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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 solely intended for distribution to and use by professional investors. 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. 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. 

 

Where this document refers to Bond Connect, please note that currently, access to northbound trading is only available to foreign investors that are able to 

trade onshore bonds on the China Foreign Exchange Trade System & National Interbank Funding Centre. 

 

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. 

Disclaimer 
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2017 – A Breakthrough Year for HKEX 

 

 
Revenue up 19% and PAT up 28% yoy, largely driven by significantly higher trading volumes 

Reached new milestones for Mutual Market Access - Stock Connect trading volumes at new record high, 

successful launch of Bond Connect  

Published the LME Strategic Pathway, and implemented new fee structures 

Maintained prudent cost management while investing in key strategic initiatives, including strengthening 

platform and infrastructure capabilities 

Implementing the biggest listing regime reform in 25 years after extensive market engagement 

Strengthened our product suite - USD/CNH gold futures, LMEprecious, iron ore futures 
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Basic Earnings per 

Share 

Operating 

 Expenses (1) 
EBITDA 

Profit Attributable to 

HKEX Shareholders 

(1) Excludes depreciation and amortisation, finance costs, and share of losses of  joint ventures 

Revenue and Other 

Income 

Highlights – 2017 Results 

 Prior year comparison 
 

11,116 

13,180 

3,455 3,566 

7,661 

9,614 

5,769 

7,404 

4.76 
6.03 

2016 2017 2016 2017 2016 2017 2016 2017 2016 2017

Staff and Premises costs  

partly offset by  

legal & professional fees , IT 

expensesand banking facility 

commitment fees  due to 

reclassification to finance costs 

Group EBITDA margin  4%  

PAT %  more than EBITDA due 

to lower %  in D&A and in tax 

charge attributable to higher non-

taxable investment income 

% increase lower than PAT due to 

shares issued for  

scrip dividends 

+ 19% + 25% + 28% + 27% ($) 

$66.9bn 

ADT 

+32% $88.2bn 69% 73% 

  + 3%  ($ million) 

Investment income 
 

Trading and clearing fees  

fromADT but offset byHKFE 

ADV and LME fee reductions 
 

Listing fees 
 

One-off Lehman post-liquidation 

interest and deferred 

consideration on sale of LCH 

Margin 
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Revenue Movement by Segment 

13,180  
161 

(124) 

680  687  20  640  
11,116  

2016 Cash Equity Equity and
Financial

Derivatives

Commodities Clearing Platform and
Infrastructure

Corporate Items 2017

($ million) 

Change  
year-on-year 

Trading fees & tariff 

 from  ADT 

 

Market data fees  

due to  allocated 

fees from  trading 

activity 

 

Listing fees  

due to  listed 

companies and  

 IPOs 

 

+398% +25% +8% -8% +17% +4% 

% 

Trading fees flat due 

to  ADT of DWs, 

CBBCs & warrants, 

offset by  HKFE 

ADV  

 

Listing fees  due 

to  newly listed 

DWs and CBBCs 

 

Market data fees  

due to  allocated 

fees from  trading 

activity 

Trading fees  from 

fee reductions 

+19% 

Clearing fees  from 

 HK ADT and  SI 

 

Net investment  

income  due to  

Margin Fund size 

and  return 

 

One-off Lehman 

post-liquidation 

interest 

 

Hosting services 

fees  due to  new 

customers and 

increased usage  

 

Network fees   due 

to new EPs and  

fees from migration 

to China Connect 

Central Gateway 

 

 

 

 

 

 

 

 

Net investment 

income   

(1) Headline ADT up 32% (2017: $88.2bn; 2016: $66.9bn); ADT of cash equity up 42% (2017: $71.2bn; 2016: $50.2bn); ADT of DWs, CBBCs and warrants included under equity and 

financial derivatives up 2% (2017: $17.0bn; 2016: $16.7bn) 

Increase comes from cash trading & clearing fees and listing fees 
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2,139 
1,593 

963 

3,436 

388 

7,661 

2,782 

1,718 
777 

4,073 

409 

9,614 

Trading fees & tariff  from  

 ADT 

 

Market data fees  due to  

allocated fees from  trading 

activity 

 

Listing fees  due to  

 listed cos and  IPOs 

 

