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Dear Sirs,

Re: Responses to the "Exposure Paper: Abolition ¢f Requirement for Main Board
‘ Issuers to Paublish Paid Announcements in Newspapers and Related Matters"
issued in November 2005

1. This memorandum sets out our responses to the "Exposure Paper: Abolition of
Requirement for Main Board Issuers to Publish Paid Announcements in Newspapers
and Related Matters" published by the Exchange in November 2005 (the "Exposure
Paper").

The Exchange's proposal

2. On 20 April 2000, the Exchange issued a market consultation paper proposing to have
all announcements of listed issuers to be published on the internet instead of in the
newspapers. The Exchange then set out in an announcemient on 24 April 2001 a
revised proposal to abolish the requirement to make paid announcement under the
Listing Rules and, in the interiin, require board issuers to provide an electronic copy of
newspaper announcements to the Exchange for dissemination on the Exchanges'

|

website, The Listing Rules were amended in May 2001 to give effect to the proposal,
which remain effective to date.

3. The Exchange now proposes to implement an orderly transition from the current
disclosure requirements to the complete abolition of paid announcements. Under Phase
I of the transition, Main Board issuers will be required to publish a short-form
announcement in newspapers, either as summary announcement or as notification.
Phase 2 will be initiated 9 months after the implementation of Phase 1, where paid
announcements will be completely abolished.

‘ 4. We believe that the existing requirements to publish announcements in newspapers and
‘ on the Exchange’s website are most beneficial for the market as a whole and should be
maintained without modifications for the following reasons,
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The profile of Hong Kong retail investors

Retail participation in the Exchange's equity products

5.

A significant number of retail investors in Hong Kong participate in the Exchange's
equity products. According to the Retail Investor Survey dated 18 January 2005
conducted by the Hong Kong Exchanges and Clearing Limited Research and Planning
(the "Exchange's Survey") (Tab 1), 24.6% of the Hong Kong adult population,
namely 1,360,000 individuals, are retail investors in products traded on the Exchange
in October 2004. If anything, this percentage will have increased and will continue to
increase in the light of the recent major and forthcoming listings, such as the LINK
Reit and major PRC banks. The extent of retail participation in Hong Kong can also
be observed from subscriptions to major [POs. For example, the IPO of MTR
Corporation had 602,500 retail subscribers, while that of Tom Group Limited had
453,200 retail subscribers and that of the LINK Reit had 234,000 retail subscribers
{Tab 2),

According to a separate survey recently commissioned by us to examine the investment
behaviour of retail investors (the "SCMP Survey") (Tab 3), 23.9% of respondents
traded once or more a month, while 27.5% traded once every few months. It can be
seen that the majority of retail investors are frequent traders.

Internet usage

7.

Despite the availability of the Exchange's AMS/3 stock trading system since 2000,
there is still a very significant segment of retail investors in Hong Kong who do not use
the internet for their investment activities.

The SCMP Survey shows that internet accessibility is low among:

(a)  investors who are aged 46 or above (84.2% of those within this age
category indicated that they do not have internet access)

{b)  those with education level of form 4 or below (51.1% of those within this
age category indicated that they do not have internet access).

The Exchange's Survey shows similar patterns as far as online trading is concerned. In
the Exchange's Survey, only 36% of retail stock traders confirmed that they traded
online. Comparing online and non-online stock traders, online stock traders comprise
a larger proportion of males, younger persons, individuals with higher education level,
higher work status and higher monthly personal income. Traders who do not fit into
this profile would therefore tend to trade offline rather than through the internet. This
is confirmed by the statistics from 2002 to 2004, which shows that there is consistently
a Jower participation in online trading compared to offline trading for traders who are
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aged 50 or over, have retired or are homemakers, or whose education level are
primary and lower secondary.

10. It may be usetul to point out that the internet is not at all well used by old people even
in other areas where online services are thriving. One example is online banking. In a
recent meeting of the Legislative Council on 9 November 2005 (please see the extract
of the official record of proceedings, in Chinese, enclosed in Tab 4), Councillor Mr
Albert Chan raised the concern that the reduction of local branches by note-issuing
banks at public housing estates have unfairly prejudiced the old. Though the Secretary
for Financial Services and the Treasury argued that the reduction in branches was made
in response to the growth of internet banking, other Councillors noted that residents

. continued to line up at local branches just before they were closed and old people
appeared to have been prejudiced by the change in the way banking services are
delivered to them,

1l.  Therefore, despite the apparent growth of the internet, it is clear that there are people
who are still not accustomed to the internet and need services to be provided to them in
the traditional way.

Investors' reactions to the use of the internet as the sole means to disseminate
announcements

12.  Investors appear to be content with the current disclosure requirements under which
announcements can be accessed from both the newspapers and the internet. According
to the Exchange's Survey, 76% of stock investors agree that there is good trading
information available in Hong Kong (as opposed to 6% who disagree), and 49% agree

. that there is good disclosure of information by issuers (compared to 20% who disagree).

13.  However, as far as the move towards internet-only dissemination of announcements is
concerned, investors do not appear to welcome the change. In the SCMP Survey, the

respondents have the following views:

(ay 68.2% disagree that amnouncements should be accessed solely on the
internet; whilst only 19.4% agree.  Despite the age differences,
respondents of different age groups consistently disagree that
announcements should be accessed solely on the internet;

(by  65% disagree that it is sufficient for newspapers to provide notifications in
| place of full announcements; whilst 23.7% agree. Again, despite age
differences, respondents of different age groups consistently disagree that it
is sufficient for newspapers to provide notifications in place of full
announcements;
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{c)  as for viewing announcements through the internet, 71.5% indicate that
they would do so, while 27.1% indicate that they would not*. The older
respondents appear to be less inclined to view announcemenis through the
internet compared to the younger respondents; (*Remarks: Taking into
account the 156 missing responses in the subject question, 46.5% indicated
they would view announcement through the internet and 17.5% indicated
that they would not.)

(@)  24.5% admit that they have never used the internet to view announcements;

(ey 34.5% of the respondents consider that newspaper is the most reliable

the internet is the most reliable channel;

. channel to obtain announcements, compared to only 16.5% who think that
() 37.3% say that newspaper is the most convenient channel to obtain
announcements, followed by 35.2% who think that the internet is the most

convenient channe),

(2)  If we examine the responses by age, newspaper is rated as the most reliable
and convenient channel amongst respondents aged 36 or above, whilst the
internet is thought o be the most reliable and convenient by those aged 35
or below.

Inaccessibility and inconvenience

14. Given the profile and habit of Hong Kong's investors as observed from the surveys,
there is still a large segment of retail investors who do not use the internet for their
. Investment activities (i.e. investors aged 46 or above, not working or with lower
education}. It would be unreasonable therefore to expect that the internet would be
effective as the sole means to disseminate information to investors. In particular, the
move towards internet-only dissemination would deny access to critical information
about listed issuers for retail investors who do not have internet access.

‘ 15.  To cater for investors without internet access, the Exchange proposes that each listed

‘ issuer should make available, for inspection, the full announcements during business
hours in its principal place of business in Hong Kong and provide copies of these

| announcemients free of charge. However, the need to travel to an issuer's principal
place of business would cause serious inconvenience to these investors, particularly if
they need to view announcements of different companies. The inconvenience
practically renders the announcements inaccessible despite the proposed measures.

16.  In the circumstances, it is in our view that the proposal would be prejudicial to
investors who lack internet access and would be contrary to Rule 2.03(4) of the Listing
Rules, which stipulates that "The Exchange Listing Rules reflect current acceprable
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standards in the market place and are designed to ensure that... (4) all holders of listed

?

securities are treated fairly and equally .

7. In any event, the major newspapers in circulation, such as the South China Morning
Post, currently offer investors the benefit of obtaming key investment information in a
single place. Along with stock information, data on capital markets, funds and
currency can also be accessed from these newspapers. Therefore, if announcements
were (o be disseminated solely through the Exchange's website, investors would no
longer have the benefit of obtaining key invesiment information from a single source.

International practice and GEM

. 18.  The Exposure Paper describes the abolition of paid announcements as a move towards
international practice.

19.  Other major stock exchanges overseas have rules which require crucial information to
be made to the market in a timely manner. Invariably, the announcement requirements
in these exchanges require dissemination of information in a way that the particular
exchange thinks is most suitable for the investors in the local market. However,
whether a particular mode of dissemination of information is suitable for a given
market depends on the profile of the investors in that local market and a mode that
works for one market may not be suitable to another. Given the significant number of
retail investors in Hong Keng as a proportion of the population and the profile of Hong
Kong's retail investors as observed from the surveys, it is clear that there is a large
segment of the retail investing community whose investment habits for the stock market
do not involve the internet, whether due to the lack of access or otherwise. We are

. therefore of the view that the abolishment of paid newspaper announcements would be
inappropriate and unfair to the Hong Kong market as a whole despite similar
requirements in other exchanges overseas,

20. Given that the number of issuers, and the market capitalisation of these issuers, on the
Main Board far exceed that on GEM (see Tab 5), one would expect the composition of
the issuers to be very different between them. Most certainly there would be a greater
number of investors on the Main Board than on GEM. Any prejudice caused by the
mode of dissemination of information on the Main Board would therefore affect a far
greater number of investors than would on GEM. In the circumstances, it would be

| inappropriate to abolish paid announcements for the Main Board simply by reason that

the practice should be more in line with GEM's at a time when there is a concerted
effort to improve corporate governance among listed companies.
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Cost benefit to issuers

21.  The Exchange argues that the abolition of paid announcements would be beneficial to
issuers. However, from our examnination of the expenditure of listed issuers, the actual
cost of paid announcements in newspapers is miniscule compared to the issuers' overall
operating expenses. For example, thie cost of issuing results announcements in English
and Chinese newspapers for BOC (Hong Kong) Holdings Limited is estimated to be
less than 0.01% of its total operating expenses for the year ending March 2005, while
those for Sinopec is estimated to be 0.144 % of its total operating expenses (see Tab 6).

22, Therefore, despite the claim that the abolition of newspaper announcements would
. benefit issuers, the actual benefit is insignificant compared to the obligation to disclose
vital information to the public. Listed issuers even voluntarily publish announcements
in the newspapers in order to maintain a high level of corporate transparency.
Enclosed in Tab 7 are examples of voluntary announcements made by Hutchison
Whampoa Limited, Cheung Kong (Holdings) Limited and Esprit Holdings Limited.

23.  The cost of making newspaper announcements is also a fraction of the cost involved in
the publishing of Annual Reporis. For example, the annual expenditure in printing
Annual Reports for BOC (Hong Kong) Holdings Limited was estimated to be %6
million for the year ending March 2005, while the cost of results announcements for
the same period was estimated to be approximately $500,000. Therefore, to abolish
the requirement to print newspaper announcements, and not Annual Reports, on the
basis of lowering costs for issuers is unjustified. Moreover, many retail investors in
Hong Kong tend to be short-term traders, whose investment decisions would be
affected more by time-sensitive announcements in newspapers than by the information

. contained in Annual Reports. Accordingly, if the Exchange considers that the printing
of Annual Reports should be maintained despite the costs involved, there is an even
stronger reason to maintain the printing of paid announcements in newspapers, if not

solely for the benefit of short-term traders.

