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• More than 200 ETFs listed in 11 stock exchanges globally1 
 

• Over USD 50 billion in assets1 
 

• Top 2 in Europe and Top 5 Globally2 

 
• #1 ETF provider in Singapore and Hong Kong with 47 ETFs listed on SGX and 

30 on the SEHK3 
 

Deutsche Bank ETFs 
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Source: (1) Deutsche Bank ; (2) Blackrock ETF Landscape end Jun 2012; (3) HKEX and SGX website, Aug 2012  
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Why ETFs now ? 

The opportunity set explained by macro timing is at all-time highs 
— Globally, stock-selection opportunity used to account for approximately 80% of the total opportunity set, but 

now it falls to around 40%. In the US, stock-selection opportunity also drops to 50%, from about 70% prior to 
2008 financial crisis. 

— The opportunity set explained by macro timing (e.g., country selection, industry rotation, and style timing) is 
close to all-time highs.  

Global – decomposition of opportunities  US – decomposition of opportunities  

Source: Bloomberg Finance LP, Compustat, Haver, IBES, Russell, S&P, Thomson Reuters, Worldscope, Deutsche Bank Quantitative Strategy 
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Source: “Active Share and Mutual Fund Performance,” by Antti Petajisto of the NYU Stern School of Business, September 2010 

- The asset growth of US mutual fund AUM is on upward trend   

- But the % of active management strategy is decreasing 

 Why? What are the other investment strategies present in US fund 
 management?   
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Investment strategies in US mutual fund industry 
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Source: “Active Share and Mutual Fund Performance,” by Antti Petajisto of the NYU Stern School of Business, September 2010 

Active investment  

Enhanced 
indexing 

Passive indexing 

-% of assets that employs Active investment strategy is declining  

-% of assets that adopts Enhanced indexing and Passive indexing strategies 
are increasing  
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Growth of the ETF Market Worldwide 
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Source: Deutsche Bank Research, data as of end July 2012 
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Growth of the ETF Market and assets distribution 
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Source: Deutsche Bank, Bloomberg, Reuters, as of 3 Aug 2012 

As of 31/7/2012 
 

 
Europe 

 

 
US 

 
Asia 

 

Asset Class Assets in % Assets in % Assets in % 

Other  0.70% 0.80% 0.30% 

Commodity  11.20% 8.70% 3.00% 

Fixed Income  21.10% 20.00% 5.30% 

Equity  67.10% 70.50% 91.40% 

Total  100.00% 100% 100.00% 
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Global Fund Flow 
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Source: Weekly Fund Flows, 10 August 2012, Deutsche Bank Research 
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HY CDS spreads compared to corporate bonds  
in Europe and in the US 

2010 - page 8 

Source: Bloomberg. Markit website. Past performance is not  a reliable indicator of future results. 
This example is for illustrative purposes only. 8 

- iTraxx Crossover Index comprises 50 equally weighted CDS 
on the most liquid sub-investment grade European corporate 
entities.  
- Markit CDX North America High Yield Index is composed of 
100 non-investment grade entities, distributed among 2 sub-
indices: B, BB.  
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MTS Italy Ex-Bank Of Italy BOT Index 

Datum 2010 DB Blue template 
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Source: Bloomberg (as of 20 Aug 2012) 

MTS Italy BOT – ex-Bank of Italy Index 

 

 

Shares outstanding of ETF 

 

 

Zero coupon bonds with a maximum maturity of 12 months 
Yield to Maturity: 1.781% 
Duration: 0.42 years 
Convexity: 0.46 
Respective ETF raised 140 mn EUR within a month 
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Source: Bloomberg and MSCI data. 

Data as of 31 July 2001 - 31 July 2012, index all considered on USD basis. Past performance not indicative of future performance. 

