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Source: Bloomberg, as of 3/28/2024. Figure reflects U.S.-listed ETFs and does not include short and leveraged products.

Figure 1: Top 10 China Equity ETFs by Assets
Annualized Total Returns (NAV)
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The four largest ETFs provide a good sample of the main categories:

+ �BROAD MARKET: The iShares MSCI China ETF (MCHI) and the iShares China Large-Cap ETF (FXI) are the 
largest and most traded broad market, or “beta”, ETFs. FXI is the narrower of the two, holding 50 of the 
largest companies trading on the Hong Kong Stock Exchange.

+ �INDUSTRY SPECIFIC: The KraneShares CSI China Internet ETF (KWEB) is purely focused on “companies 
whose primary business or businesses are in the Internet and Internet-related sectors”. Its aim is to target 
exposure to increasing consumption from a growing middle class.2

+ �SINGLE SHARE CLASS: The Xtrackers Harvest CSI 300 China A-Shares ETF (ASHR) represents large- and 
mid-cap A-share companies.

CXSE taps into elements of each of these three categories: a broad-based, market cap-weighted basket of about 
250 securities, relative overweights to tech and consumer-oriented sectors, and typically about a 33% exposure 
to China A-shares.

STATE-OWNED ENTERPRISES: THE PRINCIPAL-AGENT PROBLEM

Research shows government ownership can lead to corporate governance issues that cause operational 
inefficiencies and weaker levels of profitability.

SOEs typically consider a broad set of interests, such as maximizing employment, rather than focusing on 
maximizing shareholder value.

Consider this recent example: At the height of the COVID-19 pandemic and in the face of plunging oil prices, 
Chinese officials praised its state-owned oil giant, PetroChina, for creating extra jobs.3

Having multiple owners—shareholders and the government—exacerbates what is referred to as the principal-
agent problem, or the challenges of aligning the self-interests of shareholders with agents who are employed on 
behalf of the principals.

The varying self-interests in this multi-principal model makes it difficult for the agent to act in the interests of both 
principals when they have potentially competing goals and objectives.

2 kraneshares.com/kweb.
3 “The new state capitalism: Xi Jinping is trying to remake the Chinese economy,” The Economist, 8/15/2020.
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Source: WisdomTree, as of 3/28/2024. Past performance is not indicative of future results. You cannot invest directly in an index. Universe of securities is the MSCI China Index.

No strategy fully eliminates the risk of government influence in emerging markets. But explicitly removing SOEs 
aims to mitigate it.

Based on the weights of the two broad market ETFs, MCHI and FXI, SOEs make up 33% and 37% of the China 
market-cap, respectively—a significant difference for two beta funds.

By focusing on internet-related companies, KWEB has 0% exposure to SOEs, but has more concentrated sector 
exposures than broad market solutions.

Figure 3: Average Annual Returns

1 Year 3 Year 5 Year 10 Year Since 12/31/2007 

Non-SOE -20.48% -23.36% -6.86% 4.24% 3.58%

SOE -6.02% -3.87% -1.97% 1.82% -0.50%

Sources: WisdomTree, FactSet, as of 3/28/2024. Weights subject to change.

Figure 4: Percent Weight SOEs
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STATE-OWNED CHINA = OLD CHINA SECTOR EXPOSURES

Removing SOEs creates a shift away from “old China” sectors like Energy, Materials and Financials, and toward 
“new China” sectors like Tech, Communication Services and the consumer sectors.

Non-SOEs tend to be companies capitalizing on a fast-growing middle class driving consumption growth—and 
naturally tap into a faster-growth theme that investors often want from emerging markets.

The Index CXSE tracks caps sector weights at 30% at the annual rebalance. Relative to the two broad-market funds, 
CXSE has its biggest underweights to Communication Services and Financials, and overweights to the Industrials, 
Information Technology, and Health Care sectors.

FXI and KWEB have the greatest sector concentration. FXI has 34% of its weight in Consumer Discretionary, while 
KWEB has over 80% of its weight spread between Consumer Discretionary and Communication Services.

Figure 5: Sector Weights

 CXSE       FXI       MCHI       KWEB       ASHR

0.0%

10.0%

5.0%

15.0%

20.0%

25.0%

45.0%

40.0%

30.0%

35.0%

Comm. S
ervices

Cons. S
taples

Materia
ls

Health
 Care

Industr
ials

Cons. D
isc

.

