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Important Information

The information contained in this document is for general informational purposes only and does not constitute an
offer, solicitation or recommendation to buy or sell any securities 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”), The Stock Exchange of Hong Kong Limited (“SEHK”), Hong
Kong Securities Clearing Company Limited (“HKSCC”), Shenzhen Stock Exchange (“SZSE”), Shanghai Stock
Exchange (“SSE”) and China Securities Depository and Clearing Corporation Limited (“ChinaClear”) (together, the
“Entities”, each an “Entity”), or any of their affiliates, or any of the companies that they operate, to any registration
requirement within such jurisdiction or country.

No section or clause in 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 effected on the SZSE, SSE
and SEHK, including through the Shenzhen-Hong Kong Stock Connect or the Shanghai-Hong Kong Stock Connect
(together “Stock Connect”), shall depend solely on the applicable rules of the relevant exchanges and clearing
houses, as well as the applicable laws, rules and regulations of Mainland China and Hong Kong.

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 and the companies that they operate 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 in the
course of implementation of Stock Connect. It is not a substitute for professional advice which takes account of your
specific circumstances and nothing in this document constitutes legal advice. HKEX and its subsidiaries 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 or the presentation given.
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Expansion and Extension
Journey to a more Comprehensive Mutual Market

CROSS-BORDER ACCESS
PLATFORM

Investors Investors

Products Products

DESTINATION MARKET

Connecting the markets, moving into the future

The most effective
cross-border
market access
platform...

...and a unique
destination market
for products with
both Chinese and
international
relevance...

...across three
major asset classes



Overview

Estimated data as of end July 2016

v' ~880 stocks for SZ Northbound covering:

= Constituents of SZSE Component & SZSE Small/Mid Cap Innovation indexes with a market

Sh en Zh en capitalization of at least RMB 6 bn, and SZSE-SEHK A+H shares

Northbound = Main board: ~270, SME board: ~410, ChiNext board: ~200

Connect v ChiNext open to institutional professional investors initially

v Daily Quota: RMB 13 bn

v’ ~417 stocks (vs. 318 stocks for SH Southbound) for SZ Southbound, adding:
Shenzhen

g th b d = Constituents of Hang Seng SmallCap Index with a market capitalization of at least HKD 5 bn?
o oun and SZSE-SEHK A+H shares to the existing eligible stocks

Connect v Daily Quota: RMB 10.5 bn

Aggregate Quota abolished

Shanghai +
Shenzhen

ETFs to be included but roll-out planned in 2017

SH Connect otherwise remains unchanged

Launch of SZ-HK Connect is expected in ~4 months

capitalization over certain preceding period prior to the Joint Announcement. Subject to regulatory approval, details will be

x 1. For inclusion as eligible stocks, market capitalization of a company will be calculated based on its average market 5
announced prior to the launch of SZ-HK Stock Connect



Connect with Shanghai and Shenzhen

CSRC

‘ Mainland investors

SSE/SZSE Members & ChinaClear Participants

ChinaClear SH ChinaClear SZ
SH A Shares SZ A Shares
Eligible Shares Eligible Shares
s
i
o
(=}
Bl --Lott - - - - OBz
= Routing Routing
o X
5 £
N ﬁ
g 2 | .
@ = b Eligible Shares* p
8 HK Shares

Clearing Link

UO!lEJedOOQ luswsadiojuz

H
O
N
G
K
O
N
€

HK & Overseas investors

SFC

Enlarged and enhanced Connect ecosystem

x * Eligible shares for the Shanghai & Shenzhen Southbound links are different
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Key Features of Shanghai & Shenzhen Connect

Estimated data as of end July 2016
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No.
Eligible
Stocks Mkt Cap
ADT
Agg. Quota
Quota
Dly. Quota
Investors Eligibility
No.
Eligible
Stocks Mkt Cap
ADT
Agg. Quota
Quota
Dly. Quota
Investors Eligibility

Shanghai NB Connect

567
(One single board)

RMB 21.8 tri (85%)
RMB 137 bn (68%)

Abolished
RMB 13 bn

None

Shanghai SB Connect

318
(Hang Seng Composite LargeCap, MidCap &
A+H shares not in indices)

HKD 19.8 tri (82%)
HKD 37 bn (85%)

Abolished
RMB 10.5 bn

RMB 500k

Shenzhen NB Connect

~8801
(Main: ~270, SME: ~410, ChiNext: ~200)

~RMB 15 tri (74%)
~RMB 230 bn (68%)

None

RMB 13 bn

ChiNext participation limited to institutional
professional investors initially3

Shenzhen SB Connect

~4172
(Hang Seng Composite LargeCap, MidCap,
SmallCap & A+H shares not in indices)

~HKD 21 tri (87%)
~HKD 39 bn (92%)

None
RMB 10.5 bn

RMB 500k

SZ Northbound: Constituents of SZSE Component & SZSE Small/Mid Cap Innovation indexes with market capitalization of at least RMB 6 bn,
and SZSE-SEHK A+H shares (except shares under “risk alert” or delisting arrangement)

