HEEx Questionnaire on Proposed Changes to Trading Hours

PART 2: QUESTIONS FOR RESPONSE

Please indicate your views by providing comments as appropriate. Where there is
insufficient space, please use additional sheets of paper as necessary.

Section 1: HKEX’s Proposal

Change (A): Advance the morning continuous trading session (CTS) by 0.5 hours. The
morning CTS of the securities and stock futures/options markets will open
at 09:30 and close at 12:00; the index futures/options markets will open at
09:15 and close at 12:00 (i.e. our markets will open at the same time as the
Mainland’s in the morning).

Change (B): Advance the opening times of the afternoon CTS:

Option 1: the afternoon CTS of all markets will open at 13:00 resulting in
a 1-hour Junch break from 12:00¢ to 13:00 {i.e. our markets will
apen at the same time as the Mainland’s in the afternoon); or

Option 2: the afternoon CTS of all markets will open at 13:30 resulting in
a 1.5-hour lunch break from 12:00 to 13:30 (i.e. our markets will
open 0.5 hours later than the Mainland’s in the afternoon).

L. Do yow/your company support Change (A) of the Proposal, i.e. advance the morning
CTS by 0.5 hours?

Yes, due to reason(s) stated below (multiple selection allowed):

[[] Better price discovery

[] Enhanced compatibility with the Mainland
[] Better service to investors

[] Strengthened competitiveness

Other reason(s), please specify:
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(1 No, due to reason(s) stated below (multiple selection allowed):

[] System/operational issues

[] Insufficient time to digest market news before market open
[] Business commitments (e.g. morning briefings)

[T] Longer and earlier working hours

[} Other reason(s), please specify:




HKEx Questionnaire on Proposed Changes to Trading Hours

2. Do youlyour company support Change (B) of the Proposal, i.e. advance the opening
times of the afternoon CTS?

B Yes, due to reason(s) stated below (multiple selection allowed):
[] Better price discovery
[_] Enhanced compatibility with the Mainland
[ 1 Beiter service to investors
[] Strengthened competitiveness

Other reason(s), please specify:
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[] No, due to reason(s) stated below (multiple selection allowed):

[] System/operational issues

[(] Insufficient time to digest market news before market open
[] Business commitments (e.g. lunch meetings with clients)
[] Change of lunch practice

[[] Other reason(s), please specify.;

3. Which of the two options of Change (B) of the Proposal would you prefer:

[] Option 1: the afternoon CTS of all markets will open at 13:00 resulting in a 1-
hour lunch break from [2:00 fo 13:00 (i.e. our markets will open at the same
time as the Mainland’s in the afternoon)

B Option 2: the afternoon CTS of all markets will apen at 13:30 resulting in a
1.5-hour lunch break from 12:00 to 13:30 (i.e. our markets will open 0.3 hours
later than the Mainland’s in the afternoon)

Remarks:

4, (For respondents representing your company’s view)
If Changes (A) and (B) in the Proposal are adopted, does your company need to prepare
for implementation? How much lead time would be required?
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2. Do you/your company support Change (B) of the Proposal, i.e. advance the opening
times of the afternoon CTS?

B Yes, due to reason(s) stated below {maltiple selection allowed):

[] Better price discovery

[] Enhanced compatibility with the Mainland

[] Better service to investors

[ 1 Strengthened competitiveness

Other reason(s), please specify:
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[ No, due to reason(s) stated below (multiple selection allowed):

[] System/operational issues

[] Insufficient time to digest market news before market open

[_] Business commitments (e.g. lunch meetings with clients)

[[] Change of lunch practice

[__] Other reason(s), please specify:

3. Which of the two options of Change (B) of the Proposal would you prefer:

[] Option 1: the afternoon CTS of all markets will open at 13:00 resuiting in a 1-
hour Tunch break from 12:00 to 13:00 (i.e. our markets will open at the same
time as the Mainland’s in the afternoon)

B4 Option 2: the afternoon CTS of all markets will epen at 13:30 resulting in a
1.5-hour lunch break from 12:00 to 13:30 (i.e. our markets will open 0.5 hours
later than the Mainland’s in the afternoon)

Remarks:

4, (For respondents representing your company’s view)

If Changes {A) and (B) in the Proposal are adopted, does your company need to prepare
for implementation? How much lead time would be required?
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Trading Hours Extension Hong Kong

Consultation Questions:

1)
2)
3)

4)

1)

2)
3)

4)

‘What do you think about the two proposed changes and why?

What will be the impacts on your operations?

How much lead time will you require for the implementation of the two proposed
changes?

Are there other comments or areas regarding the proposed extension of trading
hours that you want to raise or discuss?

Although in the short term this may bring a positive boost to liquidity, there is no
evidence that the longer hours would result in sustainable increase in trading
velocity and therefore overall liquidity. While aligning the hours with China is a
sensible goal for the long term, this is likely irrelevant until the stocks are
fungible between all the markets, therefore posing no practical current benefits.
No significant changes expected.

Most likely would need around a month to properly implement the changes and
test.

a. Rather than extend the hours, there are some other viable options that
could be effective tools in increasing liquidity. The speed of the exchange,
due to the throttling on the number of orders that can be sent per second, is
slower than most developed exchanges. Therefore, getting rid of throttling
on the exchange gateways would help both larger and small house firms.

b. Besides the speed of the exchange, the order types are still based on what
was comprised almost a decade ago. There is currently no dark
functionality — perhaps introducing some partially displayed/un-displayed
orders or iceberg order types would help to increase activity in the market.

¢. Furthermore, understandably that there are regulatory issues, HKEx is
currently the only developed market with no closing auction, where we
believe surely there can be some sort of agreement made.



