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Introduction

1 This document outlines the methodology of the HKEX Semiconductor Index (“HKEX SEMI”).

2 The HKEX SEMI is designed to measures the performance of the largest 30 semiconductor-
related companies listed on the Main Board of the Stock Exchange of Hong Kong.

3 HKEX SEMI is developed and owned by Hong Kong Exchanges and Clearing Limited (“HKEX”)

and calculated by Solactive AG (the “Index Calculation Agent”) in accordance with this
methodology.

4 Index base date is 31 December 2020 and the base value is 10,000. The launch date of HKEX
SEMI is 21 Oct 2026.

Index Construction

Universe

1 The universe for HKEX SEMI includes securities listed on the Main Board of the Stock
Exchange of Hong Kong. Investment Companies listed under Chapter 21 of HKEX'’s Listing
Rules are excluded.

Constituent Eligibility Requirements

1 Secuirity is eligible for selection if it fulfills all the criteria below:

* Industry Requirement

Companies classified within, or demonstrating material revenue exposure to, the following
sub-sectors under the Revere Business Industry Classification System (“RBICS”):

Company Type Sub-Sector Code | Sub-Sector
Semiconductors- 551020 Semiconductor Manufacturing
focused Securities | 551030 Semiconductor Equipment and Services
Supplementary 551010 EIectronic? C(_)mponen_ts
Securities 551515 Communications Equipment
551520 Computer Hardware and Storage

Existing constituents will remain eligible if at least 30% of their revenue is attributable to an
eligible RBICS sub-sector.

» Listing History Requirement
Non-constituent securities must have been listed for at least three months. If a company is

listed in both the China A-share market and the Hong Kong market, the earlier listing date
of the two will be used.



The listing history requirement will be assessed as of the implementation date.
Liquidity Requirement
Securities must:

e rank within the top 80% shares by average daily turnover over the past twelve
months within the universe; and

o have an average daily turnover of at least HKD 20 million over the past six months,
with no more than two of those months recording a monthly average daily turnover
below HKD 20 million.

For securities with a trading history shorter than the above observation period, the
assessment is based on the available trading history only.

Shareholding Concentration

Companies with high shareholding concentration’ are ineligible for inclusion.

Constituent Selection

Market Capitalisation Rank

1 Eligible securities are ranked in descending order by their average daily market capitalisation
over the past 12 months. For securities listed for less than 12 months, the average daily market
capitalisation is calculated from the listing date. The constituents will be selected in accordance
with the following rules:

The top 30 Semiconductors-focused Securities with the highest market capitalisation will
be selected as index constituents.

If fewer than 30 Semiconductors-focused Securities are available, all eligible securities will
be included. Additional eligible Supplementary Securities with the highest market
capitalisation will then be added until the number of constituents reaches 30.

2 If fewer than 30 eligible securities are available, all eligible securities will be included.

Regular Review and Constituent Changes

Quarterly Index Review

1 HKEX SEMI is reviewed quarterly, with all changes generally implemented after market close
on the second Friday of March, June, September and December, and becoming effective on

1 According to the announcement published by the Hong Kong Securities and Futures Commission (SFC) from time to time on the website: https://www.sfc.hk/en/News-and-announcements/High-
shareholding-concentration-announcements (as of the date of the guideline).
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the following trading day. The data cut-off dates for index review are the last trading day of
January, April, July and October, respectively. The results of the index review are generally
announced two weeks prior to the effective date.

Buffer Zone Arrangement

Existing constituents ranked below 36" will be removed from the index, while non-constituents
ranked 24" or above will be added. Stocks will be added to or removed from the index to
maintain the number of constituents at 30.

If fewer than 30 eligible Semiconductors-focused Securities are available, eligible
Supplementary Securities will be added based on the buffer rule? until the number of
constituents reaches 30.

Ad Hoc Changes

1

In the event of other corporate actions, the index will be adjusted in accordance with the
corresponding guideline’.

Index Weighting and Rebalancing

1

Constituents are weighted by free-float adjusted market capitalisation. Semiconductor-focused
constituents are subject to a 10% cap at individual security level. Supplementary constituents
are subject to a 3% cap at individual security level.

Index recapping and rebalancing is conducted quarterly in March, June, September and
December, with all changes generally implemented after market close on the second Friday of
the month and becoming effective on the following trading day. The cutoff date for prices used
for the recapping and rebalancing is generally the Monday preceding the implementation date.

Index Calculation

Index Calculation Formula®
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Divisor

The Divisor is a mathematical factor defined at the inception of the Index. The Divisor is
adjusted subject to corporate actions and index rebalancing®.

2 Existing constituents ranked below N x 1.2 (rounded up) will be removed, while non existing constituents ranked at or above N x 0.8 (rounded down) will be included, where N represents the

number of supplementary companies required to reach the constituent count of 30.

3 It is recommended to be read together with Solactive’s Equity Index Methodology: https://www.solactive.com/documents/equity-index-methodology/


https://www.solactive.com/documents/equity-index-methodology/

Total Return Index and Net Total Return Index are also calculated. The Total Return Index
seeks to replicate the overall return of a portfolio that tracks the underlying price index,
assuming that all cash dividends are reinvested back into the index. The Net Total Return Index
considers reinvestments of all cash dividends after deducting the withholding tax. All cash
dividends are applied across the overall index by changing the Divisor.