Conclusion

24, Though the current requirements to publish announcements in newspapers and on the
Exchange's website were implemented in 2001, the Exchange has not produced any
data in the Exposure Paper to show that investors prefer electronic announcements over
traditional newspaper announcements or that announcements solely through the internet
would be beneficial to investors. In fact, the Exposure Paper appears to focus
primarily on the purported benefits on issuers, although such benefits are insignificant
in view of the overall expenditure of listed issuers.
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25.  Rule 2.03(4) of the Listing Rules require the Listing Rules to ensure that all holders of
listed securities are treated fairly and equally. As discussed above, the proposal to
abolish paid announcements altogether would not treat all investors fairly and equally
because investors without internet access would be practically denied access to the
announcements. The mechanisim proposed by the Exchange to cater for these investors
is impractical and would be ineffective. In view of the profile of Hong Kong retail
investors, we strongly believe that the current disclosure requirements should remain in
place to maximise access to announcements. The abolishment of newspaper
announcements should not be implemented until it is clear that all investors would be
treated fairly and equally. This is particularly so when investors are content with

current disclosure requirements and do not appear to tavour the new proposal.

26.  If the Exchange maintains the view that the mechanism proposed to cater for investors
without internet access is adequate and proceeds to impiement the proposal, then it is

our view that:

(a) summary announcements, instead of notifications, should be published in
newspapers as an interimn measure. The purpose of the interim measure 18
to assist investors to adjust to the new mode of dissemination through the
internet. A notification merely informs investors that an announcement has
been made and 1s completely devoid of meaningful information. Investors
would therefore be required to have immediate access to the internet upon
implementation of the proposal before rthey are able to obtain any
meaningful information about announcements made by issuers. Such a

measure cannot be considered "transitional” as it does not afford investors
the epportunity to adjust, whether for the purpose of changing their habits
. or obtaining access to the internet.

Some may argue that a summary announcement may be misleading because
it does not contain all the necessary information contained in a full
announcement. However, issuers are obliged not to mislead the public and
there is no reason why they would be more likely to do so with a summary
announcements. If an issuer feels that the particular announcement cannot
be summarised without being misleading, then it should publish the full
announcement.

| (b)  investors do not appear to favour dissemination solely through the internet.
Moreover, many investors do not currently involve the use of the internet
in their investment activities. Sufficient time should therefore be afforded
to them to change their habit and to be educated if necessary. Given the
number of retail participants in the Exchange's equity products, we are of
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the view that 9 months is insufficient for them to adjust. A period of 1%21t0
2 years would be more appropriate.

Yours faithfully,
For and on behalf of
South China Morning Publishers Linited

ﬁta.ﬁw b,

Maria Nancy Valiente
”.“‘ Managing Director

Enc
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EXECUTIVE SUMMARY

The Retail Investor Survey has been conducted periodically since 1989.  The survey findings
provide information on trends and characteristics of retail participation in the HKEx markets.
The Retail Investor Survey 2004 was conducted in October 2004. (Caution is needed in
interpreting the findings on derivatives investors because of their small sample size.)

Retail participation

» 24.6% of the Hong Kong adult population (or 1,360,000 individuals) were retail investors
in stocks and/or derivatives traded on HKEx. 24.4% of the adult population (or 1,354,000
individuals) were stock investors, 17.6% were stock traders (stock investors traded during
the 12 months ending October 2004) and 1.4% (or 80,000 individuals) were derivatives
investors.

s Retail stock participation (24.4%) increased from 17.5% in 2003 and is the highest since
the survey series began.

Investor profile

» The typical Hong Kong retail stock investor is a 42 year-old white-collar worker, with
upper secondary or above education and a monthly personal income of about HK$18,750.

= The typical Hong Kong retail derivatives investor is a 42 year-old white-collar worker with
tertiary or above education and a monthly personal income of about HK$27,500.

Trading pattern

¢ The median number of stock transactions by stock investors during the 12 months ending
October 2004 was 4, the same as in 2003. The average value per stock transaction by
stock investors had a median of HK$30,000. The implied total stock transaction value
during the 12-month period had a median of HK$150,000. In aggregate, the implied
total transaction value from all stock investors in Hong Kong was HK$2,245 billion during
the 12-month period.’

¢ Stock investors who also invested in derivatives tended to trade stocks more frequently,
and had a higher median implied total transaction value during the 12-month period, than
those who only invested in stocks.

e The median number of derivatives transactions by derivatives investors during the
12-month period was 10, up from 5 in 2003. The average number of contracts per
derivatives transaction by derivatives investors had a median of 2. The implied total
contract volume during the 12-month period had a median of 30. In aggregate, the
implied total contract volume from all derivatives investors in Hong Kong was 12 mullion
contracts during the 12-month period.!

Online traders

» 26% of stock investors were online stock traders who had traded stocks via online media
during the 12-month period ending October 2004, either always or sometimes, up from
21% in 2003 and back to a similar level in 2002. Among stock traders only, 36% were
online stock traders, up from 30% in 2003.

Please see section 4 for detailed calculation method.
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[ ]

29% of derivatives investors were online derivatives traders who had traded derivatives via
online media during the 12-month period ending October 2004, either always or sometimes,
up from 26% in 2003 to a similar level in 2002.

Compared to non-online stock traders, online stock traders comprise a larger proportion of
males, younger persons, individuals with higher education level, higher work status and
higher monthly personal income.

Online stock traders tended to trade stocks more frequently than non-online stock traders;
online derivatives traders tended to trade derivatives more frequently than non-online
derivatives traders.

For online stock traders, the median number of stock transactions during the 12-month
period ending October 2004 was 10, the same as in 2003 and 2002. Their average value
per stock transaction had a median of HK$50,000 and their implied total transaction value
during the 12-month period had a median of HK$500,000.

For online derivatives traders, the median number of derivatives transactions during the
12-month period was 12, up from 6 in 2003 and 2002. Their average volume per
derivatives transaction had a median of 5 contracts and their implied total transaction
volume during the 12-month period had a median of 96 contracts.

Perceptions of HKEHnarkeis

Stock investors were generally positive about the following stock market aspects, to a
similar or higher degree than in 2003:

» There was good trading information available (76% agreed vs 6% disagreed).

+ The market was fair and orderly (69% agreed vs 10% disagreed).

+ There were enough good quality listed companies available for investment (67% agreed
vs 10% disagreed).

+ The regulation of stock brokers was effective (59% agreed vs 12% disagreed).

+ The regulation of listed companies was effective (56% agreed vs 18% disagreed).

Stock investors were moderately positive about the following stock market aspects, to a
similar or lesser degree than in 2003:

+ Stock investors were well-protected (50% agreed vs 25% disagreed).
+ Listed companies had good disclosure of information (49% agreed vs 20% disagreed).
+ The regulation of insider trading was effective (40% agreed vs 26% disagreed).

Derivatives investors were mostly positive about the derivatives market aspects:

+ Regulation of HKEx derivatives brokers was effective (58% agreed vs 8% disagreed).

+ The HKEx derivatives market was a fair and orderly market (55% agreed vs 22%
disagreed).

+ There was good trading information available in the HKEx derivatives market (54%
agreed vs 19% disagreed).

+ HKEx derivatives investors were well-protected (52% agreed vs 24% disagreed).

Retail investors were mostly positive about HKEx giving priority to the public interest
(52% agreed vs 18% disagreed).

-2- Research & Planning, HKEx
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1.

2.1

INTRODUCTION

The Retail Investor Survey (RIS) has been conducted periodically since 1989.2 The
2004 survey (RIS2004) was conducted by a market research company on behalf of
HKEX in October 2004,

The objectives of RIS2004 are to assess:

e the incidence of retail participation in HKEx products (including stocks and
derivatives) and the socio-economic profiles of the various retail investor types;

e the trading pattern and incidence of online trading of the various investor types; and

e retail investors’ perception of the various aspects of the HKEx stock and derivatives
markets.

The 2004 survey assessed the average value per stock transaction and the average
contract volume per derivatives transaction for the first time.

It should be noted that the findings on derivatives investors, particularly those relating
to their characteristics, are subject to relatively large error due to the small size of the
sample of derivatives investors in the survey. Therefore, caution is needed in
interpreting the findings on derivatives investors.

RETAIL PARTICIPATION

Types of investor®

In October 2004, 24.6% of the Hong Kong adult population (or 1,360,000 individuals)
were retail investors in stocks and/or derivatives traded on HKEx. 24.4% of the adult
population (or 1,354,000 individuals) were stock investors, 22.8% (1,264,000) were
stockowners and 17.6% (973,000) were stock traders. 1.4% (or 80,000 individuals)
were derivatives investors. Only 2.2% and 2.5% of the Hong Kong adult population
invested in stocks respectively in Mainland China markets and in other overseas
markets and 0.4% in derivatives traded in overseas markets (including Mainland
China).* (Tables ] & 2)

Retail stock participation increased from 17.5% in December 2003 to 24.4% in October
2004, the highest since the survey began. Retail derivatives participation decreased to
1.4% of the Hong Kong adult population from 2.5% in 2003. (Figures | & 2)

Before 2000, it was conducted by the Stock Exchange of Hong Kong, now a wholly-owned subsidiary of

HKEx.

Please see Glossary for definitions.

“Invested” in an instrument means holding the instrument at the time of interview or had traded it in the 12

months preceding the interview,

-3. Research & Planning, HKEx
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Projected number of stockowners /

Table1l.  Types of investor
Projected number of Percentage of Hong Kong
individuals adult population
('000) (%)
Retail investors L3640 24.6
Stock investors 1,354 24.4
Stockowners 1,264 228
Stock traders 973 17.6
Derivatives investors 80 1.4
Non-investors 4,180 754
Total 5,540 100.0
Table 2.  Investment in securities products*
Percentage of Hong Kong
adult population (%)
Stocks or derivatives traded on HKEx 24.6
Stocks traded on Mainland China markets 2.2
Stocks traded on other overseas markets (excluding Mainland China) 25
Derivative products traded on overseas markets (including Mainland 0.4

stock investors {'000)

China)

Figure 1,

*  Held at the time of interview or had traded in the 12 monihs preceding the inferview.

Trend of stockowners and stock investors

B

1989
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1994

1997

Percentage of adult population as
stockowners / stock investors

- 0%
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g5 Projected number of stockowners
== Percentage of adult population as stockowners

B Projected number of stock investors
—@—Percentage of adult population as stock investors
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Figure 2. Trend of derivatives investors
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2.2 Types of stock investor

Among stock investors, 5% also invested in derivatives traded on HKEx (referred to as
stock-and-derivatives investors), down from 14% in 2003 and 16% in 2002. The
remaining 95% invested only in stocks (referred to as stock-only investors).

The proportion of stock investors that had traded stocks in the 12 months ending
October 2004 (referred to as stock traders) was 72%, similar to the 70% in 2003 but
higher than the 60% in 2002. The rest of the stock investors (referred to as non-trading
stock investors) held stocks without trading them during the period.

Table 3.  Types of stock investor (2002 — 2004)

As percentage of stock investors (%)
Dec 02 Dec 03 Oct 04
. By product invested
Stock-only investors 84.5 86.0 94.6
Stock-and-derivatives investors 15.5 14.0 54
By trading status
Stock traders 60.2 70.4 719
Non-trading stock investors 39.8 29.6 28.1
All stock investors 100.0 100.0 100.0
-5- Research & Planning, HKEx
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Types of derivatives investor

Among derivatives investors, 93% also invested in stocks, down from 98% in 2003.
The remaining 7% invested only in derivatives (referred to as derivatives-only
investors), up from 2% in 2003. It should be noted that, due to the small size of the
sample of derivatives investors, the statistics would be subject to relatively large error.

