Past performance of an index is not a guarantee of future results.
It is not possible to invest directly in an index. Exposure to an asset class represented by an index is available through investable
instruments based on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or
other investment vehicle that is offered by third parties and that seeks to provide an investment return based on the performance of any
index. S&P Dow Jones Indices makes no assurance that investment products based on the index will accurately track index performance
or provide positive investment returns. S&P Dow Jones Indices LLC is not an investment advisor, and S&P Dow Jones Indices makes no
representation regarding the advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any
such investment fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document.
Prospective investors are advised to make an investment in any such fund or other vehicle only after carefully considering the risks
associated with investing in such funds, as detailed in an offering memorandum or similar document that is prepared by or on behalf of
the issuer of the investment fund or other vehicle. Inclusion of a security within an index is not a recommendation by S&P Dow Jones
Indices to buy, sell, or hold such security, nor is it considered to be investment advice.
These materials have been prepared solely for informational purposes based upon information generally available to the public and from
sources believed to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data,
research, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be modified, reverseengineered, reproduced or distributed in any form or by any means, or stored in a database or retrieval system, without the prior written
permission of S&P Dow Jones Indices. The Content shall not be used for any unlawful or unauthorized purposes. S&P Dow Jones
Indices and its third-party data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do not guarantee the accuracy,
completeness, timeliness or availability of the Content. S&P Dow Jones Indices Parties are not responsible for any errors or omissions,
regardless of the cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P
DOW JONES INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED
TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS,
SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT
WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Dow Jones Indices Parties be
liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs,
expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with any use
of the Content even if advised of the possibility of such damages.
S&P Dow Jones Indices keeps certain activities of its business units separate from each other in order to preserve the independence and
objectivity of their respective activities. As a result, certain business units of S&P Dow Jones Indices may have information that is not
available to other business units. S&P Dow Jones Indices has established policies and procedures to maintain the confidentiality of
certain non-public information received in connection with each analytical process.
In addition, S&P Dow Jones Indices provides a wide range of services to, or relating to, many organizations, including issuers of
securities, investment advisers, broker-dealers, investment banks, other financial institutions and financial intermediaries, and
accordingly may receive fees or other economic benefits from those organizations, including organizations whose securities or services
they may recommend, rate, include in model portfolios, evaluate or otherwise address.
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