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Chinese ADRs - Home is where the heart is 

This week Alibaba announced that it plans to apply for “dual primary” listing on the Hong Kong stock 
exchange in addition to its existing primary listing status on the NYSE. This process has been 
increasingly common among Chinese companies with US ADRs and is a direct response to US 
regulations requiring transparency from international companies. If not a sign that Chinese companies 
are preparing to delist from the US stock market it is clearly a form of insurance. 

Earlier in the year we covered the stalemate between the SEC and the Chinese Securities Regulatory 
Committee. On one side the SEC demanding access to Chinese company’s accounts and on the other 
the CSRC declaring that such access would be a risk to China’s national security. In the middle of this 
ideological conflict are 270 Chinese companies that have until 2023 to comply with SEC requirements 
or face delisting.  

Since July last year, Chinese companies have shown willingness to shoulder the additional regulatory 
burden that comes with dual primary listing (compliance to two sets of regulation rather than just one) 
with two EV auto manufacturers Li Auto and Xpeng leading the way. A recent CLSA webinar on the 
topic covered how little progress has been made in negotiations between the SEC and CSRC. Emphasis 
was given to the political ambitions of SEC chairman Gensler causing him to take an uncompromising 
stance with China. The sheer volume of work facing the SEC suggests it is unlikely to have the 
bandwidth for conciliation before the cut-off in 2023.  

On the other side of the fence the Chinese made some concessions in April by revising regulations 
around disclosing information, but these were little more than a Parthian shot. There are rumours of 
further concessions whereby companies that are deemed non-essential to national security will be 
allowed to disclose information to US regulators. These are, as yet, unsubstantiated.  

It is clear to us that Chinese companies with ADRs recognise that their sojourn in the US may be 
coming to an end and are making the best out of the situation. Companies like Alibaba that, for now, 
only have secondary listing status on the HK stock exchange are cut off from Shenzhen Stock Connect 
that enables mainland Chinese retail investors to buy their stock. With primary listing status in HK, 
Alibaba should become available to retail investors who make up over 70% of the transaction volume 
in Shanghai and Shenzhen. If the doors of liquidity are closed to the Chinese on Wall Street they will 
have gained access to a huge pool of domestic retail liquidity that likes to invest in major Chinese 
household names.  

It is not just companies that have previously listed in the US that are coming home to roost. Chinese 
companies planning to go public are choosing HK or Shanghai for preference rather than the 
unwelcoming environment overseas. So far this year the value of Chinese IPOs is up 7% year on year 
and is double the value of those in the US. From the beginning of April until the end of May (when total 
lockdown was in full swing) there was an IPO posted every day. Investment banks embedded staff in 
the offices of their clients and regulatory officials were camped out in the Stock Exchange for the 
duration, ensuring these deals were completed.  A level of commitment that underlies the intention to 
insure against the ending of the ADR gravy train. By contrast the rest of the world has seen the value 
of IPOs fall by 80% this year as concerns about inflation, a possible recession and the war in Ukraine 
and concurrent supply chain issues have dampened the ardour of businesses to go public. 

https://www.aubreycm.co.uk/insights/chinese-adr-listings-last-years-news/
https://www.aubreycm.co.uk/insights/chinese-adr-listings-last-years-news/
https://www.aubreycm.co.uk/insights/the-easing-of-one-chinese-regulation-a-parthian-shot/
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Performance 

Net Performance (USD)  
as at 30 June 2022   1 Year 3 Years 5 Years 7 Years Inception 

Aubrey Global Emerging Markets Strategy* -30.7%  19.7%  42.6% 54.6% 145.4% 

MSCI TR Net Emerging Markets USD 
(NDUEEGF) -25.3% 1.7% 11.4% 21.2%  23.2% 

*All figures are presented net of fees in USD. MSCI Emerging Markets Index is used for 
comparative purposes only. Investment returns may increase or decrease as a result of currency 
fluctuations. Past performance is no guarantee of future results. Our firm claims compliance with 
GIPS. The performance record disclosed in the table is that of the firm’s composite for the Aubrey 
Global Emerging Markets Strategy. To obtain a GIPS Composite Report, please get in touch. 

Biography 

Mark Martyrossian | Director, Head of Distribution 
Mark has been involved in Asian equities since 1987.  He was based in Hong Kong 
for the 1990s where he spent much of his time working in China. He joined Aubrey 
in 2017 as CEO having known Andrew Dalrymple, one of the founders of the 
business, for over 20 years. He recently handed on this role as CEO to Andrew 
Ward in keeping with the firm’s succession plan in order to concentrate on the 
development of Aubrey’s business.   He is a Director and shareholder of Aubrey. 

Further Reading 

If you would like to read further articles, please select the following link - Aubrey Research 

Global Emerging Markets Factsheet 

If you would like to receive our monthly Global Emerging Markets Manager Report by email, you can 
sign up here - Sign up to Aubrey GEM Monthly Report 

This document has been issued by Aubrey Capital Management Limited which is authorised and 
regulated in the UK by the Financial Conduct Authority and is registered as an Investment Adviser with 
the US Securities & Exchange Commission. You should be aware that the regulatory regime applicable 
in the UK may well be different in your home jurisdiction. This document has been prepared solely for 
the intended recipient for information purposes and is not a solicitation, or an offer to buy or sell any 
security. The information on which the document is based has been obtained from sources that we 
believe to be reliable, and in good faith, but we have not independently verified such information and no 
representation or warranty, express or implied, is made as to their accuracy. All expressions of opinion 
are subject to change without notice. Any comments expressed in this presentation should not be taken 
as a recommendation or advice. Please note that the prices of shares and the income from them can fall 
as well as rise and you may not get back the amount originally invested. This can be as a result of market 
movements and of variations in the exchange rates between currencies. Past performance is not a guide 
to future returns and may not be repeated. Aubrey Capital Management Limited accepts no liability or 
responsibility whatsoever for any consequential loss of any kind arising out of the use of this document 
or any part of its contents. This document does not in any way constitute investment advice or an offer 
or invitation to deal in securities. Recipients should always seek the advice of a qualified investment 
professional before making any investment decisions. 

https://www.aubreycm.co.uk/media-centre/category/research
mailto:scott.robertson@aubreycm.co.uk?subject=Register%20me%20for%20the%20Aubrey%20GEM%20Monthly%20Report%20
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