Staff costs  

Trading fees flat due to   

ADT of DWs, CBBCs & 

warrants, offset by 

 HKFE ADV 

 

Listing fees  due to  

 newly listed DWs and 

CBBCs 

 

Staff costs  

Trading fees  from 

fee reductions 

  

Expenses  from  QME 

costs, partly offset by one-

off insurance recovery of 

legal costs, IT cost savings 

and GBP depreciation 

Clearing fees  from  

 HK ADT and  SI 

  

Net investment income  on 

 Margin Funds 

 

One-off Lehman post-

liquidation interest 

 

Staff costs and premises 

costs  

Overall EBITDA  

margin  4% 

 

(Overall EBITDA margin 

further boosted by increase 

in investment income under 

corporate items) 

Hosting services fees  due 

to  new customers and 

increased usage  

 

Network fees  due to new 

EPs and  fees from 

migration to China Connect 

Central Gateway 

 

+ 30% + 8% - 19% + 19% + 5% + 25% 

Performance by Operating Segment 

Cash Equity 
Equity & Financial 

Derivatives 
Commodities Clearing 

Platform & 

Infrastructure 

Group Total  

(incl. Corp. Items) 

Share of Group EBITDA  
(before Corporate Items) 

% 

25% 28% 

EBITDA Margin 

80% 83% 78% 78% 62% 54% 83% 84% 72% 73% 

69% 73% 

19% 18% 11% 8% 

40% 42% 

5% 4% 

2016 2017 2016 2017 2016 2017 

 

2016 2017 

% 

 ($ million) 

100% 100% 

2016 2017 

EBITDA 

2016 2017 

 



10 

2,035 

500 
333 

106 

481 

771 

2,273 

433 
354 

79 

427 

858 

 Staff cost due to 

 headcount,  bonus, 

annual payroll adjustments 

- 13% + 6% - 25% - 11%  + 11% 

Operating Expenses and Depreciation & Amortisation 

Staff costs and 

related expenses 

 LME IT costs from cost 

savings and depreciation of 

GBP 

 Rental expenses due to 

new offices 

One-off insurance recovery 

in 2017 relating to LME’s 

warehouse litigation 

 attributable to new offices 

and new IT systems 

2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 

IT & computer 

maintenance exp 
Premises expenses 

Legal & 

professional fees 

Other operating 

expenses (1) 

Depreciation and 

amortisation 

Reclassification of banking 

facility commitment fees to 

finance costs and  

investment management 

services costs 

+ 12% 
 ($ million) 

(1) Includes product marketing and promotion expenses 
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1,158  1,170  1,200  1,024  1,178  1,189  
1,287  

1,511  1,575  

2,520  

2,330  

1,531  
1,432  

1,553  1,543  
1,241  

1,716  1,777  

2,033  
1,878  

2,222  2,218  2,134  2,149  
2,335  

2,286  

2,471  

2,757  2,796  

4,057  

3,747  

2,775  
2,751  

2,879  2,848  
2,638  

3,048  
3,155  

3,454  3,523  

669  672  677  
759  734  689  753  782  718  

862  881  829  854  834  834  
933  

833  878  887  
968  

1,553  1,546  
1,457  

1,390  

1,601  1,597  
1,718  

1,975  2,078  

3,195  

2,866  

1,946  1,897  

2,045  2,014  
1,705  

2,215  2,277  
2,567  2,555  

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Profit attributable to Shareholders

Revenue and Other Income

Operating Expenses

EBITDA

2016 2015 2013 2014 2017 

(1)   

Quarterly performance 

 ($ million) 

All quarters in 2017 outperformed the historical growth trajectory 

(excluding the 2015 outlier) due to bullish market sentiment 

Quarterly Trend 

 2017 Results above historical trend line 
 

(1) Excludes depreciation and amortisation, finance costs, and share of losses of joint ventures 

(2) Dotted trend lines are illustrative and do not constitute a forward forecast 
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Listing regime revamp 
Reached market consensus on new 

Biotech & WVR chapters; secondary listing 

enhancements; GEM reform 

Stock Connect programmes 
Further Stock Connect enhancements 

Products and platform 
HK Leveraged & Inverse Products; enhanced 

stock options position limit regime; 

microstructure enhancements 

Bond Connect 
A key catalyst for 

our FIC derivatives 

New products 
CNH options  

OTC capabilities 
 Client clearing 

LME commercialisation 
Further business optimisation 

Precious metals 
London gold; 

