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Disclaimer

The information contained in this document 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 or service
of any kind. This document 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 document 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. These forward-looking statements
are not guarantees of future performance and are subject to market risk, uncertainties and factors beyond the control of HKEX. There is
also no guarantee that the strategies or plans contained in this document will be effective or implemented. Therefore, actual outcomes
and returns may differ materially from the assumptions made and the statements contained in this document.

Where this document refers to Shanghai-Hong Kong Stock Connect and/or Shenzhen-Hong Kong Stock Connect (together, the “Stock
Connect” programs), please note that currently, access to northbound trading is only available to intermediaries licensed or regulated in
Hong Kong; southbound trading is only available to intermediaries licensed or regulated in Mainland China. Direct access to the Stock
Connect is not available outside Hong Kong and Mainland China.

Although the information contained in this document 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 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. 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 document.
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What Have We Achieved So Far?

‘ Expanded our asset class reach
a Created mutual market access channels
a Enhanced market microstructure and efficiency

G Continued to build and upgrade systems and platforms




Is Our Strategy Working? Yes & No
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Is Our Strategy Working? Yes & No

m Futures = Options
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LISTING




Listing

Robust IPO Market...

/ #1 IPO funds raised in 2016 \ /— #1 in 5 of the last 8 years \
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HKEX Shanghai NYSE #5
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Listing
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Geographic Concentration

79%

from Mainland
and Hong Kong

But...

)

(based on 2010-16 IPO funds raised)

s
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Small Cap Concentration -

57%

% of IPOs with market cap
less than US$100mil
(2016)

Sector Concentration
' )

61%

are financials and

consumer goods
(based on 2010-16 IPO funds raised)

. s

I Lack of New Economy Companies N

2%

are internet, biotech and
technology companies

(vs 24% in US and 11% in Shenzhen)
(based on 2010-16 IPO funds raised)

. s
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Listing
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_WHAT’S NEXT?

Listing Consultation

GEM Review

New Board

1"



Listing Consultation

m The joint consultation ended on 18 November 2016 after a 2-month extension

m SFC and HKEX are considering and analysing all submissions carefully

X .



GEM Review

KEY AREAS

« Optional placing-only offering mechanism and minimum
shareholders requirement

* Entry Requirements

* Transfer (to Main Board) Mechanism

There is also an ongoing holistic review of regulations in connection with listed
company activities across both the Main Board and GEM, including:

Backdoor listing

Fund raising

Handling of long suspended companies
De-listing

All the above initiatives are led by the Exchange’s Listing Committee
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New Board

THE THREE KEY QUESTIONS

Q1

TARGET USERS WHAT Do WE HAVE IN MIND?
@ * Multinational issuers
« ASEAN / “Belt-and-Road” issuers
INTERNATIONAL
COMPANIES

SME / early-stage issuers

EMERGING
COMPANIES

Weighted voting rights issuers

ComPANIES WITH
NON STANDARD VOTING
STRUCTURES
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New Board

THE THREE KEY QUESTIONS Q2

TARGET USERS

&

INTERNATIONAL
COMPANIES

EMERGING
COMPANIES

ComPANIES WITH
NON STANDARD VOTING
STRUCTURES

WHAT’S NEEDED TO ATTRACT THEM? ¢

More flexibility under the Joint Policy Statement
regarding the listing of overseas companies

Reduced financial hurdles
Lower ongoing compliance costs

Possibility of weighted voting rights structures in the
context of a New Board
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New Board

THE THREE KEY QUESTIONS

Q3

WHAT ARE THE KEY CONSIDERATIONS? e

Which investors should be eligible?

Appropriate initial offering requirements?

Appropriate ongoing listing obligations?

Role of the sponsor?

More stringent de-listing regime?
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Connect

NARROW , BROAD
ACCESS - ACCESS
BUT
Modest
=B ‘ N s volumes
e B B E B
SHANGHAI CONNECT SHENZHEN CONNECT What Wi” be key

THE BUILDING
BLOCKS 0 Alignment of Trading Hours
FOR CONNECT

a RMB Readiness
e Build Connect Infrastructure
° Regulatory Cooperation

drivers for growth?
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Connect

_WHAT’S NEXT?

Stock Connect Extension
gy ETFs, listed bonds, holiday trading, SBL, efc.

v Primary Connect

Cross-border fund raising

Bond Connect

Cross-border access to interbank bond market

Commodities
London — HK — Mainland China
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Products

P
i

CLIENT DRIVERS

EQuITY

Portfolio diversification and
risk management

C

Hedging fluctuating
currency and rates

COMMODITIES

Benchmarks and
hedging price risk

HKE X

DIVERSIFICATION OF

HKEX GROUP REVENUE
) )
2012 ;Tgfg

61%

42%

Trading and Clearing Fee Revenue
Generated from Derivatives

BUT

New products
take time to build liquidity

Mainland investors
take time to mature and
arrive here

RMB / rates risk
management needs
take time to grow
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Products
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_WHAT’s NEXT?

ETFs

» Leveraged & Inverse product scope expansion
 Revamp market making programme

Equity Derivatives
» A-shares futures
« Weekly index options

FIC

* Ministry of Finance Treasury Bond futures
* More RMB products
 OTC Clear — expand service offering

Commodities

* Gold futures (HK)

* Iron ore futures (HK)

* Precious and ferrous products (LME)
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PLATFORMS




Platf
atforms WHAT’S NEXT?

® .
THE CLIENT FACING UPGRADE THE ENGINE NEW OPPORTUNITIES
Orion Trading Platform (Cash) Private Market
Hong Kon FOUNDATION SYSTEMS Plat
9 g Data centre Orion Market Data Nlc\alxt tng. Dg/vat./ve.; fl;tform
Hosting services Orion Central Gateway ext Gen. Llearing Fiatiorm

New Securities Trading Device

ENHANCE BuiLD SERVICE EXTENSION NEw OPPORTUNITIES
LME LME CLEAR Precious products OTC Clearing
London Ferrous products

MARKET DATA MAINLAND NEW VENTURE PoLicy CHANGE

Hus TECHNOLOGY Qianhai spot LME Warehousing
CENTRE commodities platform

Mainland
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Key to Our Success: CONVICTION, DETERMINATION and PATIENCE

We will pursue our mission to build full asset class capabilities

We built Stock Connect as a long-term structural support for that vision

X

We will not be deterred by subdued market performance in securities &
commodities markets

Our aspiration to become a Derivatives Powerhouse has already begun
to bear fruit:

v 14% increase in total futures turnover vs 2015

v Turnover of USD/CNH futures more than doubled

v 75% increase in AHFT full year turnover vs previous high in 2015

We will continue to invest and transform our market to capture
these opportunities in 2017

25



Key to Our Success: CONVICTION, DETERMINATION and PATIENCE

X

Each step may be small, but together they represent a giant leap
forward for HKEX and the Hong Kong financial market in the future.
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