Focus on high dividend 

Name of Index Percentage Change Annualized Return 

MSCI Asia ex-Japan High Dividend Yield  435.86% 16.47% 

MSCI EM Asia 278.16% 12.84% 

MSCI Asia Pacific ex-Japan 256.31% 12.24% 

MSCI Asia ex-Japan 241.24% 11.80% 
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11 11 
Source: Deutsche Bank Research (Emerging Markets Monthly – 19 July 2012) 

 ETF 

 
 

 
 
 
 
 
 
 
 
 

 
 
 

 

 
 

 

 
 

Green – Annual GDP 
Growth expected to 
increase and maintain at 
above 5% in 2013 

 

Yellow – GDP Growth 
expected to increase by  
1% or more in 2013 
compared to 2012 (but 
stay below 5% GDP 
growth) 

 

Red – Drop in GDP growth 
expected in 2013 
compared to 2012 
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Asia coverage 
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Ways to Access China  
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Ways to Access China 
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A-Shares 
 Stocks of Chinese companies quoted in RMB, 

listed in Shanghai or Shenzhen  
 Available to mainland Chinese residents or 

foreign institutional investors (via quota 
significantly increasing in recent years) 
 Example of recognized indices: CSI300, FTSE 

China A50 
 
H-Shares 
 Stocks of Chinese companies quoted in HKD, 

listed in Hong Kong 
 Available to foreign institutional investors or 

mainland Chinese residents (via quota 
significantly increasing in recent years) 
 Example of recognized indices : FTSE China 25, 

HSCEI 
 
 

 

Mainland China  

Shanghai  
A-Shares 

936 stocks 
US$2,825bn 

Shenzhen  
A-Shares 

1,489 stocks 
US$1,145bn 

CSI300 

47 dual-listed 
companies in HK 

(A-shares & H-shares) 

 

Source: Bloomberg, China Securities Index Co Ltd, as of 9 Jul 2012; Blackrock China ETFs Industry Review 2009; Deutsche Bank 

The same company can  
issue H-shares & A-shares  

but out of the 300 CSI stocks only 
47 are listed in HK as H Shares 
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Other forms of China-theme related shares 

B-Shares 
 Securities of Chinese incorporated companies that trade on the Shanghai Stock Exchange, 

quoted in USD, or the Shenzhen Stock Exchange, quoted in HKD.  
 Tradable by both residents or non-residents of PRC.  
 
Red Chip Shares 
 Red chips companies are incorporated outside of the PRC 
 Trades in Hong Kong Stock Exchange 
 Red chip company is defined as with at least 30% shares held directly or indirectly by mainland 

Chinese entities, and at least 50% sales revenue or operating assets from Mainland China. 
 

P- Shares 
  P Chip companies are companies that trade on SEHK with at least 50% of sales revenue / 

operating assets derived from mainland China 
  Typically from private sector and incorporated in the Cayman Islands, Bermuda and the British 

Virgin Islands  
 
Foreign Listed Shares 
 Shares of Chinese companies incorporated and listed outside of China (e.,g. in NYSE, 

NASDAQ etc.) but have their main business operations in China 
 Source: Bloomberg, China Securities Index Co Ltd, as of 9 Jul 2012; Blackrock China ETFs Industry Review 2009; Deutsche Bank 

15 
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Comparison between CSI300 vs. H shares indices 

16 

Source: Bloomberg, China Securities Index Co Ltd, as of 9 Jul 2012 

 

CSI 300 HSCEI 
 

FTSE/China 25 
 

Number of 
Constituents 300  40 25 

Market Cap 
(bil. USD) 

2,235 1,626 1,808 

Diversity  
(top 3 
sectors) 

Top 3 sectors: 65.49% 
36.88% Financials 
15.77% Industrials 
12.84% Materials 

Top 3 sectors: 90.13% 
56.29% Financials 

24.99% Energy 
8.85% Materials 

Top 3 sectors: 87.3% 
54.21% Financials 
18.14% Telecom 
14.95% Energy 

Exposure to 
CNY Direct Indirect Indirect 
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Comparison between different A shares indices 
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Source: Bloomberg, China Securities Index Co Ltd,  Issuer Website, as of 9 Jul 2012 

CSI 300 FTSE A50 

Number of 
Constituents 300  50 

Market Cap 
(bil. USD) 

2,235 1,851 

Diversity  
(top 3 sectors) 

Top 3 sectors: 65.49% 
36.88% Financials 
15.77% Industrials 
12.84% Materials 

Top 3 sectors: 81.55% 
60.65% Financials 
11.19% Industrials 

9.71% Consumer Goods 
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 LIQUID ACCESS TO A RESTRICTED MARKET  

 

 

 MORE COMPREHENSIVE EXPOSURE TO CHINA THAN VIA H SHARES 

 

 

 EXPOSURE TO CNY 

 

 

  

 

 

Key features of China A-Shares ETFs 

18 
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DB China A-shares ETFs Series  
 



db X-trackers ETFs 
Deutsche Bank 

For Institutional Clients Only 

Structure of the China A-Shares DB ETFs 

Datum 2010 DB Blue template 

20 

DB ETFs 
UCITS IV compliant umbrella fund  

company domiciled in Luxemburg 
 

ISDA Master Agreement 

CSI300 

Deutsche Bank AG 
(Swap Counterparty and QFII) 

Board of Directors 

Auditors  
Ernst & Young 

UCITS Management Company 
DB Platinum Advisors (DBPA) 

 
 

CSI 300 
Consumer 

CSI 300 
Healthcare 

Delegates day to day 
running to 

Swap 1 Swap 2 Swap n 
etc. 

Promoter  
Deutsche Bank AG   

Investment Manager 
State Street Global Advisors Limited (SSgA) 

Administrator, Transfer Agent 
State Street Bank Luxembourg S.A. (SSBL) 

Custodian 
State Street Bank Luxembourg S.A. (SSBL) 

Direct  / Indirect 
Investment 



db X-trackers ETFs 
Deutsche Bank 

For Institutional Clients Only 

 

  

 

 ACCESS TO THE UNDERLYING CHINA  A-SHARES MARKET 

  

 

MITIGATION OF COUNTERPARTY RISK 
 

 

 

Key features of the structure 

21 
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Access to the underlying China A-Shares 
Market 
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Quota for Qualified Foreign Institutional Investor (QFII)  

Source: PwC, SAFE website 

* The 0.95bn quota was granted in early 2007 to foreign investors who have obtained QFII license prior to 2007 

 
23 
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QFII and RQFII Quota Developments 
 

Source: PwC, HKEX website 

QFII 

RQFII 

QFII scheme launched 

First batch of QFII quota officially approved 

First China A-shares ETF listed outside of Mainland China  

More QFII quota approved. Total QFII quota set at 30bn. USD 

CSRC increased QFII quota from 30bn. to 80bn. USD 

2004-2011 

Apr 2012 

Nov 2004 

Jun 2003 

End of 2002 

RQFII introduced to the market, with initial quota of 20bn. RMB  

CSRC increased RQFII quota from 20bn. to 70bn. RMB Apr 2012 

Aug 2011 

First Physical China A-shares ETF listed in HKEX with RQFII Jul 2012 

24 
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QFII Quota – Recent Developments 

Source: People’s Daily Online, Xinhua News Agency, 21 Jun 2012 

• QFII quota first introduced to foreign 
investors in 2002. 

 

•The State Council, China’s Cabinet, in 
April increased total QFII Quota to 80 
billion USD from 30 billion USD. 

 

• On 21 June, Chinese regulators 
pledged to make it easier for QFIIs to 
invest in China’s capital market 

 

• It is believed that this will free up 
capital flows and accelerate the 
opening of Chinese domestic capital 
markets. 

25 
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Mitigation of counterparty risk 
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 FT Ignites Asia 31/08/2011 
  
 Hong Kong regulators' new collateralisation rules for synthetic exchange-traded funds (ETFs) 

will be easier for some managers to satisfy than others…  
 
 The Securities and Futures Commission (SFC) announced this week that providers would have 

to boost the ETFs' collateral level to achieve at least 100% collateralisation, as reported…  
 
 Providers including Deutsche Bank ETFs, the biggest ETF provider in Hong Kong in terms of 

number of listings, with 24 ETFs on the Hong Kong Exchanges & Clearing, voluntarily exceed 
that standard.… 

 
  

New collateral rules for synthetic ETFs in Hong Kong 
 

Datum 2010 DB Blue template 

27 

Source:  Ignites Asia (data as of Aug 31 2011) 
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New European guidelines (ESMA) – 25 Jul 

Datum 2010 DB Blue template 
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Source: Deutsche Bank  
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Consequences on Deutsche Bank ETFs 

Datum 2010 DB Blue template 

29 

Source: Deutsche Bank  
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DB ETF website collateral publication 
 

Datum 2010 DB Blue template 

30 

Collateral detail MTM daily with details including: 

*Security Typee,b  *Countrye,b 

*Sectore   *Exchange Listinge 

*FX Exposuree,b  * Index Exposuree 

•Credit Ratingb  * Detail of each componente,b 

 

E – Equity B - Bond 

Source: www.dbxtrackers.com.hk (data as of Aug 3 2012) 
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31 

 

 TRACK RECORD Traded in Asia since 2010 with assets over US$300 mil. 
 
 INNOVATIVE Most complete range of China A-share ETFs    

 

 REGULATED  UCITS compliant fund. Fully collateralized on a daily basis 

 

 VERSATILE Qualifies for investment by funds of funds (not invested in other funds) 

 

 LIQUID Committed market making from Deutsche Bank 

 

 CROSS LISTING Only A-Shares ETF with cross listings in two continents (Asia & EU) 

Key features of Deutsche Bank China A-Shares ETFs 

31 
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Deutsche Bank China A-Shares ETFs vs. RQFII ETFs 

Deutsche Bank China A-Shares 
ETFs 

RQFII ETFs 

Product type Providing different variations of China 
A-shares exposure 
- Broad based market exposure 
- 10 sector ETFs 

Currently limited to broad based market 
exposure 

Trading 
Currency 

HKD/USD/EUR 
(However, index is RMB based, 
hence ETF is ultimately exposed to 
RMB FX movement) 

RMB 
 

Structure Synthetic Replication 
(Counterparty risk mitigated by 
collateral up to 120% of NAV, daily 
mark to market, full transparency on 
internet, stringent selection criteria)  

Physical, through full or statistical 
sampling 

Source: DB ETF website, SFC website 

32 
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General Considerations on A-Shares ETFs 
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 Understanding Premium / Discount  

 

 Tax factors 

  

 

 

General Considerations on A-Shares ETFs 

34 
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Understanding Premium / Discount  

• China A-shares market has restricted access on a quota basis for foreign investors.  
 

• Due to the restrictive nature of access, there is a difference between ETF trading price 
versus NAV level (i.e. premium/discount of trading price versus NAV), mainly driven by 
factors such as market demand and supply on China A-Shares ETFs themselves.  
 

• China A-Shares ETF experience this phenomenon in the market in differing magnitudes. 
Factors such as market demand and supply which drive the ETF trading price movement 
over the life in China-A shares ETFs may potentially cause effects on both sides, positive or 
negative fluctuations.  

35 
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Tax factors 
 
Important Information concerning the Taxation in the 
People’s Republic of China (“PRC”) 
 
  
– The investment objective of the China A Share Sub-Funds is to track the performance of 

an index comprising A - shares listed in the PRC.  
 

– Each A Share Sub-Fund seeks exposure to the relevant index by entering into swap 
transaction(s) with DB, which is a qualified foreign institutional investor (“QFII”). 
 

– The Swap Counterparty may enter into hedging transactions in respect of the OTC 
Swap Transaction. The OTC Swap Transaction will include a provision according to the 
terms of which the Sub-Fund undertakes to keep the Swap Counterparty fully 
indemnified for any tax liability that may arise in a prospective or retrospective manner 
as a result of the Swap Counterparty’s dealing in and holding of A shares for the 
purpose of hedging the OTC Swap Transaction, which undertaking will result in certain 
provisions to be recorded in the Sub-Fund’s accounts.  
 

– As more fully detailed in the Prospectus in the Specific Risk Warning section under 
“Taxation in the PRC”, this element may adversely affect the performance of the Sub-
Fund. 

 

36 
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Case Study –  
 
CSI 300 versus sectors allocation strategy 
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•   A performance comparison between the CSI 300 Index versus different styles of allocation via  
CSI 300 sector indices 

 

•  Three allocation via sector indices adopted with rebalancing frequency of 3 months: 

(i) Equally Weighted (10% each across the 10 sectors) 

 

(ii) Top 5 Sharpe Ratio (equally weighted 20% each with 0% weight on worst 5 sectors) 
Sharpe is calculated using 3 month historical volatility 

 

(iii) Top 5 by Return (equally weighted 20% each with 0% weight on worst 5 sectors) 
Top return is calculated using 3 month historical performance 

 

 

CSI 300 versus Sectors Allocation 

38 
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39 

Annualised Performance: 17.79% Average Volatility: 35.69% 
Minimum Volatility: 16.17% 

Source: Bloomberg.   

Volatility calculated as standard deviation of daily returns for  60 days period. 

Past performances are not indicative of future returns. 

