Questionnaire on Proposed Changes in Trading Parameters, 

Market Making Obligations and Minimum Spreads for 

Structured Products and Equity Warrants

The purpose of this questionnaire is to seek views and comments from market participants regarding the proposed changes in trading parameters, market making obligations for Pilot Programme Securities and Exchange Traded Funds (ETF) as well as the spreads for structured products (including derivative warrants and equity linked instruments) and equity warrants in conjunction with the proposed reduction of minimum trading spreads for shares priced above $30 (i.e. Phase 1 as proposed in the Consultation Paper on the Reduction of Minimum Spreads (http://www.hkex.com.hk/consul/paper/consultpaper.htm) issued by HKEx on 6 August 2004).  

The current spreads and the proposed spreads for Phase 1 are shown in the attachment for your easy reference. 

Please indicate your preference by ticking the appropriate boxes.

A.
Trading Parameters

1. Should the following proposed changes to trading parameters be applied under Phase 1 spreads reduction?

	
	Current Settings
	Proposed Changes

	1.1. Quotation Rule

1.2. Price Warning

a. 1st level price warning

b. 2nd level price warning (other than warrants)

c. 2nd level price warning (warrants only)

1.3. Maximum number of matchable queues for Enhanced Limit Orders and Special Limit Orders
1.4. Maximum number of outstanding orders per broker ID
	8 spreads

10 spreads

15 spreads

30 spreads

2 price queues

2,000 orders

per broker ID
	24 spreads

20 spreads

30 spreads

60 spreads

5 price queues

4,000 orders

per broker ID


· Yes.  

· No.  Please provide your comments and suggestions (additional pages may be used).

B.
Market Making Obligations for Pilot Programme Securities and ETF

1. Should the market making obligations (such as maximum spread of 2-sided market making orders, wide spread, etc.) set out in the Fourteenth Schedule of the Rules of the Exchange (http://www.hkex.com.hk/rule/exrule/sch-14_eng.doc) for Pilot Programme Securities and ETF remain unchanged after some of the trading spreads are reduced under Phase 1 ?

· Yes.  

· No.  Please provide your comments and suggestions (additional pages may be used).

C.
Spreads for Structured Products and Equity Warrants

1. Currently, structured products (including derivative warrants and equity linked instruments) and equity warrants traded on HKEx follow the same minimum spreads for equities.  Should structured products and equity warrants follow the same minimum spreads for equities after Phase 1 implementation?

· Yes.

· No.  Please provide your comments and suggestions (additional pages may be used).

D.
Other comments and suggestions, please specify (additional pages may be used)
Name
:


Title    :  

Company Name
:


Firm ID 
:  

Contact Person
:


Tel. No.
:



E-mail Address
:


Fax No.
:



Completed questionnaires should be returned on or before 14 February 2005 by fax to 2868-5223 or by email to kelvinchu@hkex.com.hk or by mail to the address below:

Cash Market Development & Operations – Market Development

Exchange Division

11/F One International Finance Tower

1 Harbour View Street

Central, Hong Kong

Attachment

Phase 1 – Reduction of Minimum Spreads

	Prices from

(HK$)
	Current

Minimum Spread
	Phase 1 

Proposed Minimum Spread

	0.01
	0.001
	No Change

	0.25
	0.005
	No Change

	0.50
	0.010
	No Change

	2.00
	0.025
	No Change

	5.00
	0.050
	No Change

	30.00
	0.100
	0.050

	50.00
	0.250
	

	100.00
	0.500
	0.100

	200.00
	1.000
	0.200

	500.00
	
	0.500

	1,000.00
	2.500
	1.000

	2,000.00
	
	2.000

	5,000.00 to 9,995.00
	
	5.000
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