Info. Tech.

Utili
tie

s

Financials

Real E
sta

te

Energy

Sources: WisdomTree, FactSet, as of 3/28/2024. Weights subject to change.
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FUND BREADTH: SHARE CLASSES AND TOP HOLDINGS

China’s domestic equity market has become more accessible to foreign investors over the last decade. The nation’s 
Stock Connect program, which opened stocks listed in mainland China (A-shares) to offshore investors, and MSCI’s 
decision to include a greater proportion of A-shares in its emerging markets benchmark are key developments 
that have helped boost China’s equity market to rank second-largest globally, behind the United States.4

ETFs offer different exposures across share classes, with some offering little or no exposure to Mainland China.

CXSE strikes about a 67%/33% balance between internationally listed share classes and domestically listed share 
classes. Neither KWEB nor FXI offer exposure to domestically listed shares, while ASHR is fully concentrated in 
A-shares.

4 Bloomberg, 10/30/20. Foreigners could access Mainland China equities through B-shares since 2001, but this market was much smaller and thinly 
traded than A-shares.

Sources: WisdomTree, FactSet, as of 3/28/2024. Weights subject to change. A-shares are shares of companies incorporated on the mainland and traded in Shanghai 
or Shenzhen, quoted in RMB. B-shares are shares of companies incorporated on the mainland and traded in Shanghai, quoted in USD, or traded in Shenzhen 
and quoted in HKD. H-shares are shares of Chinese companies incorporated on the mainland and traded in Hong Kong. Red chips are shares of non-Chinese 
incorporated companies that are substantially state-owned and are traded on the Hong Kong Stock Exchange. P-chips are shares of non-Chinese incorporated 
companies established and originated in the mainland that are controlled by mainland Chinese companies or individuals, traded on the Hong Kong Stock Exchange. 
N-shares are shares of non-Chinese incorporated companies established and originated in the mainland that are controlled by mainland Chinese companies or 
individuals, listed on the NYSE or NASDAQ.

Figure 6: Share Class Exposures
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The Chinese market, like the U.S. market, is skewed toward the largest companies. As a result, four of the five 
funds have about 40% or more of their weight in top 10 holdings.

CXSE does not own a few notable SOEs from select sectors, like the telecommunication giant China Mobile, or 
the “big four” Chinese Financials widely viewed as instruments of state policy—China Construction Bank, Bank of 
China, Industrial and Commercial Bank of China and Agricultural Bank of China.

Figure 7: Top 10 Holdings
CXSE FXI

Company Name Weight Company Name Weight

Tencent Holdings 10.99% Tencent Holdings 9.86%
Alibaba Group Holding 8.78% Alibaba Group Holding 8.64%
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BLENDING VALUATIONS AND GROWTH
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For investors considering a China allocation—either for broad market access, exposure to fast-growing middle-
class consumption, or tapping into China A-shares—CXSE can offer many attractive characteristics.

