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1 Introduction



Our Journey So Far

“’ Mainland China %o Hong Kong

= Fast economic growth IPO Era = Offshore fundraising centre /°
= Privatisation of SOEs 1993-2009 = Segregated from Mainland market

. Dom.es?tic capital markets .dfevelop Domestic - Capital gateway for IPO proceeds
= Retailinvestors are the driving force Growth Era - Limited direct access: QFIl & QDII
= Derivatives turnover grows quickly 2001-2010 ’

* RMB internationalisation Opening * RMB trade settlement and payments
= Progressive two-way capital opening Up Era = Expansion of direct access: RQFII
= Expansion of Free Trade Zones 2011-2074 Offshore RMB benchmarks

Mutual Market Era
2015-




Our New ldentity Represents the Mutual Market

Mainland International




Investors Investors

Mainland @?ﬁ International




In the Mutual Market Era, our Vision is to be the global exchange
of choice across asset classes for both our Chinese Clients
and our International Clients seeking China exposure
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What is Driving our Strategy?

Investors Investors

Mainland ‘?@ International

Products Products




What is Driving our Strategy?

Investors

0 Redeployment of Mainland wealth into capital markets

Products




Investors

u5$3 Otn

uss8tn uss7tn

Banking Equity Debt
Assets




Investors Products / Issuers

= Ageing population’s pension savings * Investment in “new economy”

* Property market correction * SOE privatisation and reform

= Wealth diversification = Lower reliance on bank funding

uss30tn

uss8tn uss7th

Banking Equity Debt
Assets 10



What is Driving our Strategy?

Investors Investors

(‘

° Increasing international participation in Mainland capital markets

Produc‘ Products
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Investors

Mainland China’s Drivers:
Capital Markets
Equity index inclusion
(MSCI, FTSE)
u5$8tn
US$7tn QFlI
. RQFII . ..
- - 2%! RMB inclusion in SDR
X Stock Connect
of Mainlan
market MRE
CIBM Easing of access scheme
- quotas & restrictions

Equity  Debt

Internationalisation of

Chinese benchmarks




What is Driving our Strategy?

Investors

° Rising Mainland outbound capital markets investment

Products ) ,roducts

13



Investors

USD bn Outbound
1200 4 Direct
Investment
) 1100%
1000
!
[}
!
800 A '
P4
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600 - 4
,’ Outbound
p Portfolio
200 ,/ Investment
-3%
200 4
”
- -
0

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015* 2016 2017 2018

*As of Sep 2015

Mainland investors have yet to
meaningfully enter the global
capital markets

Outbound portfolio investment has
remained flat for almost a decade

Investors and corporates need to

diversify their assets and risk exposure

QDII-2 will drive further asset
allocation into overseas markets
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What is Driving our Strategy?

Investors Investors

° Hong Kong’s unique position as a mutual price discovery venue

Products Products
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What is Driving our Strategy?

Investors

Mainland

Cross-border
Benchmarks

Products relevant
for both groups
of investors

Risk Management
Products

Investors

International

Asian Time Zone +
Convenient Access
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How do we see our role in the Mutual Market?
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How Do We See Our Role in the Mutual Market?

Investors

Mainland

Products

Cross-Border Access
Platform

Destination Market

Investors

International

Products
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2 Equity
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Our Equity Market Historically

Investors Investors

Hong Kong
Mainland & Int'l

International

Mainland Companies

Companies

Issuers Issuers

Traditional fundraising venue for Mainland issuers with trading dominated
by local and international investors
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Breakthrough with Stock Connect

Investors

Mainland G LABEL L Eeb‘ International

SE -

Stock Connect has brought new investors and products to our market
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Key Equity Initiatives

n Grow core listing franchise

Investors

Investors

@® Venue of choice for Mainland and
Hong Kong issuers

Mainland ‘?@ International

® Enhanced listed company regulations

® GEM/Third Board?
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Key Equity Initiatives

a Expand mutual connectivity

Investors Investors

® Add Shenzhen Connect

HK Listed
_’/—‘2 Stocks
Mainland (" ETEs International

® AddETFs and listed bonds

Bonds

Issuers

A-shares o ~TLh . . .
ETFs S @ “Primary Equity Connect”:

Bonds catalyst for cross-border
fundraising by international
issuers
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Key Equity Initiatives