By the nature of derivatives on HKEx which generally have a maturity of less than 12
months, all derivatives investors had traded derivatives during the 12 months preceding
the interview.

Tabled4.  Types of derivatives investor (2002 - 2004)
As percentage of derivatives investors (%)
Dec 02 Dec03 | Oct 04
Derivatives-only investors 12.6 1.9 7.4
Stock-and-derivatives investors 87.4 98.1 92.6
All derivatives investors 100.0 100.0 160.0

INVESTOR PROFILE
Stock investors

The typical Hong Kong retail stock investor is a 42 year-old white-collar worker, with
upper secondary or above education and a monthly personal income of about
HK$18,750.

The majority of stock investors were males (59%), similar to 60% in 2003 and 2002,
The proportion of stock investors with tertiary or above education decreased to 38%
from 43% in 2003 but was still higher than the proportion during 1999 and 2002 (28% -
35%). The composition of stock investors by occupation was similar in the past 5
years, with over half being managers/administrators/professionals (23% - 25%) or
white-collar workers (27% - 28%). Notably, a significant proportion of stock investors
(25% or above) throughout the past six years were not engaged in full-time or part-time
employment, including students, homemakers, retirees and unemployed persons. In
2004, the median monthly personal income among those employed was HK$18,750, the
same as in 2003.  (Figure 3)

Compared with non-investors, stock investors comprise a larger proportion of
individuals who: (Table 5)

¢ were males (59% vs 44% for non-investors);
s aged 30 - 49 (60% vs 41% for non-investors);

e had a higher education level (38% with tertiary or above education vs 20% for
non-investors);

* had a higher work status (23% being managers/administrators/professionals vs 7%
for non-investors);

e had a higher personal income (a median of HK$18,750 vs HKE§11,250 for
non-investors).
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Derivatives investors

The typical Hong Kong retail derivatives investor is a 42 year-old white-collar worker
with tertiary or above education and a monthly personal income of about HK$27,500.

The majority of derivatives investors were males (62%)}, a similar level to the previous 2
years (63% in 2002 and 59% in 2003). The proportion of derivatives investors with
tertiary or above education increased over the past 3 years from 35% in 2001 to 61% in
2004. The proportion being managers/administrators/professionals also increased over
the period from 28% in 2001 to 41% in 2004. The median monthly personal income
among those employed increased to HK$27,500 from HK$22,500 in each year during
2001 to 2003. (Figure 3)

Compared with stock investors, derivatives investors comprise a larger proportion of
individuals who:  (Table 5)

s aged 20 — 29 (19% vs 11% for stock investors), but a lower proportion of individuals
aged 60 or above (1% vs 11% for stock investors);

¢ had a higher education level (61% with tertiary or above education vs 38% for stock
investors);

s had a higher work status (41% being managers/administrators/professionals vs 23%
for stock investors);

¢ had a higher personal income (a median of HK$27,500 vs HK$18,750 for stock
investors).

(Note that the findings on derivatives investors are subject to relatively large error due
to the small size of the sample of derivatives investors.)
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Figure 3.

Investor profile over the years
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Table 5. Profiles of different investor types (2004)

o Adult Stock Stock | Derivatives Non-
(%) population | investors | traders investors | investors
Sex

Male 474 587 58.5 61.7 43.7
Female 526 41.3 41.5 383 56.3
Age
18-19 32 0.4 0.6 0.0 4.1
20-29 16.8 10.6 10.3 19.5 18.7
30-39 219 259 28.0 28.0 20.6
40-49 24.1 341 33.6 352 209
50-59 15.2 18.3 17.8 159 14.3
60 or over 18.9 10.8 9.7 1.4 21.5
Median 42 42 42 42 42
Education level
Neo schooling / kindergarten 7.9 1.1 1.1 0.0 10.1
Primary 164 8.2 8.4 5.0 19.1
Lower secondary 16.1 15.5 15.4 6.4 16.3
Upper secondary 29.2 3098 29.7 236 28.6
Matriculation 58 6.1 59 39 5.7
Tertiary or above 24.2 38.1 394 61.1 19.7
Refusals 0.5 0.1 02 0.0 0.6
Occupation
Managers / administrators / professionals 10.5 22.7 23.6 41.0 6.5
White collar 18.0 276 278 321 16.1
Blue collar 214 19.6 18.0 12.3 22.1
Homemakers 19.2 12.5 134 4.9 214
Retirees 17.0 10,9 10.0 3.0 19.0
Students 4.3 0.7 0.9 0.0 55
Unemployed petsons 6.0 2.7 3.1 33 7.0
Others 03 0.3 04 0.0 0.3
Refusals 23 3.0 2.9 34 2.1
Median monthly personal income (HK$)* 11,250 18,750 18,750 27,500 11,250
Median monthly household income (HK$) 16,250 27.500 35,000 55,000 13,750

* Among those who were engaged in full-time or part-time employment,

Note: Numbers may not add up to 100% due to rounding.
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4, TRADING PATTERN
The survey assessed the trading pattern of stock investors and derivatives investors in
the 12 months ending October 2004.
4.1 Trading pattern of stock investors
The median number of stock transactions by stock investors was 4, the same as in 2003
and higher than the 2 to 3 in 1999 to 2002, but still much lower than the 10 in 1997.
The proportion of stock investors who had not traded during the period (i.e. holding
stocks only) was 28%, similar to the 30% in 2003, but down from 40% in 2002. The
proportion of stock investors doing more than 10 transactions in 2004 was 26%, similar
to the 28% in 2003 but higher than the 22% in 2001 and 2002. Among those who
traded stocks (stock traders), the median number of stock transactions in 2004 was 8,
slightly down from the 9 in 2003 and 10 in 2002.
Figure 4. Number of stock transactions by stock investors in the past 12 months
(1994 - 2004)
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Stock-and-derivatives investors tended to trade more frequently than stock-only
investors — they had a higher median number of stock transactions (24 vs 4 for
stock-only investors) and a larger proportion making more than 10 transactions in the
12-month period (64% vs 24% for stock-only investors).

Figure 5. Number of stock transactions in the past 12 months
by stock investor type (2004)
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The average value per stock transaction by stock investors had a median of
HK$30,000.° 7% of stock investors had an average stock transaction value of more
than HK$100,000. Among all stock investors (i.c. including those who did not trade),
the average value per stock transaction by stock-and-derivatives investors had a median
of HK$50,000, higher than the HK$30,000 for stock-only investors.

If those who had not traded for the period were excluded, the average value per stock
transaction by stock traders had a median of HK$50,000; 10% of them had an average
value per stock transaction of more than HK$100,000.

Among stock traders only, the average value per stock transaction by
stock-and-derivatives stock traders had the same median of HK$50,000 as stock-only
stock traders. However, a much larger proportion of stock-and-derivatives stock
traders had an average stock transaction value more than HK$100,000 than that for
stock-only stock traders (23% vs 9% for stock-only stock traders).

Figure 6. Average value per stock transaction in the past 12 months
by stock investor type (2004)
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100% 3% 4% 4% 2% 1
1% : " - ]
~ 23%. ORefusals
80% -4— : -
OMore than
HK$100,000
60% | B HK$50,001 -
HEK$100,000
W HK$20,001 -
40% - HK$50,000
W HK$20,000 or
less
20% W Nil
0% - : :
All stock investors Allstock traders Stock-only Stock-and-derivatives
stock traders stock traders
Notes:

1. Numbers may not add up to 100% due to rounding,
2. Excluding outliers.

5 In Retail Investor Survey 2001, the usual value per stock transaction was assessed and a median aof

HK$30,000 was obtained as the usual transaction value among retail stock investors. Since the question
asked in 2004 was somewhat different, direct comparison between the two years’ findings on transaction
value is not possible.
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The implied total transaction value in the 12-month period was calculated by
multiplying each respondent’s number of stock transactions by his/her average value per
stock transaction.

Stock investors had a median implied total transaction value of HK$150,000 in the
12-month period. Among all stock investors (i.e. excluding those who did not trade),
stock-and-derivatives investors had a median implied total transaction value of HK$1
million, 8 times as much the HK$120,000 for stock-only investors.

Among stock traders only, stock-and-derivatives stock traders had a median implied
total transaction value of HK$1.2 million, 4 times as the HK$300,000 for stock-only
traders.

In aggregate, the implied total transaction value from all stock investors in Hong Kong
was HK$2,245 billion during the 12-month period’. Although stock-and-derivatives
investors only accounted for 5.4% of all stock investors, they contributed 32% of the
total implied transaction value made by all stock investors.

Figure 7. Implied total transaction value in the past 12 months
by stock investor type (2004)
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5 o p , .
Since a respondent s answers on the number of stock transactions and the average value per transaction were

based on histher own estimate only, the calculated implied total transaction value during the period may
deviate from the actual total transaction value.

The implied total transaction value from all stock investors in the Hong Kong adult population is a projected

figure based on the implied transaction values of respondents (excluding owtliers) in the survey and the
projected number of stock investors in the population.  The figure was two-sided, i.e. both buy and sell sides
Jor a transaction were counted.
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Stock investors who traded more frequently tended to have a larger average value per
stock transaction and a larger implied total transaction valuve in the 12-month period.

The average value per stock transaction of medium- and high-frequency stock traders
(who respectively traded 5 — 10 times and more than 10 times in the 12-month period)
had a median of HK$50,000, higher than the HK$40,000 for low-frequency stock
traders (who traded 1 - 4 times in the period). Notably, one-third of low-frequency
stock traders had an average transaction value of HK$20,000 or less, compared to only
14% for high-frequency stock traders.

High-frequency stock traders had a median implied total transaction value of HK$1.5
million during the period, more than the medium- and low-frequency stock traders who
respectively had a median implied total transaction value of HK$350,000 and
HK$90,000. Nearly 60% of low-frequency stock traders had an implied total
transaction value of HK$100,000 or less, compared to only 2% of high-frequency stock
traders.

High-frequency stock traders were the major contributors to the aggregate turnover
value by all stock investors (92%), although they accounted for only 26% of ail stock
investors.

Table 6.  Trading pattern of stock investors by trading frequency (2004)

Trading frequency
All stock Low | Medium High
traders 1-4 G-10 >10
In the past 12 months ending Octaber 2004 times) times) times)
As % of all stock investors 71.9% 26.1% 19.5% 26.3%
Average value per stock transaction
< HK$20,000 21.3% 33.0% 17.0% 14.0%
> HK$100,000 10.2% 10.0% 8.4% 11.8%
Median* ("000) 50 40 50 50
Implied total stock transaction value
< HK$100,000 24.4% 58.5% 9.6% 1.6%
> HK$1,000,000 18.2% 0.8% 8.4% 62.0%
Median* (000) 350 90 350 1,500
Aggregate implied total stock fransaction
value by all stock investors
Aggregate value* (HKS bil, 2-sided) 2,245 34 138 2,053
As % of total by all stock investors 100% 2% 6% 92%
* Excluding outliers.
-14- Research & Planning, HKEx

18 January 2005



0 Retail Investor Survey 2004

4.2 Trading pattern of derivatives investors

Derivatives investors did a median of 10 derivatives transactions during the 12-month
period, up from a median of 5 in 2003.  The proportion of derivatives investors having
more than 10 transactions during the 12-month period was 40%, much higher than the
24% in 2003.

