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An Overview of A+H Shares and AH Discounts and Premiums 

 

A+H shares refer specifically to Chinese companies which are listed in the A-share 

market and the Hong Kong stock market at the same time. A+H shares are in the 

nature of ‘same shares, same rights’, but their price performances vary from market 

to market. The A+H company which got listed first in time is CHINA VANKE CO, which 

was listed in Shenzhen Stock Exchange back in 1991; the A+H company which got 

listed first in time in the Hong Kong stock market is TSINGTAO BREW, which was 

listed in Hong Kong Exchange and Shanghai Stock Exchange successively in 1993; the 

most recently listed A+H company is CHINA INTERNATIONAL CAPITAL CORP LTD, 

which was listed in Shanghai Stock Exchange in November 2020. According to the 

latest data from Wind (as of 20 Nov 2020), at present there are 129 A+H companies 

listed in both Mainland China and Hong Kong, and their aggregate market value is 

RMB 22.6 trillion, accounting for approximately 30% of the total market value of 

A-shares and also about 30% of the total market value of Hong Kong stocks. Except 

for a small number of ST shares and shares in the STAR Board, A+H shares are 

included in the Stock Connect. In terms of industry distribution, the largest number 

of A+H companies are from the financial sector (accounting for as many as 62.6%), 

followed by the industrial sector and the energy sector. 

 

Sector No. of 

companies 

Total market value 

(RMB billion) 

Share in terms of 

market value 

Materials 13 1,143.3 5.1% 

Real estate 3 403.9 1.8% 

Industrials 35 1,899.2 8.4% 

Utilities 7 352.6 1.6% 

Financials 33 14,152.8 62.6% 

Consumer discretionary 8 1,014.0 4.5% 

Energy 9 1,866.6 8.3% 

Consumer staples 3 137.5 0.6% 

Information technology 5 674.1 3.0% 

Medical and healthcare 13 971.5 4.3% 

Total 129 22,615.5 100% 

Source: Wind, as of 20 Nov 2020 

 

The discounts and premiums of A+H shares form a topic which has attracted much 
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attention. A tool which performs well in tracking AH discounts and premiums is the 

Hang Seng Stock Connect China AH Premium Index (code: HSAHP). This Index selects, 

from all A+H shares, the stocks included in the Stock Connect and excludes shares 

with an average daily trade volume of less than RMB/HKD 20 million, and calculates 

the weighted premium or discount prices according to the free-float market value. 

Currently, the HSAHP has 71 constituents which cover more than 80% of the market 

value of all A+H shares, and the industry distribution of the constituents is similar to 

that of the overall sample of A+H shares. As such, the HSAHP is very representative. 

 

Source: Hang Seng Index 

  

The HSAHP was launched on 9 July 2007, with data tracing back to 3 January 2006. 

Each point in the Index indicates a ratio. In simple terms, when the Index point 

exceeds 100, the A-share is at a premium versus the H-share, and when the Index 

point is below 100, the A-share is at a discount versus the H-share. Ever since the 

launch of the HSAHP, the Index point has been above 100 for most of the time. Since 

the launch of the Stock Connect, the HSAHP has fluctuated around 130, and the 

premium of the A-share versus the H-share has not weakened. 
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According to the data of Hang Seng Indexes Co. Ltd., currently the A-shares of all the 

constituent companies under the HSAHP are more expensive than their H-shares, 

and the premium ranges from 5% to 450%, showing considerable divergence. 

Generally, the degree of AH premium of large-cap companies is smaller than that of 

mid to small-cap companies. Compared with investors in the Hong Kong market, 

investors in A-shares have a stronger inclination toward trading, and they tend to 

accord higher valuation to mid to small-cap companies. Since the launch of the Stock 

Connect, southbound capital has increased year by year, and currently the volume of 

trading with southbound capital accounts for about 20% of the aggregate trading 

volume of Hong Kong stocks. This notwithstanding, the capital invested in Hong Kong 

stocks is more in the nature of institutionally allocated capital. Furthermore, in the 

Hong Kong market, the 20%/80% divergence is obvious, with principal market value 

and liquidity contributed by the leading large-cap companies whose valuation is 

higher than that of mid to small-cap companies. Therefore, the AH premium rate of 

large-cap companies is more reasonable. 

 
The constituent stocks of the HSAHP are mainly large-cap financial companies and 

have a stronger cyclical nature. They are also the main constituent stocks of the CSI 

300 Index and the Hang Seng China Enterprises Index. Therefore, the trend of the 

HSAHP is highly related to the relative trends of the two major representative 

large-cap broad-based indexes of A-shares and H-shares. For example, in 2007 and 

2014, the surge of the HSAHP corresponded with the two bullish A-share markets. 

