
 

jkcapitalmanagement.com 

Week of 3rd August 2020 

What’s on our mind this week? 

JK Capital starts trading Chinese bonds through the Bond Connect platform 

On 28th July 2020, JK Capital conducted its inaugural trade on the Chinese Bond Connect 

platform, our first foray into the RMB domestic bond market which opened up a new 

frontier of investment opportunities for our pan-Asia fixed income strategies. Bond 

Connect, a trading and settlement scheme set up as a joint venture between the HK 

Exchange (HKEX) and the Chinese Foreign Exchange Trade System (CFETS) was 

established in 2017. Over the past few years it has enabled a significant increase in 

offshore investor participation in the RMB fixed income market. Indeed, although foreign 

investors have had access to the domestic RMB market for over a decade through various 

quota schemes, the Bond Connect platform has streamlined the trade, clearing and 

settlement process with the elimination of investment limits. As with its predecessor, the 

HK/China ‘Stock Connect’, the result has been a material improvement in investor access 

and therefore liquidity for overseas investors over the past year, a pre-condition for our 

investment. 

With over US$14 trillion of assets outstanding the Chinese domestic bond market size has 

grown dramatically in recent years to become the world’s second largest fixed income 

universe behind the US, but ahead of Japan, the UK and other European countries. Foreign 

participation remains low at 3.5% but has been growing rapidly recently as investors have 

looked for ways to diversify their global portfolios and given its low correlation to other 

global bond markets. The introduction of the quota free Bond Connect, as well as the 

recent introduction of RMB bonds in benchmark global bond indices has further 

accelerated this process while ongoing internationalisation of the RMB will likely 

perpetuate this trend, in our view. Meanwhile as interest rates across the world fall further 

into negative territory, we foresee increased appetite for higher yielding assets. Today the 

10-year RMB government bond yields are 232bps higher than equivalent US Treasuries 

providing an attractive pickup for investors prepared to take FX exposure. 

Our first trade (an investment in a short-dated Government policy bank) reflects a cautious 

approach as we test the RMB market’s liquidity and settlement characteristics. However  
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we remain excited by the prospect of exploring this vast market opportunity. It is also 

worth noting that the Bond Connect so far only permits “northbound” investments, i.e. 

access for offshore investors into the domestic market. However, as with the Stock 

Connect platform, ultimately this will be expanded to allow onshore participants to invest 

in offshore Chinese bonds which should provide an additional positive boost to our 

existing China USD bond holdings. 

—————————————————————————————————— 

JK Capital UNPRI 2020 Transparency and Assessment reports 

JK Capital Management Ltd is a UN PRI signatory since 2017. The PRI Initiative is the 

world’s leading proponent of responsible investment. The initiative acts in the long-terms 

interests of its signatories, of financial markets and economies in which they operate and 

ultimately of the environment and society as a whole. 

As of the end of March 2020, the initiative could rely on more than 3,000 signatories 

across the world. From those, more than 400 were based in Asia-Pacific. In Hong Kong, 

we are part of a pool of 48 signatories. The initiative reached the symbolic threshold of 

US$ 100tr of Assets Under Management through its signatories in March 2020. 

Last week, the PRI disclosed their yearly Assessment to their signatories. The signatories 

are assessed through a yearly report on their responsible investment activities by 

responding to asset-specific modules in the Reporting Framework. 

As a signatory, we aim to use this Assessment report to monitor the quality of our 

responsible investment practices year after year, across asset classes, and to compare our 

Assessment with our peers’ at the local and global level. 

2018 was the first full reporting year since JK Capital became a signatory, thus we filled 

our first PRI report in 2019. This first batch allowed us to identify our strengths and 

weaknesses. We came up with an action plan to improve and reach the best standards as 

possible in terms of Responsible Investment for the 2020 reporting: 
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Below is the summary or our 2020 Score per Module (graded from A+ to E): 

Strategy & Governance:                                           A 

Listed Equity – Incorporation:                                  A 

Listed Equity – Active Ownership:                           B 

Fixed Income – Sovereign and Supra Agencies:      B 

Fixed Income – Corporate Financials:                     B 

Fixed Income – Corporate Non-Financials:               B 

There is still a long way to go, but the improvement of our assessment by the UN PRI this 

year demonstrates our commitment with regards to approaching Responsible Investment 

through strict investment principles. It reinforces our conviction that we are heading 

towards the right direction. We are convinced that such principles will be soon the norm 

at the regional and global levels and are proud to be part of it. 

Today, we are glad to introduce to our readers our 2020 Assessment Report and our Public 

Transparency Report. We would be pleased to share our Private Transparency Report 

upon request. 

More information regarding our Sustainability Investment approach is available on our 

website here. 

To get more information about PRI Assessment, please refer to this link: 

https://www.unpri.org/reporting-and-assessment-resources/about-pri-

assessment/3066.article 

———————————————————————————————————— 

The information contained herein is issued by JK Capital Management Limited. To the best of its knowledge and belief, JK 

Capital Management Limited considers the information contained herein is accurate as at the date of publication. However, 

no warranty is given on the accuracy, adequacy or completeness of the information. Neither JK Capital Management Limited, 

nor its affiliates, directors and employees assumes any liabilities (including any third party liability) in respect of any errors 

or omissions on this report. Under no circumstances should this information or any part of it be copied, reproduced or 

redistributed. 
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