Hong Kong gold 

QME spot market 
Continue to build the platform and 

adapt to new onshore regulatory regime 

E Q U I T Y  F I C  C O M M O D I T I E S  

HKEX Achieved a Number of Strategic Milestones in 2017 
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The Green Shoots of Success We Witnessed Last Year Were Not Only Because of 

Work We Did in 2017 

 

STRATEGIC 

POSITIONING 

RMB  

READINESS 

‎¥ 

MICROSTRUCTURE 

REFORM 

STRATEGIC 

PARTNERSHIPS 

COMMODITY 

BUILDOUT 

CHINA CONNECTIVITY 

 
CONNECT LISTING 

REFORM 

NEW 

ECONOMY 
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2018 Primary Focus 

EST. LATE APRIL:  

PUBLISH CONCLUSIONS; 

RULES BECOME EFFECTIVE 

AND LISTING APPLICATIONS 

WILL BE ACCEPTED 

Launch New  

Listing Regime 

Enhance  

Stock Connect 

MAKE IPO MARKET  

MORE RELEVANT 

MAKE CASH MARKET MORE 

CONNECTED 

MAKE DERIVATIVES MARKET  

MORE COMPETITIVE 

Launch A-share 

 Derivatives;  

Reform Trading  

Regimes 

MSCI INCLUSION  

IN JUNE; 

NORTHBOUND INVESTOR ID 

PLANNED FOR Q3 2018; 

ETF CONNECT 

 

FILL “GAPS" IN PRODUCTS AND 

SERVICES; 

ENHANCE RISK MANAGEMENT 

REGIME 
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 Launch new products - Extend existing HSI and HSCEI product suite;  

                                             Introduce trading enhancements to existing futures and options EQUITY 
 After-hours derivatives trading - Include equity index option contracts 

 Enhance Bond Connect - Broaden access platform choice and explore Southbound model 

 
 Launch RMB interest rate derivatives product suite - Meet growing risk management needs  

 

FIC 

 Optimise LME - Complete new fee regime and upgrade systems 

 Prepare to launch QME spot market - Serve China’s real economy 

 

COMMODITIES 

 Build Innovation Lab - Advance deployment of Fintech at HKEX 

 Kickoff Next Gen Post-trade Platform - Build data warehouse, risk engine, client portal 

  Implement new margining model - Bring efficiency and savings to our market 
 

PLATFORM /  

TECHNOLOGY 

 Upgrade derivatives trading and clearing systems - Genium Upgrade planned for Q4 2018 

Other Key Initiatives 
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Q & A 
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Financial Highlights – Income Statement 

($ million, unless stated otherwise) 2017 

% of Revenue &  

Other Income 2016 

% of Revenue & Other 

Income Y-o-Y Change 

Results 

Revenue and other income 13,180  100% 11,116 100% 19% 

Operating expenses (3,566) (27%) (3,455) (31%) 3% 

EBITDA 9,614  73% 7,661 69% 25% 

Depreciation and amortisation (858) (7%) (771) (7%) 11% 

Operating profit 8,756 66% 6,890 62% 27% 

Finance costs and share of losses of joint ventures (146) (1%) (91) (1%) 60% 

Profit before taxation 8,610  65% 6,799 61% 27% 

Taxation (1,255) (10%) (1,058) (10%) 19% 

Loss attributable to non-controlling interests 49  0% 28  0% 75% 

Profit attributable to HKEX shareholders 7,404  56% 5,769 52% 28% 

Basic earnings per share $6.03 $4.76 27% 

Average daily turnover on the Stock Exchange $88.2 bn $66.9 bn  32% 

Capex $788 m $646 m 22% 
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Performance by Operating Segment – 2017 

(1) % Share of Group EBITDA (including Corporate Items) 

 

