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The Designated Specialist (DS) programme permits liquidity
providers who are not Exchange Participants (EPs) to take part
in Exchange Traded Product (ETP) market making activities in
Hong Kong. The DS programme opens up opportunities for
liquidity providers to tap the potential in Asia ETF marketplace.

What is the DS programme?

e The programme targets non-EPs who want to provide liquidity in Hong Kong’s ETP market.

e Al ETPs, including Exchange Traded Funds (ETFs) and Leveraged and Inverse Products (L&l Products) listed on
HKEX are eligible.

What are the entitlements?

DS are rewarded with compelling benefits for providing market liquidity, including:
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Who is eligible?

To qualify as a DS, an applicant must satisfy at least one of the following criteria:
e Maintain a paid-up capital of at least HK$50 million and shareholders’ funds of at least HK$100 million

e Belicensed by or registered with the Securities and Futures Commission (SFC) for Type 1 or Type 2 regulated activity
under the Securities and Futures Ordinance, or be licensed or registered for similar activity by an overseas authority
having a memorandum of understanding with SFC

e Bealicensed bank regulated by an authority acceptable to The Stock Exchange of Hong Kong Limited (SEHK)

e Maintain a current long-term credit rating of A- or above (Standard & Poor’s) or A3 or above (Moody’s)

What are the market making obligations?

ETP market makers are required to enter two-sided quotes within the applicable market maker
obligations based on an ETP’s grouping, as set out below:

Grouping
N
1. The maximum spread of two-sided market making orders entered by a Market Maker
into the System (in percentage) 0407 e 2dE
2. The minimum quote size of market making orders that are within the HKD $200,000 $200,000 $100,000
maximum spread (per side)
RMB $170,000 $170,000 $85,000
uUsD $25,000 $25,000 $12,500
3. The minimum period of time for which a Market Maker shall maintain a market making
. P . 1 second
order after initially entering it into the system (in seconds)
4. The minimum participation rate of a Market Maker per trading day (in percentage) 80%
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What is the Hong Kong ETP opportunity?

ETP product diversity

Hong Kong Equity Mainland China Equity Overseas Equity L&l Products

Commodities

(Gold, Oil and Iron) Fixed Income Money Market

Megatrends

Did you know?

e DSs are subject to the same entitlements and obligations as Securities Market Makers (SMMs) on HKEX
e AnEP can register one or more DS for an ETP counter
e A DS can be registered by more than one EP only for different ETP counters

* An EP may apply to make market on the same ETP counter as its registered DS

For further details of market making obligations, please refer to our ETP market makers webpage
or contact us at ETFs@hkex.com.hk.

Disclaimer

The information contained in this document is for general informational purposes only and does not constitute an offer, solicitation, inducement, invitation or
recommendation to subscribe for, buy or sell any securities, futures and options contracts, or other products or to provide any investment advice or service of
any kind. This document is solely intended for distribution to and use by professional investors. This document is not directed at, and is not intended for
distribution to or use by, any person 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”), The Stock Exchange of Hong Kong Limited (“SEHK”), Hong Kong Futures Exchange Limited
(“HKFE”), or any of their affiliates, or any of the companies that they operate (together, the “Entities”, each an “Entity”), to any registration or licensing
requirement within such jurisdiction or country. No part of this document may be regarded as creating any obligation on the part of any of the Entities. Rights
and obligations with regard to the trading, clearing and settlement of any securities, futures or options contracts effected on SEHK or HKFE shall be subject
to the applicable rules of SEHK and HKFE and the relevant clearing house, as well as the applicable laws, rules and regulations of Hong Kong and other
relevant jurisdictions. Although the information contained in this document is obtained or compiled from sources believed to be reliable, none of the Entities
guarantee the accuracy, validity, timeliness or completeness of the information or data for any particular purpose, and the Entities 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
document 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. None of the Entities shall 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 document.
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https://www.hkex.com.hk/Products/Securities/Exchange-Traded-Products/Market-Makers/Overview?sc_lang=en