Figure 9: Performance Comparison

Return Standard Deviation Sharpe Ratio

WisdomTree China ex-State-Owned Enterprises Fund 0.65% 26.59% -0.02

iShares China Large-Cap ETF -4.90% 24.64% -0.24

iShares MSCI China ETF -2.21% 24.77% -0.13

KraneShares CSI China Internet ETF -9.46% 66.59% -0.16

Xtrackers Harvest CSI 300 China A-Shares ETF -3.38% 23.40% -0.19

Sources: WisdomTree, Zephyr StyleAdvisor, 6/30/15–3/28/2024. Returns based on NAV. Return, standard deviation and Sharpe ratio are annualized. Start date chosen 
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�10Investors should carefully consider the investment objectives, risks, charges and expenses of the Funds before investing. To 
obtain a prospectus containing this and other important information for WisdomTree Funds, please call 866.909.WISE (9473) 
or visit WisdomTree.com/investments. To obtain a prospectus for iShares funds, please visit www.ishares.com. To obtain a 
prospectus for KraneShares funds, please visit www.kraneshares.com. To obtain a prospectus for Xtrackers funds, please 
visit www.dws.com. Please read the prospectus carefully before you invest. To obtain a prospectus for SPRD funds, please 
visit SPRD.com. To obtain a prospectus for Invesco funds, please visit invesco.com. To obtain a prospectus for Global X funds, 
please visit globalexetfs.com. Read the prospectus carefully before you invest.
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iShares MSCI China A ETF – CNYA: The Fund seeks to track the investment results of the MSCI China A Inclusion Index, which is composed 
of domestic Chinese equities (A-Shares) that trade on the Shanghai or Shenzhen Stock Exchange. Index is weighted by each issuer’s free float-
adjusted market capitalization available to foreign investors and includes only large cap companies. Excluded from the index are A-shares 
suspended for trading for more than 50 days in the past 12 months and A-shares that are not accessible through Stock Connect. The index is 
rebalanced in May and November. The Fund intends to invest in A-shares included in the Underlying Index primarily through Stock Connect. 
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into agreements with the Fund’s distributor. The Fund expects to a�ect all of its creations and redemptions for cash, rather than in-kind 
securities, which may cause the Fund to sell a security and recognize a capital gain or loss that might not have been incurred if it had made 
redemption in-kind. The use of cash creations and redemptions may also cause the Fund’s shares to trade in the market at wider bid-ask 
spreads or greater premiums or discounts to the Fund’s NAV. Investments in Internet companies may be volatile. Internet companies are 
subject to intense competition, the risk of product obsolescence, changes in consumer preferences and legal, regulatory and political 
changes. The KraneShares ETFs are distributed by SEI Investments Distribution Company. 
Invesco China Technology ETF – CQQQ: The Fund seeks to track the investment results (before fees and expenses) of the FTSE China Incl 
A 25% Technology Capped Index. The Fund generally will invest at least 90% of its total assets in the securities that comprise the Underlying 
Index. FTSE International Limited compiles, maintains, and calculates the Underlying Index. The Underlying Index is composed of securities 
of companies that the Index Provider has classified as being in the technology industry and that are constituents of the FTSE China Index and 
FTSE China A Stock Connect CNH Index. The Underlying Index may include China A-shares, B-shares, H-shares, N-shares, Red Chip shares, 
P-chip shares and S-chip shares. Underlying Index constituents are modified market capitalization weighted, further, each China A-Share 
constituent’s investability weighting is reduced by 75% prior to calculating the security’s weight. The Underlying Index is rebalanced quarterly 
a�er market close on the third Friday of March, June, September, and December. The Fund employs a “full replication” methodology in 
seeking to track the Underlying Index. The Fund is classified as "non-diversified". During the most recent fiscal year, ending October 31, 2023, 
the Fund’s portfolio turnover rate was 58% of the average value of its portfolio. Individual Shares are listed for trading on the NYSE. The Fund 
issues and redeems Shares at NAV only with APs and only in creations units of 50,000 Shares or multiples thereof, generally in exchange for 
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�13Global X MSCI China Consumer Discretionary ETF – CHIQ: The Fund seeks to provide investment results that correspond generally to the 
price and yield performance, before fees and expenses, of the MSCI China Consumer Discretionary 10/50 Index, which tracks performance 
of companies in the MSCI China Index that are classified in the consumer discretionary sector, as defined by MSCI. The securities eligible 
for inclusion in the Underlying Index include H-Shares, B-Shares, Red Chips, P-Chips, A-Shares that are accessible through the Shanghai-
Hong Kong and Shenzhen Hong Kong Stock Connect programs, and foreign listings such as ADRs. The Index is weighted according to each 
component's free-float adjusted market capitalization of the parent index, but is modified so that, as of the rebalance date, rebalance date, 
no group entity (defined by the Index Provider as companies with a controlling stake owned by one entity) constitutes more than 10% of 
the Underlying Index and so that, in the aggregate, the individual group entities that would represent more than 5% of the Underlying Index 
represent no more than 50% of the Underlying Index ("10/50 Cap"). The Underlying Index is reconstituted and re-weighted quarterly. The 
Underlying Index may include large- and mid-capitalization companies. The Fund invests at least 80% of its total assets in the securities 
of the Underlying Index. The Fund is classified as “non-diversified.” During the most recent fiscal year, ended October 31, 2023, the Fund's 
portfolio turnover rate was 15.93% of the average value of its portfolio. Individual Shares are listed on the NYSE. The fund will only issue or 
redeem shares that have been aggregated into blocks of 50,000 shares or multiples thereof (“Creation Units”) to APs who have entered into 
agreements with the Fund’s distributor. The fund is distributed by SEI Investments Distribution Co.

Glossary
Basis point (bp): 1/100th of 1 percent. Beta:


