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China’s Meteoric Rise . : :
. . How do US-listed Chinese stocks perform relative
China’s GDP as grown by 3,900% 1n the past 30 years

. Recommendations
US’s GDP has grown by 259% in same period of time to other stocks on the American Stock Market?
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Conclusion: Chinese firms on the US stock market . .
) . ) all other sectors listed; this trend also seems
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average lifespan of a firm’'s listing in

Shnghal in 1990 | China and Hong Kong matched that of Va rlable IntereSt Entlty RISk
European firms.

- After joining the WTO, firms from China
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and Hong Kong tended not to survive for
as long.
- American Firms tend to survive longer
Past 3 Months

than both Chinese, Cantonese, and
European firms

Conclusion: After China joined the WTO, the
quality of firms that came from China to list on
the America market decreased.
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POtentla xp ana Ions or oor e a Ive - Chinese government restricts foreign investments in industries like education and advanced technologies
- VIEs control of a company through contracts instead of ownership, helping companies circumvent those
Performance

- Centralized power of Chinese Government could close this loophole at any time
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| , US-China Geopolitical Tensions
Gains Before and After End Of Lock-Up Period by Country

B Pre [ Post Cumilative Trade War

Lock-Up Manipulation
Hypothesis 1

Executive Order 13959
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Underwriters bring low-quality companies to 8
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Does Investing In Chinese Stocks Reflect These :

post-listing lock-up period ends, so that

°
galnS? their c¢lients can unload their investments 4

afterward.

. . . . Verdict )
HIStory Of US-LISted Chlnese Flrms While China’s oveerl;lllcgains are small

relative to those of the rest of the world,
it follows the standard trend, UsS China EU A
contradicting this hypothesis.

— China undergoes economic reform after the
conclusion of the cultural revolution
- Chinese economy becomes more free under
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. . . . the China'’s US-Listed stock offerings fail to
influx of Chinese company listings 25% ., : .
represent China'’s economic growth because 1t
- Listing of Chinese Companies take a hit is not accurately representing where China’s ~ The expected reason to delist is
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. . . performance
- Listings rebound after economic recovery

— Initial Public Offerings of Chinese firms
massively balloon in value

- Firms should prefer to stay public

for this allows them access to more
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China's Stocks 3 Sector Breakdown (Relative) Less accurately representative prior to resources
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_ 259 increase 539 - Chinese firms are effectively
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/ : - Slight overrepresentation of growth sector : : ;
$4.4 bn and promptly dropplng 20% 1n g : P _ g : foreign investors in unable to
. . _ _ _— (which is understandable in the speculative invest in them
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firms could end in that firm

00430
01231
10831
20430
21231
30830
40430
41231
50831
60429
61230
70831
80430
81231
90830
20200430
20201231

all Chinese IPO applications

20000428
20001229
20010831
20020430
20021231
20030829
20040430
20041231
20050831
20060428
20061229
20070831
20080430
20081231
20090831

These findings thus contradict this hypothesis. returning to China and further
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investment being cut off




