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Consultation Paper on the Introduction of a Closing Auction Session

We are responding to the invitation to provide comments on the proposals contained in the
Consultation Paper on the Introduction of a Closing Auction Session. We are grateful to the

Exchange for this opportunity.

We welcome the proposal to introduce a closing auction system. We believe that it will help
to address concerns regarding increased volatility at the close of the market and the limited
opportunities for direct participation by market participants in trading at and following the

close.

A closing auction will encourage additional liquidity at the close and higher volume will
reduce price volatility.

Whilst we are in favour of the proposal we advocate the introduction of the random closing
model that is adopted by the London and Australian Stock Exchanges and the Deutsche
Bourse. It provides for a "visible" closing rotation that discloses price and volume levels. This
model is proven and is regarded as fair by market participants. It has witnessed significant
increased participation.

The "visibility" of the random closing model attracts the interest and participation of the
broader market. It is also a key factor in mitigating gaming attempts since market participants
are unaware exactly when the closing is to take place .
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We note the concern with regard to the possible negative impact on system costs in adopting
a random closing auction. However, we believe that these costs should be outweighed by the
positive enhancement to the integrity of the market.

Yours faithfully,
Y Ul lgws

Martin Rogers
Partner, Co-head, Asian Financial Services Regulatory Group
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John Edwards
Professional Director, Financial Services Regulatory Group
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