Index Policies

1

HKEX SEMI is overseen by the Index Oversight Committee (the “Committee”), which includes
members of HKEX and the Index Calculation Agent. The Committee is responsible for
overseeing index maintenance and ensuring the index is operated in strict adherence to the
index methodology. In addition, the Committee is responsible for reviewing the index design
and methodology, as well as endorsing any changes made to the index methodology.

HKEX reviews the methodology at least on an annual basis to ensure HKEX SEMI continues
to best reflect the stated aims. All changes to the methodology are subject to the approval of
the Committee. The methodology may also be amended or supplemented from time to time as
appropriate in response to market development. HKEX will announce the proposed changes
as soon as practicable to the market prior to implementation.

The Committee reserves the right, under exceptional circumstances, to recommend, review
and endorse actions that deviate from the methodology if deemed necessary.

The Index Calculation Agent calculates and maintains the index in accordance with its general
index policies 4 on error correction, market disruption events, index terminations and
methodology changes with the adaption that references to the “Index Committee” contained in
these policies shall be understood as references to the Committee referred to in paragraph 1
of this section “Index Policies”.

4 The Correction Policy, Disruption Policy, Termination Policy and Methodology Policy of the Index Calculation Agent are available on the Index Calculation Agent's website:

https.//www.solactive.com/documents/



Dissemination

1 HKEX SEMI is calculated in real time and disseminated approximately every 15 seconds
during each trading day of the Stock Exchange of Hong Kong.

2 Vendor Codes:

Type Index Name Index Code
HKEX Semiconductor Index HKEXSEMI
Price Index HKEX Semiconductor Index (CNY) HKEXSER
HKEX Semiconductor Index (USD) HKEXSEU
HKEX Semiconductor Total Return Index HKEXSET
Total Return )
Ind HKEX Semiconductor Total Return Index (CNY) HKEXSETR
ndex
HKEX Semiconductor Total Return Index (USD) HKEXSETU
HKEX Semiconductor Net Total Return Index HKEXSEN
Net Total

HKEX Semiconductor Net Total Return Index (CNY) HKEXSENR
HKEX Semiconductor Net Total Return Index (USD) HKEXSENU

Return Index

The index value is published on the HKEX website and is also available through Bloomberg
and Refinitiv and other major data vendors.

Any publication in relation to the index (e.g., notices, amendments to the index methodology)
will be available on the HKEX website.



Disclaimer

This document and any information contained herein (“Information”) is for informational purpose only
and may not be used for any other purpose. Without limitation to the foregoing, the Information or
any data or values relating thereto may not be used to create derivative works or to verify or correct
other data or information including without limitation to create risk models, analytics, or to issue or
offer any financial products whether based on, linked to, tracks or otherwise derived from the
Information or any data or values relating thereto. This document is the exclusive property of HKEX
Indices and Benchmarks Limited (“HKEX-IB”). Information may be changed from time to time without
notice. To the maximum extent permitted by law, although the Information is obtained or compiled
from sources believed to be reliable, none of HKEX-IB or its affiliates makes any claim, prediction,
warranty, guarantee, assurance or representation in any way with respect to (i) any Information or
any data or values relating thereto or results to be obtained therefrom including without limitation as
to its accuracy, quality, validity, timeliness, completeness, reliability, merchantability, fitness for any
particular purpose; and (ii) any financial instrument that references the Information. To the maximum
extent permitted by law, none of HKEX-IB or its affiliates accepts any liability (whether in tort or
contract or otherwise) whatsoever to any person for any damage or loss of any nature, directly or
indirectly, arising from or as a result of use or reliance on any Information or any data or values
relating thereto, or any delays, errors or omissions in any Information or any data or values relating
thereto. Indices cannot be invested in directly. Inclusion of an asset in an index is not a
recommendation or an advice to buy, sell or hold that asset, and any financial instrument that is
referencing the Index is not sponsored, endorsed, promoted, sold or supported by HKEX-IB.
Prospective investors should also note that value of securities and investments can go down as well
as up, back-tested performance is not actual performance and past performance is not necessarily
indicative of future performance. The Information does not constitute an advice, offer, solicitation,
inducement, invitation or recommendation to subscribe for, buy or sell securities, futures and options
contracts, or other products or to provide any investment advice or service of any kind. Investment
involves risks. Prospective investors should seek independent investment, financial, legal or
professional advice to ensure that any of their decisions is made with regard to their own investment
objectives, financial circumstances and other particular needs. Investors shall be fully responsible
for any loss or profits resulting from their investment decision.

The intellectual property rights in this document remain the exclusive property of HKEX-IB. Without
prior written permission of HKEX-IB, no part of this document may be reprinted, reproduced,
published, redistributed or used to create any derivative work or in any way other than expressly
permitted herein. All rights reserved.

Solactive’s disclaimer

Solactive AG (“Solactive”) is the calculation agent of HKEX Semiconductor Index (the “Index”). Any
financial instrument that is referencing the Index is not sponsored, endorsed, promoted, sold or
supported by Solactive in any way and Solactive makes no express or implied representation,
guarantee or assurance with regard to: (a) the advisability in investing in the financial instruments;
(b) the quality, accuracy and/or completeness of the Index; and/or (c) the results obtained or to be
obtained by any person or entity from the use of the Index. Solactive does not guarantee the
accuracy and/or the completeness of the Index and shall not have any liability for any errors or
omissions with respect thereto.



Contact Information

HKEX Indices and Benchmarks Limited
8/F, Two Exchange Square

8 Connaught Place, Central, Hong Kong
www.hkex.com.hk

indices@hkex.com.hk
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T +852 2522 1122
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