B Expand our derivatives suite

Investors Investors
-\ ® A-share index futures and options

New
Products

Products .
Products ® Sectorindex products
A-share s
benchmarks

® International benchmarks

Mainland International ® A-H premium products
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Equity - Recap

Investors -\ Investors

HK stocks

Bonds .
Mainland Derivatives International

ETFs
Int’l products

Products Products

2
3

Grow core listing franchise

Expand mutual connectivity

Expand our derivatives suite
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Our Position in Commodities

No history of commodities trading in Hong Kong

%
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Acquisition of LME in 2012

©LME

An HKEX Company

Trading & Financing

Physical Users

A Physical Market
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The Mainland Commodities Market

A Financial Market

Forwards
Trading & Financing

Spot
Physical Users

Mainland
China is the largest

producer & consumer
______________ of commodities
globally

-
_ e
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Our Vision in Commodities

A Financial Market

Financialise

Mainland Forwards

Trading & Financing

Spot Physicalise
Physical Users

Financia
Players

Trading & Financing

Physical Users

A Physical Market

International
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. QDR
2 ape

Extend product complex

Investors Investors

® Precious Metals

New

Mainland . Products | International

® Ferrous and Steel Complex

Products

Products

® Trading on LME & HKFE

31



Key Commodities Initiatives

" QD2 a

London-Hong Kong Connect

Investors Investors

® Bring greater Asian participation

e into LME
Mainland . %@‘ International

® Trading and clearing links through
Hong Kong

Products

Products

® |Initial focus on QDII-2/
“Westbound” investors
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Key Commodities Initiatives

B Mainland spot commodity platform

Investors Investors

® Explore creating a spot commodity
trading and financing platform in
Mainland China

Mainland te" International

® Aim to develop and internationalise
China’s commodity benchmarks,
Products & grounded in the physical market

Physical Products
Benchmarks

® HKEX is well placed to fill this gap
in the market:

Trust | Expertise | Commitment



Key Commodities Initiatives

Investors Investors

Mainland “ %?0 International

Products

@DCE Products &

&) SHFE Benchmarks
Z1zcE

Financialise

Connect with onshore exchanges

Cross-listing of commodities
contracts

Internationalisation of Chinese
benchmarks

Ultimate goal of Mutual Market
access
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Commodities - Recap

=i

Forwards

Financialise

Extend product complex

a London-Hong Kong Connect

Mainland

International

n Connect with onshore exchanges

Physicalise

Mainland spot commodity platform
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Our Position in FIC Today

HK: no FIC legacy

b 11
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Our Position in FIC Today

Through our CNH futures and OTC Clear, we have taken the first steps to
position ourselves for the huge potential of RMB internationalisation
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What Will Change?

Market-
oriented RMB SDR inclusion

& rates

On-exchange &

Mainland OTC Clear International

Products

Greater cross-
border FIC
exposures

Bond market
growth
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Key FIC Initiatives

Investors

Mainland

Products

Rates

Investors

International

Products

New benchmark RMB derivatives

Hong Kong uniquely placed to become a
mutual price discovery and risk
management centre for RMB FX and
interest rates

®  Additional RMB currency pairs
®  MOF T-Bond futures

© RMB interest rate products
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Key FIC Initiatives

Investors

Mainland

Products

Investors

Expand suite

of OTC
products

International

\ Products

New OTC Clear products

Cross-border product suite with
Mainland bank membership and
internationally compliant CCP status

Cross-cu rrency swaps

FX deliverables (forwards and swaps)

OTC FX options
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Key FIC Initiatives

Investors

Mainland

Products

Investors

International

\ Products

Bond Connect

Critical to stimulating demand for
RMB FIC derivatives offshore

Institutional market

Electronic trading

Centralised settlement
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FIC- Recap

Investors

Mainland

Products /

Investors

International a

Products

New benchmark RMB derivatives

New OTC Clear products

Bond Connect
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Key Initiatives - Recap

Grow core listing
franchise

Expand mutual
connectivity

Expand our
derivatives suite

Commodities

Extend product

complex n New benchmark RMB
derivatives
London-Hong Kong
Connect a New OTC Clear
products
Mainland spot
commodity platform
B Bond Connect

Connect with onshore
exchanges
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Our Aspirational Goals: The Three Doublings

Equity
Derivatives

DOUBLE DOUBLE DOUBLE
Market share of Equity FICC

cash market derivatives contribution

turnover vs volume to HKEX

Mainland
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What Does it Mean for Hong Kong?
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What does the Mutual Market mean for Hong Kong?