The average number of contracts per transaction by derivatives investors had a median
! of 2; and the implied total contract volume during the 12-month period had a median of
\ 30°. In aggregate, the implied total contract volume from all derwatlves investors in
Hong Kong was 12 million contracts during the 12-month perlod

Figure 8. Number of derivatives transactions in the past 12 months (2003 — 2004)
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Note: Numbers may not add up to 100% due to rounding.

8 The implied total contract volume during the 12-month period was calculated by multiplying each

‘ respondent’s number of derivatives transactions by histher average number of contracis per derivatives
transaction. Since a respondent’s answers on the number of derivatives transactions and the average

‘ volume per transaction were based on his/her own estimate only, the calculated implied total contract volume
during the period may deviate from the actual total contract volume.

The implied total contract volume from all derivatives investors in the Hong Kong adult population is a
projected figure based on the implied transaction volumes of respondents {excluding outliers) in the survey
and the projected number of derivatives investors in the population.  The figure was two-sided, i.e. both buy
and sell sides for a transaction were counted.
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Figure 9. Average contract volume per transaction by derivatives investors
in the past 12 meonths (2004)
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Figure 10. Implied total contract volume by derivatives investors
in the past 12 months (2004)
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5.

5.1

ONLINE TRADERS
Incidence and proportion of online stock traders and online derivatives traders

Among stock investors, 26% had traded stocks via ¢lectronic media such as the Internet
in the past 12 months ending October 2004, either always or sometimes (referred to as
online stock traders). The proportion was up from 21% in 2003, back to a similar level
of 27% in 2002. These online stock traders made up 36% of stock traders, up from
30% in 2003 but still less than 44% in 2002. (Figure 11)

Compared to stock-only investors, a larger proportion of stock-and-derivatives investors
were online stock traders (47% vs 25%). (Figure 12)

Of the online stock traders, 78% relied mainly on online media to trade — 65% traded
online all the time and 13% traded online most of the time — down from 81% in 2003
and similar to the 77% in 2002. However, in 2004, a larger proportion of online stock
traders traded online all the time (65%, up from 55% in 2003 and 60% in 2002).
(Figure [3)

Figure 11.  Trend of online stock traders {2000 - 2004)
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Figure 12. Proportion of different stock investor types as online stock traders (2004)
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Figure 13. Usage of online stock trading among online stock traders (2001 — 2004)
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Among derivatives investors, 29% had traded derivatives via onlinc media in the 12
months ending October 2004, either always or sometimes (referred to as online
derivatives traders), up from 26% in 2003 to a similar level in 2002. (Figure 14)

Of the online derivatives traders, 66% relied heavily on online media to trade — 60%
traded online all the time and 6% traded online most of the time — down from 77% in
2002. However, in 2004, a larger proportion of online derivatives traders traded online
all the time (60%, up from 55% in 2003). (Figure 15)

It should be noted that the findings on derivatives investors are subject to relatively

large error due to the small size of the sample of derivatives investors in the survey.
Therefore, caution is needed in interpreting the findings on derivatives investors.

Figure 14. Trend of derivatives investors as online derivatives traders (2002 - 2004)
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5.2 Profile of online stock traders

The typical online stock trader is a 37 year-old manager/administrator/professional or
white-collar worker, with tertiary or above education and a monthly personal income of
HK$22,500.

In 2004, 65% of online stock traders were males, a similarly high level as in 2003 and
2002. The proportion of online stock traders with tertiary or above education was 57%,
similar to 58% in 2003 but up from 45% in 2002. The distribution of online stock
traders by occupation in 2004 was similar to that in 2003 — the largest group were
managers/administrators/professionals (36% in 2004 vs 34% in 2003) and white collar
workers (32% in 2004 vs 34% in 2003). The median monthly personal income was
HK$22,500 in 2004, the same as in 2003 and 2002.

Compared to non-online stock traders, online stock traders comprise a larger proportion
of males (65% vs 55% for non-online stock traders), younger persons (a median age of
37 vs 47 for non-online stock traders), individuals with higher education level (57%
with tertiary or above education vs 30% for non-online stock traders), higher work
status (36% being managers/administrators/professionals vs 16% for non-online stock
traders) and higher monthly personal income (HHK$22,500 vs HK$16,250 for non-online
stock traders).

Note: The sample obtained on online derivatives traders was too small to produce
inferential statistics on their profile.
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Table 7. Profiles of online and non-online stock traders (2004)

Non-
e e
traders
Dec 02 Dec 03 Oct 04
Sex
Male 587 58.5 551 61.1 68.0 64.6
Fetnale 413 41.5 449 389 32.0 354
Age
18- 19 0.4 0.6 0.9 1.9 - -
20--29 10.6 10.3 8.2 11.9 13.4 13.9
30-39 259 28.0 213 43.1 477 40.1
40~ 49 | 34.1 33.6 329 311 19.0 34.9
50 --59 18.3 17.8 233 6.6 14.6 8.0
60 or over 10.8 9.7 13.4 33 5.4 31
Median 42 42 47 37 37 37
Education level
No schooling / kindergarten 1.1 1.1 1.7 - - -
Primary 8.2 8.4 11.1 4.7 2.7 34
Lower secondary 15.5 15.4 18.1 93 12.2 10.6
Upper secondary 30.9 29.7 33.0 33.0 21.5 23.8
Matriculation 6.1 59 6.1 7.7 5.5 5.5
Tertiary or above 38.1 394 29.8 452 58.0 56.7
Refusals 0.1 0.2 0.2 - - -
Occupation
Managers / administrators / 227 23.6 16.4 339 335 36.4
professionals
White collar 276 27.8 25.6 25.6 335 318
Blue collar 19.6 18.0 217 16.2 12.3 11.3
Homemakers 12,5 13.4 [5.9 i2.3 8.4 8.8
Retirees 10.9 10.0 13.0 5.5 6.7 4.5
Students 0.7 0.9 1.2 2.7 - 0.4
Unemployed persons 2.7 3.1 3.8 28 28 1.7
Others 0.3 04 04 - - 0.4
Refusals 3.0 29 19 0.9 2.8 47
Median monthly personal 18,750 18,750 16,250 22,500 22,500 22,500
income (HKS) *
Median monthly househeld 27,500 35,000 27,500 35,000 35,000 35,000
income (HK$)

* Among those who were engaged in full-time or part-time employment.
Note: Numbers may not add up to [00% due o rounding.
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5.3 Trading pattern of online stock traders

The median number of stock transactions by online stock traders during the 12-month
period ending October 2004 was 10, the same as in 2003 and 2002.  The proportion of
online stock traders with more than 10 transactions increased from 39% in 2003 to 46%
in 2004. Compared with non-online stock traders, online stock traders tended to trade
more frequently (a median of 10 stock transactions vs 6 for non-online stock traders).

Figure 16. Number of stock transactions in the past 12 months
by online stock traders (2002 — 2004)
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The average value per stock transaction by online stock traders had a median of
HK$50,000 in 2004, the same as that by non-online stock traders.
non-online stock traders had a similar pattern of distribution by average value per stock

{ransaction.

In fact, online and

Figure 17. Average value per stock transactions in the past 12 months
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Overall, compared to non-online stock traders, online stock traders tended to trade more
frequently with similar average value per stock transaction, making a higher implied
total stock transaction value during the 12-month period.

The implied total transaction value in the 12-month period by online stock traders had a
median of HK$500,000, higher than the HK$300,000 by non-online stock traders.
319% of online stock traders had an implied total transaction value of over HK$1 million
during the period, more than the 22% for non-online stock traders.

In aggregate, the implicd total transaction value from all online stock traders in Hong
Kong was HK$874 billion during the 12-month period, representing 39% of the total
transaction vatue by all stock investors. (It should be noted that online stock traders
may not do all stock transactions online. The figures do not represent the aggregate
online stock transaction value during the period.)

Figure 18. Tmplied total transaction value in the past 12 months
by online and non-online stock traders (2004)
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5.4 Trading pattern of online derivatives traders

Online derivatives traders tended to trade more frequently than non-online derivatives
traders.

Online derivatives traders did a median of 12 derivatives transactions during the
12-month period ending October 2004, up from 6 in 2003 and 2002 and higher than the
6 transactions for non-online derivatives traders. 60% of online derivatives traders did
more than 10 derivatives transactions during the period, compared to just 32% for
non-online derivatives traders.

Figure 19. Number of derivatives transaction in the past 12 months
by online and non-online derivatives traders (2002 — 2004)
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Online derivatives traders tended to have a larger average deal size than non-online
derivatives traders.

The average volume per derivatives transaction by online derivatives traders during the
12-month period had a median of 5 contracts, compared to 2 for non-online derivatives
traders. 24% of online derivatives traders had an average deal size of more than 10
contracts, double the 12% for non-online derivatives traders.

Figure 20. Average contract volume per derivatives transaction in the past 12 months
by online and non-online derivatives traders (2004)
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The implied transaction volume by online derivatives traders in the 12-month period
had a median of 96 contracts, compared to 20 for non-online derivatives traders. 40%
of online derivatives traders had a transaction volume of over 100 contracts during the
period, doubled the 20% for non-online derivatives traders.

In aggregate, the implied total contract volume from all online derivatives traders was 6
million during the 12-month period, representing 52% of the total transaction volume
(It should be noted that online derivatives traders
The figures do not represent the
aggregate online derivatives contract volume during the period.)

made by all derivatives investors.
may not do all derivatives transactions online.

Figure 21. Implied total contract volume by online and non-online derivatives traders
in the past 12 months (2004)
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6. PERCEPTIONS OF HKEX MARKETS

6.1 Perceptions of the stock market

Stock investors’ perceptions in eight aspects of the stock market were assessed. The
satisfaction level improved from 2003 for most aspects. Below are the detailed
findings.

Stock investors were generally positive about the following aspects, to a similar or
| higher degree than in 2003:

There was good trading information available (76% agreed vs 6% disagreed); the
satisfaction level was higher than in 2003 (70% agreed, 4% disagreed).

The market was fair and orderly (69% agreed vs 10% disagreed); the satisfaction
level was similar to that in 2003 (66% agreed, 6% disagreed).

There were enough good quality listed companies available for investment (67%
agreed vs 10% disagreed); the satisfaction level was higher than in 2003 (44% agreed,
15% disagreed).

The regulation of stock brokers was effective (59% agreed vs 12% disagreed); the
satisfaction level was higher than in 2003 (50% agreed, 12% disagreed);

The regulation of listed companies was effective (56% agreed vs 18% disagreed); the
satisfaction level was higher than in 2003 (50% agreed, 16% disagreed).

Stock investors were moderately positive about the following aspects, to a similar or
lesser degree than in 2003:

Stock investors were well-protected (50% agreed vs 25% disagreed); less positive
than in 2003 (50% agreed, 16% disagreed).

Listed companies had good disclosure of information (49% agreed vs 20%
disagreed); less positive than in 2003 (63% agreed, 10% disagreed).

The regulation of insider trading was effective (40% agreed vs 26% disagreed);
similar to that in 2003 (37% agreed, 24% disagreed).
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Figure 22. Perceptions of the Hong Keng stock market (2003 and 2004)
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Comparison between frequent and non-frequent stock traders

The perceptions among investors with different trading frequency were compared to sec
if they had different perceptions. ~ Stock investors who traded more than 10 times in the
12-month period were regarded as frequent traders; those who traded 1 — 10 times were
regarded as non-frequent traders; and those who had not traded but only held stocks
were regarded as non-trading stock investors. Figure 23 presents their respective
perceptions of the stock market.