The CSI 300 Index 

39 
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40 

Source: Bloomberg & Deutsche Bank. 

Rebalancing costs have not been considered.  

Past performances are not indicative of future returns. 

Annualised Performance 
- Equal weighted model: 21.01% 
- Sharpe Ratio model: 20.07% 
- Top 5 Return model: 18.50% 
- CSI 300 Index: 17.79% 
 

Performance analysis since April 2005 

40 
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Source: Bloomberg & Deutsche Bank. 

Rebalancing costs have not been considered.  

Volatility calculated as standard deviation of daily returns for  60 days period. 

Past performances are not indicative of future returns. 

Annualised Average Volatility 
- Equal weighted model: 35.6% 
- Sharpe Ratio model: 36.6% 
- Top 5 Return model: 36.6% 
- CSI 300 Index: 35.7% 
 

Volatility analysis since April 2005 

41 
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•   The portfolios and equally weighted baskets outperformed the exposure to the CSI 300 Index 
since April 2005 

 

 

• The volatility of the models and the CSI 300 Index are similar since July 2005 

 

 

• It was possible to outperform the CSI300 Index via a reallocation across the different sectors 

(even assuming a very conservative 1% p.a. of rebalancing costs) 

 

 

Past performances are not indicative of future returns. 

 

Conclusion 

42 
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43 

 

 TRACK RECORD Traded in Asia since 2010 with assets over US$300 mil. 
 
 INNOVATIVE Most complete range of China A-share ETFs    

 

 REGULATED  UCITS compliant fund. Fully collateralized on a daily basis 

 

 VERSATILE Qualifies for investment by funds of funds (not invested in other funds) 

 

 LIQUID Committed market making from Deutsche Bank 

 

 CROSS LISTING Only A-Shares ETF with cross listings in two continents (Asia & EU) 

Key features of Deutsche Bank China A-Shares ETFs 

43 
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Important Information 
 © 2012 Deutsche Bank AG  

 This presentation contains a short summary description of the above mentioned ETFs and is for discussion purposes only. A 
complete description of the funds is in the respective and most recent prospectus of the above mentioned ETFs. This presentation 
is not for distribution to, or for the attention of, US or Canadian persons. Without limitation, this presentation does not constitute an 
offer or a recommendation to enter into any transaction. When making an investment decision, you should rely solely on the final 
documentation and any prospectus relating to the transaction and not this summary. Investment strategies involve numerous risks. 
Prospective investors or counterparties should discuss with their professional tax, legal, accounting and other adviser(s) the effect 
of any transaction they may enter into, including the possible risks and benefits of such transaction and should ensure that they fully 
understand the transaction and have made an independent assessment of the appropriateness of such transaction in the light of 
their own objectives and circumstances. In no way should Deutsche Bank be deemed to be holding itself out as a financial adviser 
or a fiduciary of the recipient hereof. Deutsche Bank may make a market or trade in instruments economically related to fund units 
or derivatives mentioned herein, and/or have investment banking or other relationships with issuers of the relevant securities. 
Deutsche Bank actively manages various risks, and on occasion may deal in securities mentioned in this document or in related 
instruments during the period between your receipt of this fact sheet and the award of any order. Whilst Deutsche Bank‘s trading or 
hedging activities are not intended to have any significant impact upon prices, its dealings could affect the prices you pay or receive 
for transactions in related securities or fund units. Deutsche Bank, and its current and future subsidiaries, parents, affiliates, 
divisions, officers, directors, agents and/or employees, disclaim all liability with respect to this document and the information herein, 
and are not liable for any errors or omissions, or for any damages howsoever arising from any reliance placed thereon, save as 
required by applicable laws and regulations.  

 A full description of the terms and conditions of all sub-funds are included in the prospectus of db x-trackers and db x-trackers II. 
You can get the full and the simplified prospectus of each sub-fund of db x-trackers at db x-trackers, 49, avenue J.F. Kennedy, L-
1855 Luxembourg, R.C.S. Luxembourg D-119 899. 

 Deutsche Bank AG is authorised under German Banking Law (competent authority: BaFin – Federal Financial Supervising 
Authority) and is regulated by the Financial Services Authority for the conduct of investment business in the United Kingdom. The 
registered address of Deutsche Bank AG, London Branch, is Winchester House, 1 Great Winchester Street, London EC2N 2DB.  

44 
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