SZ Southbound: Constituents of Hang Seng Large & MidCap indexes, constituents of Hang Seng SmallCap index with market capitalization of at least HKD 5 bn,

and SSE-SEHK and SZSE-SEHK A+H shares

Subiject to resolution of related regulatory issues, other investors can trade ChiNext stocks listed on Shenzhen Stock Exchange



Key Features of Shanghai & Shenzhen Connect
Trading & Clearing Links remain the same after Shenzhen

= Investors to trade through local brokers, and orders are routed through the
Trading subsidiaries set up by local exchanges to the opposite markets

Link = A new SEHK order-routing subsidiary has been established in Qianhai to foster
greater Guangdong-Hong Kong cooperation

= HKSCC is a participant of ChinaClear, and clears and settles cross-border trades
Clearing with ChinaClear for HK & international investors

Link = Risk management measures of ChinaClear SZ branch applicable to HKSCC will
be imposed on HKSCC'’s participants

Same Applicable Fees

SZ Northbound SZ Southbound

= Same fees as SH Northbound trading
(covering handling fee, securities management fee, transfer fee,
portfolio fee & stamp duty)

o ) = Same fees as SH Southbound trading
= Current PRC ta)f pOIICIQS app!lcable tOIS.H NB (covering trading fee, trading tariff, transaction levy, stamp duty,
Connect regarding capital gains tax, dividend tax, stock settlement fee and portfolio fee)

stamp duty and value-added tax shall also apply

to SZ NB Connect
(subject to further regulatory announcement)



Existing SH Southbound Market Data promotion programme will be extended
to SZ Southbound Connect

Open Websites/ v Free snapshot nominal / last traded prices of all securities on 19 websites /
Mobile Apps mobile apps
S
8 SSE/SZSE v Free 1-depth data covering all eligible stocks available to all trading clients of all 96
s Trading Platforms SSE & SZSE members who joined Stock Connect
H
g V' Free 5-depth data covering all eligible stocks available to clients of 15 key SSE &
U Southbound SZSE members that have subscribed SB data package from HKEX at fixed fees
Broker Platforms _ . ) .
B v Real-time 10-depth data of all securities via SSE’s Cloud Service
Information
Vendors’ v Subscription of market data services from information vendors
Services

Major Mainland websites (* with mobile app)

Baidu China *East Money Guosen Sec ~ *Hexin Flush  *Shanghai DZH *Shanghai Wind *Sina *Sinolink Sec  Snowball Beijing *Tencent
SSE / SZSE Members subscribed for Fixed Fee Services
Chanjiang Sec  China Galaxy Invce:grr]:}snt China Merchants ~ China Sec Dongxing Sec Founder Sec GF Sec Guosen Sec Guotai Junan
Haitong Sec Huatai Sec Orient Sec Ping An Sec :Qr?gn)\/l\:f;

Major Mainland Information Vendors

Beijing Xiang Shanghai E Hundshun Shanghai DZH Shanhai Shenzhen GTA
Shang Rong Money Juyuan

Ant Wealth Beijing Baidu Qianlong
Sina Snowball (Beijing) SSE Infonet Taojinzhe TDX Tencent Wind Up Wealth

East Money Hexin Flush

10
' 1: Full list of major Mainland websites: http://www.hkex.com.hk/eng/prod/dataprod/bmpservice/BMPServiceWebsite.htm
2: Full list of Information Vendors: http://www.hkex.com.hk/eng/prod/dataprod/la/ivlist/infovendor.htm



http://www.hkex.com.hk/eng/prod/dataprod/bmpservice/BMPServiceWebsite.htm
http://www.hkex.com.hk/eng/prod/dataprod/bmpservice/BMPServiceWebsite.htm
http://www.hkex.com.hk/eng/prod/dataprod/la/ivlist/infovendor.htm
http://www.hkex.com.hk/eng/prod/dataprod/la/ivlist/infovendor.htm

Considerations for Broker Investments

Single gateway for both Shanghai and Shenzhen Connect
Shared throttle for both Shanghai and Shenzhen Connect
Protect capital investment on existing hardware and software

Infrastructure
Support business growth with existing infrastructure

AN N N N

Flexibility to manage flow across both Shanghai and
Shenzhen Connect

v Single Connect model for Trading and Clearing

Operation _
v" Same operational flow for both Connect markets

v" Consolidated portfolio fee calculation for both Connect
markets to lower cost?!

Minimal incremental impact and investments for brokers

x 1: Subject to SFC’s approval 11
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3 Implementation Timetable
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High-level Implementation Timetable

Announcement: 16 Aug 2016

Final Regulatory

Rule
Amendments Approval on
Commencement
Market Readiness Market
(EPs / CPs / Information Vendors / Rehearsal

System Vendors / Issuers / Banks)

Market Communication & Investor Education

It should take approximately 4 months to complete the preparation for formal launch

13



More Information on the Website

Visit the Mutual Market Web Corner at:

www.hkex.com.hk/chinaconnect



