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Group Strategic Vision and Mission
for 2013-2015 @

To build HKEXx into a leading global vertically-integrated multi-asset class exchange...

...and prepare ourselves for the managed but accelerating opening of China’s capital
account

Aim to be the Global Exchange of Choice for our China clients and
our international clients seeking China exposure



HKEX Strategic Plan 2013-2015

Leverage Chinads Capital Account
Global Leadership
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CAPITAL IMPORT
1990 2000 = 2020
Raising Capital Business Strategy
Commercialisation of SOEs m Horizontal integration — multi asset
and Improved Governance classes
Private Enterprise Growth a2 Equity
» Equity Derivatives
Intemational Listings » Fixed Income and Currency
» Commodities
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» Products
Commodity Market Opens » Trading
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» Clearing

Exchange Rate/Interest Rate
Reform Platform & Infrastructure Strategy

m Consolidate
m Connect
m Modernise

Strategic Focus 2013-2015: Mutual Market Access with China + Global Leadership



Global Leadership:

Horizontal Assets Classes + Full Vertical Integration HIK DX
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Overview of Derivatives Market @

Basic Information in Derivatives Market

No. of Futures Broker Participants” 179
No. of Market Makers (Futures & Options)” 29
No. of Stock Options Broker Participants® 91N
No. of Market Makers (Stock Options)* 33
Daily Contract Volume* 532,905

as at the end of February 2014
A 87 OTEPs and 4 OBEPs for stock options
#  figuresin 2013

International ranking of H K E x éqgsity derivatives products in 2013 vs. 2012

FY 2012 Ranking FY 2013 Ranking

Stock Index Futures 10 9
Stock Index Options 12 13
Stock Options 10 10

Note: Rankings are in terms of number of contracts traded
Source: The World Federation of Exchanges (WFE); 2012 and 2013



Average Daily Turnover of Major
Derivatives Products has Increased in @HKEX
2014 vs. 2013
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B HSI Futures B Stock Options B HSI Options B HHI Futures B HHI Options B Mini-HSI Futures @ Mini-HSI Options  ® Mini-HHI Futures

Equity-based products remain the main drivers of the derivatives market
Stock Options is the fastest growing product



Distribution of Exchange Participants
by Origin is Diversified

Asia I

Hong Kong : 91
Mainland China: 34
-i Taiwan : 8
America Europe Japan : 4
USA : 10 UK:9 Australia: 3
Canada: 1 France:5 Malaysia : 3
Netherlands : Singapore: 3
Switzerland : Indonesia: 1 )

Germany : 1

%

4{(1’

No. of No. of
Year HKFE Year HKFE Net change
change

2005 137 2010 179

2006 135 -2 2011 182 +3
2007 140 +5 2012 185 +3
2008 148 +8 2013 179 -6

2009 167 +19 2014 179 unchanged
Feb

HKFE: Hong Kong Futures Exchange



Derivatives Products are
on HKATS

raded
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DEVEI 0N A NASDAQ OMX (on GENIUM platform)

Clearing
Integration through processing)

>

Capacity, and 16,626 order book changes per second

Integrated system (i.e. trading and clearing straight-

A 200,000 order book changes per second; historical peak at

Speed A Average 125 microseconds order processing latency with

central gatewayo0s

centralized ar



H K E x Bxshange Participants by origin
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America
USA : 10
Canada: 1

Asia )

Hong Kong : 94
Mainland China : 32

-; Taiwan : 8
Europe Japan : 4
UK:9 Australia: 3
France: 6 Malaysia : 3

Netherlands : 3
Switzerland : 3
Germany : 1 Y.