Frequent traders had a higher degree of satisfaction or a lower degree of dissatisfaction
than non-frequent traders and non-trading stock investors on:

 enough good quality of listed companies available for investment;
o effective stock broker regulation.

Frequent traders had a lower degree of satisfaction than non-frequent traders and
non-trading stock investors on:

e trading information available in the Hong Kong stock market;
» Hong Kong stock market being a fair and orderly market;

o cffective regulation of listed companies;

e stock investors being well-protected;

e good disclosure of information by listed companies.

Stock traders of all three types of trading frequency had a similarly low degree of
satisfaction on “effective regulation of insider trading”.
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Figure 23. Comparison of perceptions of the Hong Kong stock market between frequent,
non-frequent stock traders and non-trading stock investors* (2004)
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6.2 Perceptions of the derivatives market

The majority of derivatives investors agreed that regulation of HKEx derivatives
brokers was effective (58% agreed vs 8% disagreed), the HKEx derivatives market was
a fair and orderly market (55% agreed vs 22% disagreed), there was good trading
information available in the HKEx derivatives market (54% agreed vs 19% disagreed)
and HKEx derivatives investors were well-protected (52% agreed vs 24% disagreed).

Compared to the 2003 survey findings, derivatives investors had a higher degree of
satisfaction on the effective regulation of HKEx derivatives brokers, but a lower degree
of satisfaction and/or a higher degree of dissatisfaction on market fairness and
orderliness, good trading information availability and investor protection.

Caution is needed in interpreting these findings because of the small size of the sample
of derivatives investors.

Figure 24. Perceptions of the HKEx derivatives market (2003 and 2004)
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6.3 Perceptions of the stock market compared to perceptions of the derivatives market

Stock investors were more positive than derivatives investors on the trading information
available in the respective markets (76% positive and 6% negative for the stock market
vs 54% positive and 19% negative for the derivatives market) and fairness and
orderliness of the market (69% positive and 10% negative for the stock market vs 55%
positive and 22% negative for the derivatives market). Perceptions of stock investors
and derivatives investors were similarly positive on the effectiveness of the regulation
of brokers (59% positive and 12% negative for the stock market vs 58% positive and
8% negative for the derivatives market) and moderately positive on investor protection
(50% positive and 25% negative for the stock market vs 52% positive and 24% negative
for the derivatives market).

Caution is needed in interpreting these findings because of the small size of the sample
of derivatives investars.

Figure 25. Perceptions of the Hong Kong stock market by stock investors and
of the derivatives market by derivatives investors (2004)
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6.4 Perceptions of HKEx giving priority to the public interest

Among all retail investors, 52% agreed that HKEx gave priority to the public interest
(vs 18% disagreed), a higher satisfaction level than in 2003 (44% agreed vs 18%
disagreed).

In 2004, stock investors were more positive than derivatives investors on the priority
given to the public interest by HKEx (53% positive and 18% negative for stock
investors vs 42% positive and 26% negative for derivatives investors).

Figure 26. Perceptions of HKEx giving priority to the public interest (2003 and 2004)
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GLOSSARY

Stocks:

Derivatives:
Stockowner:

Stock trader:
Non-trading stock investor:

Stock investor:

Derivatives investor:

Retail investor:

Online stock trader:

Non-~online stock trader:
Online derivatives trader:

Non-online derivatives trader:

Norn-investor:

Shares, warrants and Exchange Traded Funds (ETFs)
listed or traded on HKEX.

Futures and options traded on HKEx.

An individual who was holding stocks at the time of the
interview.

An individual who had traded stocks in the past 12 months
preceding the interview.

A stockowner who had not traded stocks in the past 12
months preceding the interview.

An individual who was holding stocks at the time of
interview or had traded stocks in the past 12 months
preceding the interview. (That is, the individual is a
stockowner and/or a stock trader.)

An individual who was holding derivatives at the time of
the interview or had traded derivatives in the past 12
months preceding the interview.

An individual who is a stock investor and/or a derivatives
investor.

A stock trader who had traded stocks in the past 12 months
preceding the interview through electronic media such as
the Internet, cither always or sometimes.

A stock trader who is not an online stock trader.

A derivatives investor who had traded derivatives in the
past 12 months preceding the interview through electronic
media such as the Internet, either always or sometimes.

A derivatives investor who is not an online derivatives
trader.

An individual who is neither a stock investor nor a
derivatives investor.
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APPENDIX 1. SURVEY METHODOLOGY

1)

@)

&)

Methodology

The survey fieldwork was conducted in October 2004, A random sampling process
was adopted to select individuals aged 18 or above in the Hong Kong population.
Selected individuals were interviewed through telephone in accordance with a
structured questionnaire. The survey was conducted in two stages of random sampling.
The first stage was to find out the incidence of retail stock participation among the adult
population. In this stage, 2,023 individuals were interviewed, of which 491 were stock
investors and 30 were derivatives investors. The second stage was to interview an
additional sample of stock investors to boost the sample size of stock investors to over
1,000, thereby providing more reliable analysis results on this investor type. In this
stage, 512 additional stock investors were interviewed; among them, 26 were also
derivatives investors. In total, 2,535 individuals were interviewed, of which 1,003
were stock investors and 56 were derivatives investors.

Limitations

 Since the survey findings are projected figures/estimates concerning the whole Hong
Kong adult population, they are subject to sampling error.  For stock investors, the
sample size is regarded as large enough to produce survey findings with acceptable
levels of precision. For derivatives investors, in respect of whom the number in the
sample was much smaller, the findings are subject to bigger possible error.

» Some responses were perceptions or estimates of respondents that might deviate
from the truth, such as frequency of trading.

¢ Respondents might intentionally not tell the truth on sensitive questions such as
income level.

Comparability with past surveys

Since the 200} survey, the definition of “Hong Kong stocks” includes shares, warrants
and Exchange Traded Funds (ETFs). In prior surveys, it referred to shares, warrants
and stock options, these being SEHK’s products at that time. Nevertheless, the
proportion of stock investors who invested exclusively in stock options but not shares
was negligible. The incidence of retail stock investment should be comparable.

The definition of “adults” in surveys before 1997 referred to individuals aged 21 or
above. Since 1997, the definition was revised to individuals aged 18 or above,

Minor amendments were made to the definition of online stock traders in the past
surveys. In the 2000 survey, online traders were stock investors who had placed orders
via Internet in the past 12 months preceding the interview. In 2001 survey, online
traders were stock investors who had traded stocks through electronic media such as the
Internet and mobile phone, either always or sometimes. Since 2002, this definition
was confined to trading in the past 12 months preceding the interview. Such
amendment of the definition is expected to have little material impact on the
comparability of the findings.
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APPENDIX 2. RESPONDED SAMPLE BY INVESTOR TYPE
Investor type Number in responded sample’”
Retail investors 1,005
Stock investors 1,003
Stockowners 936
Stock-only investors 949
Stock-and-derivatives investors 54
Stock traders 721
Online stock traders 254
Derjvatives investors 56
Derivatives-only investors 2
Stock-and-derivatives investors 54
Derivatives traders 56
Online derivatives traders 17
Non-investors 1,530
Total sample 2,535
APPENDIX 3. PRECISION OF SURVEY FINDINGS
Table A.  Relative errors of the proportion of the various investor types

95% confidence

. . 11
Envestor type Proportion Relative error interval
Among adult population
Stock investors 24.4% 3.5% 22.8% - 26.1%
Stockowners 22.8% 3.7% 21.2% -~ 24.4%
Stock-only investers 23.1% 3.6% 21.5% - 24.8%
Stock-and-derivatives investors 1.3% 17.1% 0.9% - 1.8%
Stock traders 17.6% 4.3% 16.1% - 16.1%
Derivatives investors 1.4% 16.5% 1.0% - 1.9%
Among stock / derivatives investors
Online stock traders 25.7% 5.43% 23.0% - 284%
Online derivatives traders 29.3% 20.8% 17.4% - 41.2%

Table B.  Relative errors of the projected number of the various investor types

Estimated . 10 95% confidence

Investor type population (000) Relative error interval C000)
Stock investors 1,354 3.5% 1,261 - 1,447
Stockowners 1,264 3.7% 1,173 -1,354
Stock-only investors 1,280 3.6% 1,189 - 1,371
Stock-and-derivatives investors 74 17.1% 49 - 98
Stock traders 973 4.3% 891 - 1,055
Online stock traders 348 5.4% 312 -385
Derivatives investors 80 16.5% 54 - 105
Online derivatives traders 23 29.3% 14 -33

F*exk End wek Xk

10 Since the survey adopts a two-stage sampling process and a weighting process on each respondent type for
projection onto the overall population, the number of respondents for the various investor types ir the
responded sample should not be used to calculate their respective participation rates.

1 The relative errors are derived by assuming simple random sampling.
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Code Stock name No. of retail subscribers upon IPO ('000)
66 MTR Corporation 602.5

2383 Tom Group Lid. 453.2

2628 China Life Insurance 364.4

3328 Bank of Communications 270.5

2800 Tracker Fund of HK 184.3

823 The LINK 234

039 China Construction Bank 200
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Background

+ HK Stock Exchange ﬁHKEx) has done an exposure paper on “Abolition of Requirement for Main
Board Issuers to Publish Paid Announcements in Newspapers”, listed companies will not have to
publish print announcement in newspaper if the new rule applies.

»  As the main English publication publishin%announcements and notices, this proposal may have
effect on the interests of the readers, the South China Morning Post commissioned the Chinese
University of Hong Kong to conduct a research study with the objectives to:

— understand the behavior, channels used, the types of information read for viewing result announcements of the
investors

— review the accessibility of the internet and habit of using internet for investment purposes of investors
— measure the attitude towards the new rule amongst the investors
- access the likelihood of viewing announcements on in the internet

« Methodology: the research study was conducted through telephone with a sample size of 440, from
December 20, 2005 to December 30, 2005 between 6:30 to 10:30 pm.

