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Why TSF? i

Develop a sustainable trading model
for RMB Equity

not completely dependent upon
availability of RMB liquidity




HKEx

The major design principles of TSF il

Confined to offshore e Only utilize offshore RMB
RMB » At least for the initial stage

* Follow existing RMB policy framework

* No need to seek approval from Mainland
authorities and policy exemption from HKMA

EXxisting policy,
firamework

« Avoid abuse

CNHImarkesiniact « Minimize stress on CNH market

e Support trading of RMB equity
* Not to engage in simply FX business
» Therefore a facility, not a business

Focus on core

objectives




How does the TSF work? LI

Offshore RMB (CNH)
Investors Key Features
Custodian

Re-cycle

OpeER(hurepbenal)
te  allFrekers)/.
custodians

2 )

Committed in size,

: but commercially-
HKD Investors priced

* Subject to regulatory approval 6



9 Operation Flow



Eligible
Securities and
Participants

Indicate in trade
order whether it
should go
through TSF

DifEren =X
[FELESHION;
meninerand
cifrernle o)
aeinge
sessions

For TSF Eligible Securities only
For TSF Eligible Participants only

Lists of TSF Eligible Participants and TSF Eligible Securities will be published on
the HKEx website

Only for Trades automatically struck through the AMS/3 (i.e. auto-matched trades)

TSF Eligible Participants who want to buy or sell through the TSF should input
“TSF” in the existing Reference field of the respective trade orders

Irrevocable once the TSF trades are matched in AMS/3

TSF exchange rates will be published on the HKEx website

Indicative For morning session: around 9:30 a.m.
For afternoon session: before 1:00 p.m.

Final For TSF trades concluded in the morning session: around 12:45 p.m.
For TSF trades concluded in the afternoon session: around 4:45 p.m.

HKD equivalent will be calculated based on the respective Final TSF exchange
rates provided by the TSF partner bank(s)




How to request for TSF LI
Indicate in AMS orders on T-day

Ceiling/Floor
FX rates for
respective
trading
session

TSF
trades
committed
Final FX

upon
: ; order rates L
Trading Session FX positions for

matching available
EE— TSE —_— TSF trades

Brokers input “TSF”
for orders that will
UsE TSIE

Morning  celgtior
rnin eiling/Floor .
T . 4 Fine e

session. 9:00am — 12:00noon
TSF orders
Afternoon _ 1:00pm 1:30pm — 4:00pm 4:45pm
. Ceiling/Floo Final EX
Session: EXrates TSF orders inal FX rate




CNS process remains unchanged FiAI
— CNS positions include all trades

A Broker’s trades

Trades not using
TSE

[reicles Usiple] TSE
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FX to settle on a net basis HKE
Share earmarking on a per stock basis

Brokers receive IISE Confirmation Report firem CCASS
Ry I-day: Gpm el reconciliation

e Calculate HKD equivalent of each TSF trade by applying
buy/sell (morning/afternoon) rates

* Net off to one FX position

2 PES @
IISE
PESIIENS
o each
Broker

* One net position for each TSF Eligible Security:
Multiple « Receiving position:
Share transfer shares from Clearing A/C (01) to TSF A/C (18)

franster « Delivering position:
transfer shares from TSF A/C (18) to Clearing A/C (01)
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FX settlement and share earmarking HIKE
In CCASS

o CCASS
Eg. Purchase securities via TSF

TSF Process 1
HKD

RMB

Instruct Input TSF

broker to orders in TSF Process 2 Broxer RMB
input TSF AMS/3 . '
orders 01 — Clearing A/C

_ Shares
St —EED— I
— TSF

shares

New TSF Processes :
1. FX settlement ® Via RTGS/bank transfer
2. Share earmarking / ® Designate stock segregated account “TSF Account” (18) to hold

de-earmarking earmarked shares
® Automatically transferred between TSF Account (18) and Clearing

Account (01)
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Handling of Corporate Actions (CA) FR
— Largely the same, with flexibility

Consolidation /

Splitting « Unchanged — convert at each stock account

 Unchanged - distribute to Entitlement A/C (02)

Other CA such as
Bonus Shares / * Additional flexibility — TSF Participant can request

Scrip Dividends to transfer part of or all its TSF entitlement shares
to TSF A/C (18) by form submission
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e How to Participate
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Participating in TSF requires 3145
back-office capabilities

Brokers should ensure their trading system and back office system
are ableto......

Handle TSF orders / trades

Segregate TSF shares

Handle TSF Money Settlement

e.g. calculate TSF payment for each client

Reflect TSF information in client statements
e.g. TSF trades, including the respective exchange rates

* Subject to further SFC requirements
15



How to become TSF Eligible Participants @%&%ﬁ

Adequate _ _
Internal * Able to differentiate earmarked TSF shares

Control

e Successful completion of system test(s) prescribed
System Test by SEHK and/or HKSCC as proof of system
and readiness to conduct and/or clear TSF trades

Declaration : : :
» Brokers are required to declare their readiness to

handle TSF trades

Non Clearing

(T\Iegg():'t%agé * NCP need to have clearing arrangement with a TSF

supported by Eligible General Clearing Participant (GCP)
Eligible GCP

* Subject to approval & further requirements from SFC
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° Implementation
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Implementation Schedule (High-level) b

Time Event
May 2011 2"d round briefing
June 2011 Admission Start
3Q/4Q 2011 System Test
3Q/4Q 2011 Launch of TSF

* Subject to approval from SFC
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More TSF information on the website sk

Visit TSF Web Corner (to be available in May 2011) at

Home
» Market Operations
» Securities Trading Infrastructure
> Preparation for applying RMB Equity Trading Support Facility (TSF)

Content:
Model and mechanism of TSF
FAQ
Checklist for SEHK & HKSCC participants
Circulars (regarding admission, readiness, seminars, etc...)
Other reference: e.g. briefing materials, sample reports
List of TSF Eligible Securities / Participants (later stage)
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Questio Answers



