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Apac ETFs enjoy record high $250bn AUM

As the assets managed by Apac-focused ETFs reach an all-time high, individual investors have

remained cautious of high risk names.

— Record high inflows send Japanese ETFs’ AUM higher, surpassing $160bn
— The Apac region excluding Japan has also seen strong inflows, pushing the AUM mark past

$78bn

— Investors are still avoiding the riskiest names in the region; firms whose CDS spreads have

widened the most have seen negative returns

ETF Investors backing Abenomics

While the Bank of Japan (BoJ) attempts to
inflate prices and stimulate growth, fund
inflows into Japanese ETFs reveal that ETF
investors are pinning their hopes on
Abenomics’ success as record inflows propel
equity AUM to reach all-time highs of $160bn.
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Investors however may have to exercise
some patience as oil's price decline has
effectively cancelled out the recent
inflationary effects of the expansionary
monetary policy efforts of the BoJ. The
Nomura Nikkei 225 Stock Index Listed Fund
ETF is the largest ETF exposed to Japan by
AUM, representing approximately 14% of the
total AUM. The fund has rewarded investors
so far as NAV has increased by 29% in the
last 12 months alone.
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While the Japanese ETF market has seen
almost two years of relentless fund inflows,
the Apac region in general has witnessed
strong inflows over the last 12 months with
AUM approaching $80bn. In 2015 total Apac
ETF AUM surged towards $250bn;
representing 9% of all global exchange traded
products.

Apac investment signals

Analysis of Markit's Research Signals factor
returns for February 2015 reveals that
investors are still not in full risk on mode as
evident by the strong negative returns of the
worst ranked companies in the Credit
Revisions — 3 month factor.
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Equity investors have been taking some
signals from credit markets as demonstrated
by the performance of the Credit Revisions
— 3 Month factor. The factor analyses the
change in CDS spread levels over the
previous three months to determine the
changing view of credit risk priced in by the
credit market.

In February, investors who were short the
worst ranked stocks in the tenth decile
(relatively less credit worthy names) and long
the first decile of stocks in the universe would
have yielded a healthy monthly return of
6.8%. Analysing the factor’s last 12 months of
returns reveals an average monthly return
spread of 1.5%. The factor has also had a
particularly strong past five months, seeing a
cumulative return of 26% - raising the 12
month cumulative return to 19.8%.

Analysing single names within the tenth
decile of the factor rankings reveals that there
is currently a large concentration of Chinese
property firms. One of these names, which
are currently the most shorted of the tenth
decile, is Greentown China holdings. The
company develops real estate including
residential villas and apartments. The
company’s shares have declined by 30% over
the last 12 months, with shares out on loan

peaking at 3.5% in 2014. Short sellers have
since covered slightly, with shares out on loan
hitting 2.3% at present.

Greentown China Holdings Ltd
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The Chinese property market continues to
show weakness as signs of a slowdown in
2014 continue into 2015. Oversupply and
dwindling demand have resulted in prices
falling and market participants calling for an
end to urbanisation.
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