— Random selection of respondents interviewed by interviewers in form of Computer Assisted
Telephone Interview (CATI)

— Success rate of 81.6%, based on the household with eligible respondents

- A tottr;zl 1%351 phone calls were made, with 14987 working numbers & 4364 non-working
numbers

— Confidence level set at 95%, which means we have 95% of confidence that the sampling error
will be within this range; but for some questions which fewer than 440 respondents answered,

the range of sampling error will be bigger than £4.67%
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Summary

» Trading behavior

-~ About one fourth {23.9%) trade once or more a month, half (50.7%) trade once every few months or less

* Habit of viewing results

— About one third (29.7) view result announcements on newspaper, followed by internet (18.3%)

— Nearly half (42.7%) usually read result announcements, 21.7% pay attention to special announcements, with
17.8% IPO allotment results and 16.5% notices / results of general meetings

— 34.5% think newspaper most reliable, followed by Internet (16.5%) and Bank (15.1%); 37.3% say newspaper is
most convenient, closely followed by Internet (35.2%)

— Newspaper rated the highest as the most reliable and convenient channel amongst aged 36 to 56 and above;
yet, internet is thought to more reliable than newspaper to the aged 35 or below

+ Internet accessibility

— Nearly half (47%) have internet access both at home and work, 26.7% have access at home only and 3.7% have
it at office only

— Majority (96%) of those 35 or below have internet access; one fourth (23.7%) of aged 46 to 55 and more than
half (60.5%) of aged 56 or above don't have internet access

-~ Half (50.8%) use internet for Investment purpose, 37.3% use it once every few months or less.
- The younger the people are, the more likely they use internet for investment purpose. 64.5% of aged 35 or below
use at least once a week vs. 40.7% of aged 56 or above

— About half, 48% often / sometimes use internet view resuits announcements, while 52% says less often or never
— Again the youngest group has the highest % of viewing results announcements on the internet - 63% for aged 35
or below, 41.7% for aged 36 10 45, 41.2% for aged 46 to 55 and 45.5% for aged 56 or above
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Summary

. Likelihood of viewing notices online

- 71.5%* say they would view results on the internet, with 27.1%" say would not; however, (*taking into
account the 156 missing responses in the subject question, 46.5% indicate they would view announcement
through the internet ana 17.5% indicate that they would not)

- The youngest group, aged 35 or below has the hi?hest tendency (92.6%) of viewing result announcements
on the internet, whilst the oldest is the least (33.3%)

- Not having internet is the key reason for the older group aged 56 or above not to view announcement

. Attitude towards the new rule

— Nearly two third (68.2%) disagree with Result announcements, IPO allotment results, notices /results of
?éagtg/ral Meetings and special company announcements could be accessible on the internet only while only
4% agree
— The younger they are the stronger opinion they have, over three fourth of aged 35 or below (74.8%) and
aged 36- 45 (74.8%), 63.7% of aged 46-55 and 58.1% of aged 56 or above disagree

- Nearly two third {65%) do not think it is sufficient for newspaper to provide a message pointing to the
website instead of providing full details while 23.7% think it is sufficient

- About three fourth of aged 35 or below (70%) and aged 36- 45 (68%), 67.1% of aged 46-55 and 49.4% of
aged 56 or above do not think it is sufficient
— ‘Investors should have more choices’ is the strongest reason amongst all age groups
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Frequency of Trading Investment

About one fourth (23.9%) trade once or
more a month and half (50.7%) trade

once every few months or less
More than once a week 4.5%

Once a week [N 3.9%
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Once every few months | | 27.5%

Less than once very few months | | 23.2%

Not fixed —]25.5%

L

0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0%

Base = 440



~ South China Morning Post

NEWSPAPER DIVISION OF SCMP GROUP

Channel Used for Information

Newspaper | 0.7
Broker —!] 3.9%
Internet _ 18.3%
Bank _EI S4% About one third (29.7%) view result
Financial Consultant !] 2.6% ar;:ﬁ::vzzn;nit:t::ln:f }':3'?;2?“
Others _—| 12.5%
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Reliability and Convenience

Which channel do you think is the most reliable Which channel do you think is the most convenient

Newspaper 34.5% Newspaper 37.3%

Broker Broker

Internet Internet 35.2%

Bank Bank

Financial Consultant Financial Consultant 5.3%

Others 14.10% Others 6%
o o o o o T 1 T T 1
0.00% 10.00% 20.00% 30.00% 40.00% 0% 10% 20% 30% 40%
34.5% think newspaper most reliable, ‘ 37.3% say newspaper is most convenient,

followed by Internet (16.5%) and Bank (15.1%) . closely followed by Internet (35.2%)

Base = 284 (those use newspaper)
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Reliability — by age

Newspaper rated the highest as the lhost reliable chanhel
amongst aged 36 to 56 and above; yet, internet is thought to
be more reliable than newspaper to the aged 35 or below

43.1%
37.29
A 36.1%
30.9% 31.4%
23.5%
Q.
15.4% 15.4% 16.9% 15.7%
. 9.8%
9.0% 7.8%
3.9°
0.0%
35 or below 36-45 years oid 46-55 years old 56 years old or above

' Newspaper HBroker Internet mBank M Financial Consultant B Others

N=68 N=78 N=83 N=51
Base = 284 (use newspaper)



South China Mommg P 65t_ R

NEWSPAPER DIVISION OF SCMP GROUP

Convenience - by age

Newspaper rated the highest as the most convenient channel
amongst aged 36 to 56 and above; yet, internet is thought to
much more reliable than newspaper to the aged 35 or below

67.6%

56.9%

43.4%
41.0% Y

37.2%

24.1%

13.2% 14.5% 13.7%
8.8% 6.0% 4.8%

o n
1.5% .E it T 6-4% 31%5.1% 3.8% -6'0% -

35 orbelow 36-45 years old 46-55 years old 56 years old or above

".Newspaper B Broker Internet @ Bank ®Financial Consultant ®mOthers

N=68 N=78 N=83 N=51
Base = 284 (use newspaper)
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South ChindMorningj_Post |

NEWSPAPER DIVISION OF SCMP GROUP

Kind of Ahnouncement Read

Result announcements — 42.7%

IPO allotment results |G 17.5%

Notices / results of General Meetings _] 16.5%

Special Announcements 21.7%

Others } 1.0%

0.0% 10.0% 20.0% 30.0% 40.0% 50.0%

Base = 309 (read from newspaper}
Multiple answers allowed
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Internet Access and Usage



South China Morning Post

NEWSPAPER DIVISION OF 5CMP GROUP

Have Internet Access

Majority (96%) df those 35 of below have internet
access; one fourth (23.7%) of aged 46 to 55 and more
75.0% than half (60.5%) don’t have internet access

63.9%
60.5%

47.0%

37.8%
34.1%

26.7% 28'4%

21.0%
17.0% :

9.2% 9.9%

3.7% 4.0% 4.0% 5.0% 3.7%

1.2%

Total 35 or below 36-45 years old 46-55 years old 56 years old or above

. At home only H At office only B Both home and office B No
N=100 N=119 N=135 N=81

Base = 440



i R "':S_outh China M-O-l_-‘ﬂ-iﬂg Post

NEWSPAFPER DIVISION CF SCMP GROUP

Use Internet for Investment Purposes

Higher % of younger group are using internet for
investment purpose: 64.5% of aged 35 or below use 56.2%
at least once a week vs. 40.7% of aged 56 or above

47.9%
44.1%

38.3%

37.3%

32.2%

|
I
|
|
1
I
|
|
|
1
I
I
|
|
|
I
I
]
|
|
|
|
1
|
|

8.3%8.3% 39,
- EERY
0-0°0.0%
Total 35 or below 36-45 years old 46-55 years old 56 years old or above
" Once or more than once aday Mm4to 6 times a week M Once to 3 times a week
2 to 3 times a month M Once a month B Once every few months or less
N=96 N=107 N=102 N=32

Base = 338 (with internet access)



" South China Morning Post
NEW.SPAP.ER DIVISION CIF sCmP .GROUP

Use Internet for looking at result announcements, IPO allotment results, notices
Iresults of General Meetings & special company announcements before

The youngest group, aged 35 or below has the
highest % of using internet for viewing result 40.9%
announcements with 63%

33.8% el 32.4%

27.5%

27.3%
26.5%

21.8% 22,19

I
I
I
I
I
I
I
I
|
|
|
I
|
: 19.1%
|
|
|
|
|
|
i
I
I
I

Total 35 or below 36-45 years old 46-55 years old 56 years old or above

. Often / Always H Sometimes HLess than often ENever

N=65 N=72 N=68 N=22

Base = 229 (with internet access)



Reaction towards
announcements to be online only



./

 South China Morning Post
Likelihood of viewing result announcements, IPO
allotment resulits, notices /results of General Meetings

& special company announcements on the internet

Difficult to say,
1.4% Definitely would
Definitely would, not, 16.2%
34.2%

Probably would
not, 10.9%

N

. Probably would,
Valid percentage o 37.3%

About three fourth (71.5%) say they would view
results on the internet, with 27.1% say would not

Base = 284



South China Morning Post

NEWSPAPER DIVISION OF SCMP GROUP

Likelihood of viewing result announcements, IPO
allotment results, notices /results of General Meetings
& special company announcements on the internet

Definitely would
not, 10.5% Probably would

No answer, 35.5% not, 7.0%

Difficult to say,
0.9%

Definitely would, Probably would,

Total percentage 22.0% 24.5%

*taking into account the )

156 missing responses in . L . |

the subject question About two third (46.5%) say they would view ;
results on the internet, with 17.5% say would not

Base = 440 L



South China Morning Post
NEWSPAPER DIVISION OF SCM.P GROUP

Likelihood of viewing result announcements, IPO allotment results, notices / results
of General Meetings & special company announcements only on the internet

The youngest group, aged 35 or below has the highest
tendency (92.6%)} of viewing result announcements on the g, g0,
52.9% internet, whilst the oldest is the least (33.3%) ‘

44.9%
39.79%

41.0%

19.6%

4.8% 54%
1.5% 1.5%

C

1.2%

[EERSp—

2.0%

Ja— s it

35 or below 36-45 years old 46-55 years old 56 years old or above

- Definitely would not B Probably would not m Probably would B Definitely would ® Difficult to say

N=68 N=78 N=83 N=51
Base = 284 (156 no answer))
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'South China Morning Post

NEWSPAPER DIVISION OF SCMP GROUP

Reasons for not viewing announcements on the internet

| don't have internet —_] 22.2%

I rely on newspaper more 24.2%

Reading announcements online is not user-

friendly 24.2%

Difficult to say

Others 28.3%

0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0%

Base = 77 (chose wouid not view)
Multiple answers allowed



. | South China _Mor_ning Post

NEWSPAPER DIVISION OF SCMP GROUP

Reasons for not viewing announcements on the internet

Not having internet is the key reason for the older group
aged 56 or above not to view announcement

54.5%
50.0% 50.0% 50.0%

43.5%

0.0% 0.0% 0.0% 0.0%
35 or below 36-45 years old 46-55 years old 56 years old or above
| don't have internet m | rely on hewspaper more
m Reading announcements online is not user-friendly B Others
m Difficult to say
Base = 77 N=4 N=20 N=28 N=46

Multiple answers allowed



South China Morning Post B
Result announcements, IPO allotment results, notices
Iresults of General Meetings & special company

announcements could be accessible on the internet only

Neutral, 12.5%
Strongly agree,

5.5%

Strongly disagree,
39.1%

Quite agree, 13.9%

Quite disagree,
- 294%

Nearly two third (68.2%) disagree with the new
rule while only 19.4% agree

Base = 440



- South China Morning Post
| NEWSPAPER DIVISION CF SCMP GROUP

Result announcements, IPO allotment results, notices /results of General Meetings
& special company announcements could be accessible on the internet only

Over three fourth of aged 35 or below (74.8%) and
47.1% aged 36- 45 (74.8%), 63.7% of aged 46-55 and 58.1%

of aged 56 or above disagree
41.0% ’

38.3%
33.0% 33.3%

30.4%
27.7%

14.1% 13.3%

§

35 or below 36-45 years old 46-55 years old 56 years old or above

' Strongly disagree M Quite disagree W Quite agree M Strongly agree B Neutral/ Opinion

N=100 N=119 N=135 N=81
Base = 440
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" SouthChina Morning Post
Sufficient for list companies provide only a message in
newspaper telling investors to go to the internet for
announcements instead of providing full details in the

newspaper?