$ million 
 Cash 

Equity 

 Equity & 

Financial 

Derivatives  

 Commodities  Clearing 
 Platform and 

Infrastructure  

 Corporate  

Items 

Group 

2017 

Group 

2016 

Revenue and other income 3,363 2,195 1,436 4,825 560 801  13,180  11,116 

   % of Group Total 25% 17% 11% 37% 4% 6% 100% 100% 

Operating expenses (581) (477) (659) (752) (151) (946) (3,566) (3,455) 

EBITDA 2,782 1,718 777 4,073 409 (145) 9,614 7,661 

   % of Group Total(1) 29% 18% 8% 42% 4% (1%) 100% 100% 

   EBITDA margin 83% 78% 54% 84% 73% N/A 73% 69% 

Depreciation and amortisation (69) (77) (395) (196) (42) (79) (858) (771) 

Finance costs - - - (38) - (96) (134) (82) 

Share of losses of joint ventures (4) (8) - - - - (12) (9) 

Profit before taxation 2,709 1,633 382 3,839 367 (320) 8,610 6,799 
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614  

88  
27  6  

(39) 

912  

36  14  

632  

5  

149  

527  

20  

790  785  

24  

Net investment income for 2017 

increased by 130% versus 2016 

mainly due to: 

 

(1) Gains on collective 

investment schemes in 

particular the low volatility 

equities investment category 

(2) Higher net investment 

income on Margin Funds due 

to increases in deposit rates 

and higher average fund size 

Net Investment Income 

2017: Total $1,599m; 2016: Total $696m 

Net Investment Income by Funds 

 ($ million) 

 ($ million) 

2016 2017 2016 2017 2016 2017 

Clearing House Funds 
Corporate  

Funds Margin Funds 

Debt Securities 

Collective 

Investment 

Schemes 

Cash & Bank 

Deposits 
Equities FX 

2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 

Net Investment Income by Category of Investments 
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 278   288  

 2,358  
 2,691  

857 
892 

98 
145 547 

809 4,138  
4,825  

 1,421  
 1,954  

770 

828 422 

490 
70 

91 
2,683  

3,363  

Drivers of Trading and Clearing Revenue 

        

Cash Equity 

Trading fees & tariff  from  ADT, partly offset by 

 average transaction size dampening the rate of 

growth in tariff 

 

Listing fees  due to 

 listed companies and  IPOs 

 

Market data fees  due to 

 allocated fees from  trading activity 

Trading fees flat due to  ADT of DWs, CBBCs & 

warrants offset by  

 HKFE ADV 

 

Listing fees  due to  

 newly listed DWs and CBBCs 

 

Market data fees  due to 

 allocated fees for  trading activity 

Trading fees  from fee reduction on short-dated 

and medium-dated carries, a position transfer fee 

cap, and new non-fee generating administrative 

trades introduced in June 2017 due to regulatory 

change 

Clearing fees  from  HK ADT and  

 SI, partly offset by  LME clearing fees due to 

fee reduction on short-dated and medium-dated 

carries, a position transfer fee cap, and new non-

fee generating administrative trades 

 

Net investment income   

due to  Margin Funds and  return 

 

One-off Lehman post-liquidation interest 

 1,499   1,498  

322 505 
204 

186 9 
6 

2,034  2,195  

 1,230   1,116  

190 181 

140 139 

1,560  
1,436  

2016 2017 

Stock Exchange listing fees Clearing and settlement fees Depository, custody and nominee 

services fees Market data fees Other revenue and sundry income Net investment income 
Trading fees and trading tariff 

Equity & Financial Derivatives Commodities Clearing 

464k 

HKFE ADV 

-5% 441k 

298k 

Stock Options ADV 

+44% 428k 

+ 25%  ($ million) 

$50.2bn 

ADT 

+42% $71.2bn 

+ 8% - 8% + 17% 

$16.7bn 

ADT 

+2% $17.0bn 619k 

LME ADV 

+1% 624k 

$181.9bn 

SI 

+21% $220.5bn 

619k 

LME ADV 

+1% 624k 

$66.9bn 

ADT 

+32% $88.2bn 

Relationship of headline ADT to overall trading and clearing income is not linear 

2016 2017 2016 2017 2016 2017 
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Trading and Clearing Transactional Revenue by Market 

 

  

Fee diversification continues following acquisition of LME and with steady growth of Derivatives Market   

(1) Includes all products traded on the Cash Market platform (ie, equity products, DWs, CBBCs and warrants) 