On both occasions, the CSI 300 Index performed way better than the Hang Seng 

China Enterprises Index, thereby pushing up the HSAHP. This year, China came first 

in containing the pandemic, and her stock market has been going strong. The robust 

performance of the CSI 300 Index since July has helped drive the HSAHP above the 

140 mark. 
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The reasons for the discounts and premiums of A+H shares can be examined from 

many angles and have been analyzed in many research reports. The formation of the 

AH discounts and premiums is attributable firstly to the lack of connection between 

A-shares and H-shares, which renders it impossible to make use of the arbitrage 

mechanism to stabilize discounts and premiums; refer to shares with second listing 

in Hong Kong, as the US ADR and Hong Kong stocks are freely convertible, there are 

no sustained discounts and premiums. Other reasons include: 

 

1. From the perspective of behavioral finance, individual investors are more 

optimistic about favorable policies and news and more willing to accord 

valuation to ‘growth’ type companies; on the other hand, foreign institutional 

investors are more inclined to ‘value’, less optimistic about favorable policies 

and news, more concerned about profitability, and more sensitive to negative 

news. Therefore, Hong Kong stocks give people the impression of ‘following the 

fall but not following the rise’. 

2. From the perspective of liquidity premium, the trading volume of A-shares is 

obviously higher than that of Hong Kong stocks. Hong Kong stocks have a 

sophisticated mechanism for short-selling, and any downward adjustment will 

be speedier. For these reasons, A-shares can enjoy liquidity premium. 

3. From the perspective of free-float market value, the free-float market value 

ratio of H-shares is by and large higher than that of A-shares. In the appropriate 

market circumstances, shares with a low free-float market value ratio exert a 

more noticeable capital-driving effect and offer a relatively higher flexibility. 

4. In terms of tax arrangements, Mainland investors who invest in Hong Kong 

stocks via the Stock Connect are required to pay dividend tax of 20%, thereby 

reducing the expected yield on such investments. The A-share market is still 

generating considerable ‘new shares’ profits and this, to a certain extent, 

increases the opportunity cost of investing in Hong Kong stocks. 

5.  From the perspective of foreign exchange, the Hong Kong currency exchange 
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rate is closely linked to the US dollar, while the Renminbi exchange rate has 

been more marketized following the foreign exchange reform in August 2015. 

Since the launch of the Stock Connect and the foreign exchange reform, the 

level of stability of the HSAHP has increased remarkably, and at the same time, 

the HSAHP has shown a negative correlation with the US dollar index. Globally 

speaking, the weak US dollar is favorable to investing in the emerging market, of 

which the Greater China Region is the most important region. The opening up of 

the A-share capital market is a gradual process, and many foreign allocation 

funds still regard Hong Kong as the important base for investing in China. At the 

same time, as Hong Kong stocks are at a discount versus A-shares, the dividend 

rate looks more attractive. Therefore, the weakening of the US dollar index is 

favorable to Hong Kong stocks, particularly those in the cyclical sector. 

 

 

 

Looking back at the historical trend of the HSAHP, the Index fell towards 100 in the 

years 2008-2010 and 2012-2014. In those years, A-share IPOs were flourishing and 

the ‘value’ style outperformed the ‘growth’ style, and the world was facing the 

subprime mortgage crisis and European debt crisis. At this point in time, as the 

COVID-19 pandemic is still spreading around the world, the US dollar will likely start 

a weak cycle. Looking ahead, the production of COVID-19 vaccine will serve to 

narrow the gap in valuation between value-type and cyclical-type shares on the one 

hand and growth-type shares on the other hand. Furthermore, the weak recovery of 

the global economy and the inadequacy of supplies will probably push up the prices 

of large-cap commodities. The overall macro environment is developing in a 

direction favorable to the weakening of the HSAHP, and the performances of Hong 

Kong stocks in the cyclical sector, represented by companies in the financials, 

industrials and energy, are worth keeping watch on. 
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Disclaimer 

 

The opinions, analysis and forecast in this report only represent the author's 

personal opinions, and do not represent the position of E Fund Management 

Company Limited (hereinafter ‘the Company’), and do not constitute investment 

suggestions for readers. Neither the company nor its related institutions, employees 

or agents shall be liable for any use of the whole or part of the content by any 

person or for any loss arising therefrom. Unless with prior written permission of the 

Company, no institution or individual shall by any means be distributed, copied, 

re-distributed or published the report or any part of this report, or make any 

deletion or modification to the contents of this report contrary to the original 

intention. Investors should be aware that all investments involve risks and should 

make investment decisions carefully.  

 