Strongly disagree,

Neutral, 11.4% 36.8%

Strongly agree,
6.4%

Quite agree, 17.3%

Quite disagree,
28.2%

Nearly two third (65%) do not think it is sufficient for
newspaper to provide a message pointing to the website
Base = 440 - instead of providing full details while 23.7% think it is sufficient



South China Morning Post

NEWSPAPER DIVISION OF SCMP GROUYP

Sufficient for list companies provide only a message in newspaper telling investors to go to
the internet for announcements instead of providing full details in the newspaper?

About three fourth of aged 35 or below (70%) and
aged 36- 45 (68%), 67.1% of aged 46-55 and 49.4%
44.5% of aged 56 or above do not think it is sufficient

39.0% 39.3%

28.1% 28.4%

23.5%

21.0%21.0%

141%
9.6% 8.9%

35 or below 3645 years old 46-55 years old 56 years old or above

' Strongly disagree B Quite disagree M Quite agree m Strongly agree @ Neutral / Opinion

N=100 N=119 N=135 N=81
Base = 440




South China Morning Post

NEWSPAPER DIVISION OF SCMP GROUP

Why not sufficient

| don’t have internet -_| 6.1%

| rely on newspaper more ! 3.2%

friendly

Investors should have more choices _] 54.2%
Others !7.6%

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0%

e

Reading announcements online is not user-
° I 13.9%

More than half (54.2%) think Investors should

Base = 286 (chose disagree) have more choices -

Multiple answers allowed



South China Mommg Post

NEWSPAPER DIVISION OF SCMP GROUF

Why not sufficient

.1 don't have internet
ml rely on newspaper more
m Reading announcements online is not user-friendly

m Investors should have more choices
m Others

B Difficult to say

84.3%

79.0% c ' . . s '
Investors should have more choices’ is the

strongest reason amongst all age groups
65.9%

52.5%

35 or below 36-45 years old 46-55 years old
Base =286 09 N=101 N=116 N=69
Multiple answers allowed

56 years old or above
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NEWSPAPER DIVISION OF SCMP GROUP

Demographics



Spnth China Morning Post

NEWSPAPER DIVISION OF SCMP GROUP

Gender

Male, 47.7%

Female, 52.3%

Base = 440



5,

South China Morning Post

NEWSPAPER DIVISION OF SCMP GROUP

Ethnicity

Caucasian, 0.0%
Asian, 0.5%

Chinese, 99.5%

Base =440
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NEWSPAPER DIVISION OF SCMP GROUP

Age

66 or above

6165 (NG 16

5650 J 37

51.55 J 48

46-50 | j 87

4145 § 63

3640 | ] 56

3135 | 35

26-30 § 43
2125 | 19

20 or below M) 3
No answer ) 5

1 I 1 T I 1 | 1 1 1

0 10 20 30 40 50 60 70 80 90

Base = 440



Base =440

South Chma Morning Post

NEWSPAPER DIVISION OF SCMP GROUP

Education

University or above,
F.4 or below, 21.5% 27.2%

Diploma / High
Diploma, 14.0%

F.5,27.5%

Matriculated, 9.8%



South China Morning Post

NEWSPAPER DIVISION OF SCMP GROUP

Senior Management
Owner / Partner/ Proprietor
Managers/Dept Head
Professional
Executive/Supervisorfofficer
Technician

Admin sta

Servicing sta
Blue collar
Retired
Unemployed

Housewife

Base =440

Occupation

13
57

39

28

27
49

25

35

10




8 south China Morning Post

NEWSPAPER DIVISION OF SCMP GROQUP

Annual Personal Income

HKD1,000,000 or above B
HKD800,000-999,999( 1
HKD700,000-799,999 N} 5
HKD600,000-699,999 ) 10
HKD500,000-599,999 NI} 12
HKD400,000-499,999 IRy 21

:
HKD300,000-399,999} ) 38

HKD200,000-299,999 :________.______._________1 68
HKD100,000-199,999 83
HKD75,000-99,999 14

HKD50,000-74,93980 3
HKD49,999 or below ill] 5

[y r——p———}

, 177
No incomel
No answer 42 . . . ' L

I T T T 1 T | T | —:

0 20 40 60 80 100 120 140 160 180

Base =440



South Ch,i_iiaMoming Post

NEWSPAPER DIVISION OF SCMP GROUP

Annual Household Income

HKD1,000,000 or above | 25

HKD800,000-999,9998 12
HKD700,000-799,999 713

HKD600,000-699,9991 ) 22

§ 37

HKD500,000-599,990

HKD400,000-499,999} J 26

HKD300,000-399,999} } 38

HKD200,000-299,999 1 70
HKD100,000-199, 99 NN €6
HKD75,000-99, 9994 ) 13
HKDS50,000-74,9958) 4
HKD49,999 or below NINENGENGNENNENEN) 20
NO anmer 94
' f ] | = =t i = .
0 10 20 30 40 50 60 70 80

Base =440
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ERRARNLBERE K WREHRMEERG LY - RROERLE
RBRE—4E  EEEHFA S0 ERERER - HT - HRAENLIN
W mESEKEN . RE 27 BraRfEgEAE  MAASSERE
TH% BEAMTRISS  BAFEERMOME FHECANALSH
REE S R FETUEEEHEWAEN -

EE L5 IEEH -

FHB|ITMASTT
Closure of Branches by Note-issuing Banks

). BEREEA: TE FARE LEABDHTHEAXRZELAEY
ST BIAEERTHE T RN  BEHY  LEW - L E
R AMKMBLFT  EHERBREEBHBES THRERGRE - 57
T FRMAKEW KA BREFYNHBE  FHERSRERE
HEEEMEWREATRIEEY  (LHEHE  BRBYRTRLEES 7T
WE HTOTR BURESESHORERY ( HE™ )HAL &
REFATE » BFFTEEHME -
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GTGHEHBPRITNRE  BEPRITEEREYERTRIE
BERFREIEHT  ZREFETTHERDRT 5T FHE
R ELG RAEEE?

HREBHREBERARK £

(—)

()

RREEHeMEER ( "£8R” ) HKIEF 3 MBPRT
A4 iTimey - B 2001 42 1 B 69 580 A« IR EIFHEFRY 422 F -
ETEREAMEEFHABEARYR  FREASTAER
AHENYEEY  BTEMHABRESTHEHE -

BYRTNETELAGE - EFRRNRYESHR/E > 2
BENREREMEARTERDR  JHRTROTE - £
fARFIRE £ BORTHEEMBITEETRE  AHRBERER
ZRMELEMORE -

BOBTUTERTRBR (RETEBRGBTHRA ) (8 65
BE)RMBETIREFRNER RETHEEERDEFMDTEHR
BRE RPBTAEBENIRBYERT  UELTHRAAE
FEsR - ERVBITHMEASTREFENREL 2 THHE -
BREMEEERE -

REEEMIWRYRTEREMOSBER  CREZHTE
EHREBAEE RMERRBUERERNRDRTORE -

HEMmER SRS ROERBHRRAURENRE - HEXR
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s» Data & Statistics
Securities Market

Market Highlights - November 2005

Updated: 30 November 2005

Listed companies (Main Board)
(up to end of November 2005)

Page 1 of 2

No. of listed companies

Total no. of listed securities
No. of H shares

No. of Red-chip Stocks

No. of Equity Warrants

No. of Derivatives Warrants
No. of ELI

~No. of Unit Trusts

No. of Debt Securities

Total market capitalisation
(HK$Mil.)

Average P/E ratio (Times)
Average yield (%)

Turnover (Main Board)

(M11. Shares)

http://www. hkex.com. hk/PrintFriendly/PrintFriendly.asp?url=http://www. ..

November 2005 November 2004 End of 2004

922

2,376

78

86

28

1,245

0

11

166
7,959,098

15.28

2.93

882

1,927

68

81

35

832

10

10

154
6,512,224

18.44

2.90

[T O — -

%  Janto % change

November
2005  change Nov

over 1 2005

month
Total turnover in value 394,202 3% 4,118,616
HK$Mi1.)
Average daily turnover by 17,918 -6% 18,144
value(HK$Mil.)
Total turnover in shares 550,705 17% 5,239,422

relative to
corresponding
period last

year

16%

16%

53%

892

1,971

72

81

32

863

9

10

161
6,629,177

18.73
2.85

2004

3,948,351
15,857

3,984,706

16/12/2005
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Stock market highlights - November 2005

Page 1 of 1

Year on year

change

November 2005| November 2004 (%)
No. of listed companies 202 203
No. of listed securities 202 204
No. of newly listed companies 1 0

Turnover value (HKSmil) 2,183 2,105 3N
- Daily average 99 96

Turnover volume (mil shares) 2,523 3,102 -18.67
- Daily average 115 141

No. of deals 42,668 48,193 -11.46
- Daily average 1,939 2,191

Total issued capital (HK$mil) 8,368 9,119 -8.24

Market capitalisation (HKSmil) 72,428 67,512 7.28
Average P/E ratio (times) 22.81 29.65
Average yield (%) 0.92 0.65

https://www.hkgem.com/statistics/e_MktHighlights200511 . himl 16/12/2005



Cost of printing results announcements compared to overall operating expenses and the cost of printing Annual Reports

Company name Costs of printing results Operating % of operating expenses Costs of printing Annual Reports Costs of printing resuits
announcements expenses constituted by costs of announcements as % of
printing results the costs of printing
_announcements —_Annual Reports |
SCMP HKET TOTAL Interim Final TOTAL

BOC (Holdings) Limited | $337,000 $168,500 $ 505,500] % 505,000,000 0.100% $2,000,000 $ 4,000,000 % 6,000,000 B.425%

Sinopec $686,000 $343,000 $1,029,000| % 714,478,000 0.144% $2,400,000 % 15,000,000 $ 17,400,000 5.914%

Notes:

1. Costs of publishing results announcements in HKET is assumed {o be 1/2 that of SCMP
2. Figures above are for the year ending March 2005

HKG-1/610986/01 - Cost of printing 57161-hk/00002-HK



v © ' bitlion yen, which would lave rep- | “The economy is climbing up a hill, albeit more, Mr Takahashi sald. ~ Bloomberg i sumption and capital spending to
resented a 35 per cent decline year ! e — slay firm over the next few quarters.

*ml I‘Eﬁ:nh:}s)?)l:l Cem?