Singapore: 3

Indonesia: 1 )

Year No. of Net No. of Net
HKFE EP change HKFE EP change
2005 137 +11 2010 179 +12
2006 135 -2 2011 182 +3
2007 140 +5 2012 185 +3
2008 148 +8 2013 181 -4
May
2009 167 +19

HKFE: Hong Kong Futures Exchange



H K E x Desivatives Products @
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Major Products

. Hang Seng Index Futures
. Mini-Hang Seng Index Futures
. H-Shares Index Futures

. Stock Futures
. RMB Currency Futures
CES 120 Index Futures

. HSI / HSCEI Dividend Point
Index Futures

9. HSI Volatility Index Futures

1
2
3
4. Mini H-Shares Index Futures
5
6
4
8

1. Hang Seng Index Options

2. Mini-Hang Seng Index Options
3. H-Shares Index Options

4,
5
6

Stock Options
H-shares Index Flexible Options
H-shares Index Flexible Options
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Average Daily Volume* Year End Open Interest
Rank | Futures
2013 vs 2012 5 Year CAGR* 2013 vs 2012 5 Year CAGR*
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Index Futures Trading Activities

International Comparison of Equity @

A Average Daily Volume (ADV) of H-shares Index (HHI) futures posted strong growth (32%)
in 2013.

A HSI futures and HHI futures growth outperformed most major overseas index futures

A HHI futures has strong 5-year ADV CAGR of 11%, compared to other major stock index
futures markets.

|

2 N225 Futures 70% 4% 11% 5%

3 HHI Futures 32% 11% 20% 24%

4 HSI Futures -3% -1% -23% 9% J
5 E-mini S&P 500 Futures -5% -4% 1% 3%

6 S&P 500 Futures -17% -17% -23% -15%

7 Euro Stoxx 50 Futures -18% -5% 2% 6%

8 Kospi 200 Futures -21% -10% 3% 2%
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Comparison of Equity Index Products

within HKEX

VS

2013 ADV 2012 5Y CAGR
HSI futures -3.2% -0.9%
MHI futures -7.5% -3.0%
HSI Index Options -6.2% 10.2%
HHI futures 31.9% 11.3%
MCH futures 45.2% 23.4%
HHI Index Options 28.2% 32.9%
2013 Dec Ol vs 2012 5Y CAGR
HSI futures -23.0% 9.4%
MHI futures -12.1% 5.6%
HSI Index Options -33.6% -0.3%
HHI futures 19.6% 24.0%
MCH futures 58.5% 37.2%
HHI Index Options 45.7% 47.2%

Source: HKEx
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Average Daily Volume (Contracts)

89,233
82,905 85,538
80,247
i 71,404
] 64,863
2009 2010 2011 2012 2013 2014~
® Hang Seng Index Futures (HSI) = H-shares Index Futures (HHI)
* 2014 data are updated to 4 March, 2014.
Month End Open Interest (Contracts)
220,718
102,929
§2388238883882388238¢
2009 2010 2011 2012 2013 4

e Hang Seng Index Futures (HSI) e H-shares Index Futures (HHI)

* 2014 data are updated to 28 February, 2014. 12



International Comparison of Index

Volatility
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Money goes after more volatile markets:

A HHI are the most volatile index by the end of 2013
A Significant increase in ADV in 2013 vs 2012: +32%

A Increase in Ol in 2013 vs 2012: +20%

2013 Index Intraday Price Range

3.5% - Comparison

3.0% -

2.5% - e v

2.0% -

1.5% -

1.0% -

0.5% -

0.0% T T T T T T T T T T T ]

Jan Feb Mar Apr May Jun Jul Oct Sep Oct Nov Dec

------ S&P 500 Index Hang Seng Index Nikkei 225 Index
------ Euro Stoxx 50 Index — e H-shares Index e e Kospi 200 Index
""" FTSE A50 Index

* Intraday price range is calculated as (Day High i Day Low) /
Average of Day High and Day Low.
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Source: Bloomberg
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Tradi ng

U ADV of HSI futures and HHI futures in notional terms are 4 times the underlying
turnover

Ratio of Futures Volume (Notional) vs Underlying Turnover
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Open Interest Compared to Underlying
Cash Market

U Rati o of HHI futureso open interest to u

Ratio of Ol (Notional) vs Underlying Market Capitalization

3.5%

3.0%

N
2.0% A/\/\ / /
1.5% /\

ya i A ~ /N o

0.5%

0.0%

CO S S >2Cc S50 >0cossS>Ncs50aQf3>20caoss>cs500>20caossS>cs5 00 >0caossS>cs0ahn >0