54% 

17% 

2% 

27% 

77% 

18% 

4% 
1% 

66% 
12% 

3% 

19% 

(1)  

Acquisition of LME  

in Dec 2012 

Strong growth 

of Derivatives Market 

$53.9bn $69.5bn $66.9bn ADT 

$3,854m $5,758m $6,786m 

LME Clear  

commenced operation 

since Sep 2014  

61% 

15% 

2% 

22% 

2012 2014 2016 2017 

Improved sentiment in Cash Market, 

but reduced volatility impacted derivatives 

traded on HKFE 

$7,547m 

$88.2bn 

Revenue 

Commodities Stock Options 

HKFE Futures  

& Options, and OTC 

contracts 

Cash 

Cash Cash Cash 
(1)  (1)  

(1)  

2015 2013 

LME fee  

commercialisation  

since Jan 2015 
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5.9  7.6  6.2  5.6  
7.8  

10.8  10.5  
14.2  

11.1  
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8.9  

11.3  9.3  
13.8  

1.7  
1.6  2.1  2.9  

3.8  3.9  4.4  4.1  
4.8  5.6  

7.1  

8.7  

7.2  

9.5  

0.8  
1.0  1.5  0.8  

1.6  

12.4  

5.4  

4.4  

4.2  

2.4  
1.7  1.7  1.8  

2.1  2.6  2.0  
2.4  

2.1  2.5  
4.0  2.9  4.1  

8.0  
3.8  4.6  

5.0  
4.1  

6.9  
6.6  

6.1  6.8  7.1  7.6  
7.9  

8.3  

8.0  

10.2  

9.3  

14.0  

0.5  
0.5  

1.0  
1.7  1.4  1.4  

1.7  2.2  
2.3  

3.3  

3.5  

4.5  

3.8  

6.5  

6.6  
8.6  7.7  

6.4  
9.4  

23.1  

15.9  
18.6  

15.4  

9.4  
7.2  7.5  7.6  

5.6  6.4  5.3  
7.4  

5.7  5.0  
7.3  6.3  

7.8  

11.7  

7.4  
8.9  

12.0  
9.9  

14.1  
15.9  17.2  17.5  

18.9  19.5  
21.5  

23.9  

27.5  

34.7  

29.6  

43.8  

0.5% 0.5% 0.8% 0.6% 
0.9% 

3.1% 

1.8% 1.5% 1.7% 
1.3% 1.0% 1.1% 1.2% 

1.7% 1.6% 1.5% 
1.9% 1.6% 

2.0% 

3.2% 

2.3% 

3.1% 

5.4% 

3.2% 3.4% 

4.3% 4.0% 

4.8% 5.0% 5.0% 5.2% 
5.5% 5.8% 

5.2% 

6.1% 6.0% 6.1% 6.3% 6.4% 
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Stock Connect – Trading Trends 

 

Source: HKEX data as of 31 January 2018 

(1) Northbound trading is conducted in RMB; The NB figures in the chart are converted to HKD based on the month-end exchange rate 

(2) CSRC and SFC jointly announced the approval of Shenzhen-Hong Kong Stock Connect on 16 August 2016 

(3) China Insurance Regulatory Commission (CIRC) published the notice on 8 September 2016 

 

NB record  

of RMB25.7bn  

on 17 Jan 2018 

SB record  

of HKD26.1bn  

on 9 April 2015 

 Northbound turnover exceeded Southbound at the initial stage 

 Southbound turnover picked up after the announcement of Shenzhen-Hong Kong Stock Connect (2) and the approval of onshore insurance funds to 

trade through Shanghai-Hong Kong Stock Connect (3)   

Stock Connect Average Daily Trading Volume (HKD bn) 

Aggregate quota removed since 16 August 2016; Shenzhen Connect launched on 5 December 2016 

Shenzhen Southbound 
Shanghai Northbound (1) 

Shenzhen Northbound (1) 

Shanghai Southbound 

Stock Connect contributed $412m in income in 2017, 133% higher than 2016  

Total average daily trading volume 
Percentage of Southbound turnover of Hong Kong Market  
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Thank you 

HKEX Group Website: www.hkexgroup.com 

HKEXnews Website: www.hkexnews.hk 