Our success as the Mutual Market linking China with the World depends on maintaining our core
appeal to both groups of investors and issuers

Relevant for China Internationally Attractive

Trust Rule of Law
Same Time Zone International Standards

Cultural Similarities Strong Corporate Governance

First Mover Reliable Market
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What are the main risks to our strategy?

Is our strategy too Mainland centric?

Does Hong Kong have the ability to adapt?

How will HKEX prepare for strategic change?
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Is our strategy too Mainland centric?

POLICY

OPPORTUNITY

CHALLENGES

MARKETS

STRATEGY

Pace of implementation may vary, but we believe overall direction
remains unchanged

Too big to ignore. China will integrate with global markets with or
without Hong Kong

Whether or not we choose to connect, we will not be immune to
the challenges & risks presented by China

Hong Kong needs to adapt to accommodate Mainland
participation, while retaining core values and market structure

Entrench Hong Kong as the Mutual Market of choice across asset
classes for both Chinese and International investors
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Does Hong Kong have the ability to adapt?

Hong Kong’s markets must adapt and evolve quickly to capture transformational new opportunities,

but without compromising our unique qualities

Large-scale arrival of
Mainland Investors

Need for cross-border
risk management

Competition from other
financial centres

Expand liquidity and product
suite in Hong Kong

Capture price discovery opportunities

in Equity, Commodities and FIC

Maintain highest international
standards of market structure
and quality
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How will HKEX prepare for strategic change?

Market enhancements for 2016-18 to keep our markets modern, safe and compliant

MARKET
STRUCTURE

PLATFORM
MODERNISATION

Pre-Trade Position Limits and

Risk Management Hedging Exemptions Portfolio Margining

Off-market
Trade Reporting

Holiday Trading Overseas Company
for Connect Listings

i

Cash Trading Platform Market SUTSEESIEES Cash Clearing Platform
Platform
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Key Drivers of our 2016-18 Strategic Plan

Redeployment of Mainland wealth
into capital markets

3

Rising Mainland outbound capital
markets investment

p

Increasing international participation in
Mainland capital markets

4

Hong Kong’s unique position as a mutual
price discovery venue
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Our Vision

CONNECTING CHINA WITH THE WORLD

Investors Investors

Mainland Commodities International

Products Products

Destination Market

RESHAPING THE GLOBAL MARKET LANDSCAPE
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HKEX Group Website: www.hkexgroup.com

HKEXnews Website: www.hkexnews.hk

Thank you
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Disclaimer

The information contained in this presentation is for general informational purposes only and does not constitute an offer, solicitation, invitation or
recommendation to subscribe for or purchase any securities or other products or to provide any investment advice of any kind. This presentation is not
directed at, and is not intended for distribution to or use by, any person or entity in any jurisdiction or country where such distribution or use would be
contrary to law or regulation or which would subject Hong Kong Exchanges and Clearing Limited (“HKEX”) to any registration requirement within
such jurisdiction or country.

This presentation contains forward-looking statements which are based on the current expectations, estimates, projections, beliefs and assumptions
of HKEX about the businesses and the markets in which it and its subsidiaries operate or aspires to operate in. These forward-looking statements are
not guarantees of future performance and are subject to market risk, uncertainties and factors beyond the control of HKEX. Therefore, actual
outcomes and returns may differ materially from the assumptions made and the statements contained in this presentation. The implementation of
these initiatives is subject to a number of external factors, including government policy, regulatory approval, the behaviour of market participants,
competitive developments and, where relevant, the identification of and successful entry into agreements with potential business partners. As such,
there is no guarantee that the initiatives described herein will be implemented, or that they will be implemented in the form and timeframe described
herein.

Although the information contained in this presentation is obtained or compiled from sources believed to be reliable, HKEX does not guarantee the
accuracy, validity, timeliness or completeness of the information or data for any particular purpose, and shall not accept any responsibility for, or be
liable for, errors, omissions or other inaccuracies in the information or for the consequences thereof. The information set out in this presentation is
provided on an “as is” and “as available” basis and may be amended or changed. It is not a substitute for professional advice which takes account of
your specific circumstances and nothing in this document constitutes legal advice. HKEX shall not be responsible or liable for any loss or damage,
directly or indirectly, arising from the use of or reliance upon any information provided in this presentation.
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