S 2w = -] S 2T = LoD ST = LD D S 23 = LD O S oQm = Lo 0

SPs<23°2802488P=s<23°2F03888=<23°2H0288P=<23"2H0288P=s<23~2H0=248
2009 2010 2011 2012 2013

=—=HS| ==———HSCEI

15



Derivatives Market Highlights:
HSI & HSCEI Dividend Futures
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Average Daily Volume 838 687 -18.0%
Open Interest (end Oct) 50,848 55,674 +9.5%
HSI Dividend Point Index Futures HSCEI Dividend Point Index Futures
ADV vs Ol ADV vs Ol
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*Market Makers: BNP Paribas, Goldman Sachs and SG Securities
Dividend trading takes off as more buy-and-hold-type investors enter the market
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Derivatives Market Highlights:
HSI Volatility Index (VHSI) Futures @

Equity Volatility as an Asset Class
- VHSIFutureswas Asiab6s first |isted product for pujre
- The product of choice for managing volatility risk of the market

- Market participants still mostly limited to sophisticated investors

_ N Market Makers
I Launched on l HSI Voltility Index Futures ADV vs Ol _
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HKEX is well positioned to product innovation to meet evolving trading demand
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Stock Options Revamp
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Changing Market Environment

A The market has growing interest in option linked products versus
caution about counterparty risk (even between banks / corporates)

A More stringent regulatory environment has led to increased demand for
higher product and price transparency

A Sales procedures for investment products are getting more complicated

18



Key Objectives of the Revamp

HEKEx
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1. Reduce Trading Fee <

2. Increase Price Visibility <

3. Enhance Tradability

> Improve Micro-infrastructure

19



HKEx
FERA

Introduction of Primary Market
Maker Programme (PMM) @

A Expand coverage of stock options price quotation

A PMM scheme
- 5 PMM permits in each eligible classes maximum

- Applicable to 10 selected classes

" CQMM RMM PMM Enhancement
S U Series Covered 24 120 5 Times

©

5] U Provision Time 50% > 80% Up 60%
o

Ol 4 Response Rate 50% > 80% Up 60%

20
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Introduction of 4" Expiry Month @HKE

i Introduction of 4t" Expiry Month

A Expanding contract selection to 7 expiry months

A To ensure availability of at least 3-month maturity for trading
(which is common in OTC market)

Stock Option
Class
- = l— Gal=)
JUL SEP DEC MAR
I 1st Qtr

Current: Spot 2 2nd Qtr 3rd Qtr

New Addition: 4th

21
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Reduce Minimum Trading Spread @HKEX

u Reduce Minimum Trading Spread

A To improve trading efficiency in terms of spread cost

A Reduce minimum trading spreads to 1/1000 dollar ($0.001) for
selected options with low-priced underlying stocks

Underlying  Option Price Spread Spread %
Price (5% premium)
HSBC $80 $4.00 $0.01 0.25%
Bank of China $4 $0.20 $0.01 5.00%
Sl S@iGIEy $0.20 $0.001 0.50%

(After Reduction)
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Price Dissemination Promotion @HKEX

Promotion Scheme

HKEXx waived subscriber fee of top price level for real time stock option
prices* for one year

Benefit

A Brokers: Ability to expand customer base by freely disseminating
stock option prices on corporate websites through
HKEX licensed information vendor

A Investors: To view market data for free and more easily on

broker or information vendor website

*top price level provided on a snapshot basis (including bid/ask price and volume, high/low, traded price and volume)
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Relaxing Position Limit in Stock Options
Market @

OTC trades will be captured by exchange-traded market that

efrnEln Fremelal would increase market transparency

- A Listed products can be monitored by regulatory bodies more easily
market stability A Reduce the OTC counterparty risk through central clearing
A Facilitate institutional risk management need
Improve HK
competitiveness A Compete with US market for HK listed stock options business
as a financial A Cater for growing institutional demand

center

A Attract overseas institutions to use HK services for trading and clearing
A More job opportunities will be provided

24