Hutchison Whampoa Limited
{incorporated in Hong Kong wath Kmited Katirty!
{Stock Code: 013}

Solid foundation
Strong performance

mports aboul

+ 1885290 mil-

pauirements, Interim Results Highlights for 2005 First Half 7 L

i@ 2008

D 2005 s oot

orts ate a:.};i , : - HKS$ Millions HK$ Millions Changes
rives, mole °
Pt Turnover 109,184 82,201 +33%
,].1{“[‘2'{}:?;?%7}'.‘[?: Profit attributable to shareholders 11,824 10,758 +10%
port showed.

bing 1 per EBIT from established businesses {excluding

sics offce ec- investment properties revaluation profit and

1n for about profit on disposal of investments} 16,874 13,863 +22%
NS OVerseas - - -

F o in Tune Earnings per share HK$2.77 ~ HK$2.52 +10%
53%1.37 billion | - . ’ o -

fs purchases interim dividend per share HK$0.51 HK$0.51 —
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7 OVETSERS
cord US$879
g the total for

to US$4 bl * 3G customer bhase currently totals over 9.4 million worldwide

s-on-yeatrise.
1in domestic
sabd. “Overall

“g{,’;’t’,‘;";ﬁ?;’ ) Italy is on target to achieve EBITDA breakeven, after all customer acquisition
e “P{. costs, on a monthly basis for the month of August this year and
S UK is expected to achieve this significant milestone later this year

rites
h.lly » Strong financial position with HK$141,714 million
in cash and liquid investments

wt the impact
oleum prod- ™~
wnth rose 16 s . . . \ s ' PP
iillion, from a ¢ The Group's core businesses once again produced improved results in the first half and also benefited from substantial increases
) crude cosls in the value of its businesses based on current market value.
aller volumes. .
lia, 2xparts to o . . . L " . .
leading mar- . @Gmnp's funding reguirements to decline in the second half of this year and it is positioned to contribute significant value to
it earlier, the Graup.
»mist Robin
nd of a wors- - . X . X
v 10 continue. + As the @Group's losses narrow, the full benefit of the scale the Group has achieved will be progressively reflected in earnings
f;B :ﬂﬂm‘:‘ fﬂ; growth, continuous reduction in debt levels and improvement to the financial profile, and in solid shareholder value creation.
d strength o
hapsabilofa
rom some of

he said. “The Hutchison Whampoa Limited is a leading international corporation with ocperations in
atned growth

he domestic 51 countries and mere than 200.000 employees worldwide,
‘ ling along.” For more information, please visit
nd economist .
performance www.hutchison-whampoa.com
o improve in
v ihe strong
KO prices. .
< didn’t hap- ports & related services = telecommunications ¢ property & hotels ¢ retail & manufacturing * erergy & infrastructure

ports being 3
y 2004 levels,
. below.”
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/G KONG (HOLDINGS) LIMITED

(Incorporated in Hong Kong with limited h:abi!iry)
: (Stock code: 001)

Y

Powering Ahead

HIGHLIGHTS OF INTERIM RESULTS FOR 2005

* Profit attributable to shareholders increased 52%

* Profit before share of results of
Hutchison Whampoa Group increased 205%

» Shareholders’ funds increased to HK$184.6 billion
» Net debt to shareholders’ funds remained low at 11.4%

¢ Interim dividend of HK$0.42 per share,
payable on 14th October, 2005

The Group has made significant strides in business and market expansion during the first half of 2005 by
seizing the growth opportunities presented by the rising economy. Through a number of key acquisitions
and investments in Hong Kong, the Mainland and overseas, the Group is growing on an even stronger

platform for future expansion.

As start-up investments for the 3G businesses have peaked, we expect the 3 Group as a whole will achieve
EBITDA breakeven on a month-by-month basis in the second half of this year. Looking forward, with
the 3 Group’s funding requirements disappearing entirely in 2006, the 3G businesses are positioned to

contribute significant value to the Group.

With visionary foresight and effective management, the Cheung Kong Group is uniquely placed in a strong
position to capture the opportunities arising from the Mainland’s and Hong Kong’s sustainable growth and
integrated development. The Group has strong confidence in the prospects for its quality businesses

in 51 countries around the globe, as they are well poised to attain new heights for future growth.

To find out more information and to view the announcemant on the Company’s interim results for 2005, please visit

www.ckh.com.hk
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1id net earnings rose t €755
illion {$7.22 billion) in April 1o
e from €678 million in the

ime period last year. Vivendi smid
now eXpects o beat its full-year
rget of €1.8 billion. AP

RACLE CHIEF OFFERS TO
IVE US$100M TO CHARITIES
:dwood Shores: Oracle Corp
ief execmive Larry Ellison has
Teed 10 donate US$100 million
charities to
ttle a lawsuit
volving
ound a
38900 million
in that he
1de by selling
me of his
mpany stock
er the

t.com bust. Larry Elison
e seftlement,
2finned Monday, still requires

: approval of the Supetior Court
ige. AP

ZAK FRENCH CONNECTION
1don: French Connecrion

wup, whose stock is the worst
former among British retajlers
fve past year, reporied a 69 per
it drop in first-half profit. Net
ome for the six months to July
{0 £3.5 million ($49.47 million)
N £11.2 million a year

ier. Bloomberg

5BRO'S PUZZLE PURCHASE
nta: Hasbra bought puzzle
<er Wrebbit to expand into
e-dimensional puzzles.

bbit, based in Montreal, sells
puzzles of world landmmarks
er the brand names Puzz-3D
Perfalock.  Bioomberg

IKWAY'S NEW HOSPITALS
apore: Southeast Asia’s largest
d healthcare provider,

way Holdings, has bought a
21 cent stake in Malaysian

tal operator Pantai Holdings
18312 million ($642.4 million),
1efty 50 per cent

vum. Reuters

Anywnere petween US53250
biflion and US$300 billion is there
to do deals,” said Francis Aquila, a
mergers pariner at Sullivan &
Cromwel}, this year's top-ranked
legal adviser for corporate take-
overs.

of cash that they get from thelr in-

takeovers.

Buyout companies have
creasingly joined forces 1o make
bigger acquisitions,

vestors and debt secured ongie
businesses they buy 1o fund.."“
B

Ry LY 3G, WIS
software handics most Nasdaq
trades, was bought last month by
seven firms, including KKR and
Blackstone Group, for US$114 bil-
lion, Blackstone is seeking US512.5
billion for the world's biggest buy-
out fund.

Lsayion Dubilier and its pari-
ners outbid rivals including Texas
Pacific Group, Blackstone, Thomas
H. Lee Pariners and Bain Capital
Pariners for Hertz.

For Clayton Dubilier, the deal
wops last year's €3.7 billion ($35.2
biflion) purchase of electrical prod-

ucts supplier Rexel. Carlyle's big-
gest deal before the buyout of Hertz
X place in November 2002,
n the company joined forces
\ Welsh Carson Anderson &
Stowe to take over Dex Media, a
telephane book publisher, for al-
mast U857.1 billion.

help strengthen our entertainment
business,” Mr Paiboon said.

The move into newspapers is
part of Grammy's strategy (o focus
on ihvestment in other multimedia
businesses after a slowdown in its
music revenues.

Reuters, Associated Press

US$16b of deals in
single day reflects
firms’ confidence

" MERGERS
Bloomberg in New York

Oracle Corp's agreement to buy
Siebel Systems caps US$16,6 bilion
of US deals announced Monday,
the busiest day for mergers in more
than two months, and suggests
companies are confident about the
€CONOmY’s Prospects.

The US$5.85 billion Oracle-Sie-
bel deal o create the 1op seller of
customer service software was the
largest of the day's more than 40
uansactions. Ford Motor's agree-
ment to sell Hertz Corp was the sec-
ond larges: at US$5.6 billion.

The flurry of tie-ups shows com-
panies are Jooking beyond the dent
in the US economy that Hurricane
Katrina and higher energy prices
will cause, said analyst Tom Bur-
nett.

The Daw Jones Industrial Aves-
age had its best week since May Jast
week, as {nvestors speculated the
Federal Reserve may pausein its in-
terest-rate increases because of Ka-
trina.

“It's very encouraging in terms
of corporate expectations,” said Mr
Burnest, president of Merger In-
sight, a research unit of brokerage
Wall Street Access. “Corporate
America js willing 1o bet on futyre
growth prospects overall in spite of
the short-terin problems that we're
going 10 have.”

In other deals, Wachovia Corp

agreed to buy car finance compa-
nies Westcorp and WF5 Financial
for US$3.91 billion and eBay said it
would purchase internet phone
provider Skype Technologies for
US52.6 billion.

The number of ransactions on
Monday accelerates the pace of a
year that has already had the hot-
test global M&A market since 2000
with US81.69 willion in mergers
struck so far, At the same paoing last
year, UJS$1.2 willion had been an-
nounced.

The last time there were more
US mergers announced in a day
was June 30, when Bank of America
Corp agreed to buy credit card

issuer MBNA Corp for US$35 bil-
lion, capping US$40.2 billion in
deals that day.

Some investors are betting Ka-
trina and higher oil prices have
slowed econumic growth enough
that the Fed does not need to raise
interest rates again this year.

Monday's mergers may holster
MoTgan Stanley and Goldman
Sachs Group’s standings as this
year's top advisers among invest-
ment banks,

Morgan Stanley, which advised
Oracle in the Siebel transaction and
Skype on its purchase by eBay, has
advised on US$449 hillion of an-
nounced deals this year. Goldman
Sachs, which advised Siebel, Wa-
chovia and Ford, is second at

US$402 billion.

Branson unscrews

b et

Sir Richard Branson treads grapes with a model to promote his new wine
labet, Vicgin Vines, at a Launch ceremony in New York City.  Photo: AP

his Virgin Vines

Tycoon’s magic touch should help the
label with attitude become a top brand

~ BEVERAGES

Associated Press in Louisville

British billionaire Sir Richard Bran-
son and Brown-Forman Corp have
teamed up to introduce Virgin
Vines, a wine label with an attirude.

With the motto “Unscrew it,
ler's do it,” the wines would project
a hip image counter to wine's
stodgy reputation,

“Wine, like life, is meant to be
enjeyed,” satd Sir Richard, the man
bebind the ubiquitous Virgin
brand, at the launch on Monday.
“All the pomp and ceremony cur-
rently associated with wine just
gets in the way of enjaving it.”

Virgin Vines’ red and white
wines began reaching store shelves
In the United States on Monday
amid a kick-off celebration in New
York City, including an evening
party cornplete with wormnen danc-
ing on wine barrels.

“Belng associated with Richard
Branson is going to be a plus,” said
Jon Fredriksen. a wine industry
consultant. “He's got a pretty good
itack record in everything he
touches.”

Virgin Vines feature a white
chardonnay and a red shiraz from
the California vineyards of Brown-
Ferman Wines, a division of Louis-
ville-hased alcoholic drinks giant
Brown-Forman. The wines sell for
U589.53 per bottle, or a four pack
with smaller, plastic boitles at
US$8.99.

The newventure is in a hot-sell-
ing price category. Wines in the

US$9 to US$10 price range have
had double-digit sales growth in
the US this vear. Brown-Forman
Wines will market the new product
and it expects to seil several hun-
dred thousand of cases in the first
year. "We expect this will be a Jead-
ing California wine brand within
three years,” said Brown-Forman
brand director Don Freytag,

Thewine botiles feature painted
labels and cork-free screw tops
with a pull tab.

On the backs of the bottes, Vis-
gin Vines pokes fun at connoisseurs
who over-analyse wine: “Dare 1o
enjoy this wine without dashes of
pretentiousness or hints of snooti-
ness. Virgin Vines believes wine
should be all about having fun and
loving the taste ... not waxing poeti-
cally about meaningless wine-
speak and food pairings.”

Mr Fredrikson said such swipes
would beanartention grabber. “We
have so much foldercl in the busi-
ness that it does turn off alot of po-
tential consumers," he said. He
said the cork-free tops and plastic
four packs will be appealing.
“There's alot of people ir the coun-
try who don't own a corkscrew.”

Brown-Forman, the maker of
Jack Daniels, Southern Comfort
and other spirt and wine brands,
approached Sir Richard about 18
months ago about teaming up an
the venture,

"One of the ideas was, let's take
advantage of this wonderful trade-
mark and launch a wine,” Mr Frey-
tag said.

. group turnover HK$20.5 biilion
- net profit HK$3.3 billion
+ Lotal dividend proposed HK$1.8 billion

full version of FY2004_|.2005 final results announcement

A 26% yoy
A 67% yoy

final: HK$0.66/share
special: HK$0.84/Sha_re.

available at www.espritholdings.com
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