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VHSI - the Volatility Benchmark

for Hong Kong's Stock Market

The HSI Volatility Index (VHSI) is the volatility
benchmark for the Hong Kong stock market, and
is seen as Hong Kong's premier barometer of
investor sentiment.

VHSI Overview

The VHSI measures the expected volatility of
a hypothetical 30-day at-the-money HSI options
and is quoted in percentage points.

The VHSI is owned by Hang Seng Indexes Ltd
and compiled according to the CBOE Volatility
Index (VIX) methodology, with adaptation to
the Hong Kong stock market characteristics. The
VHSI was launched on 21 February 2011.

(More information about the index is available at
www. hsi.com.hk/volatilityindex)

Benefits of VHSI as a Volatility

Benchmark

Volatility indexes enhance the pricing
transparency of options because investors can
use them to compare derivatives pricing and
estimate the implied volatility in options pricing.

Relationship between VHSI
and HSI

A volatility index is commonly viewed as a useful
gauge for changes in investor sentiment. The chart
below illustrates the back history of the VHSI over
the past 10 years (there is a negative correlation
between the historical performances of the HSI
and VHSI).

Some professional investors believe that volatility
should be considered an alternative asset class
for investing.
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Performance Comparison of VHSI vs. HSI (2001 — 2011)
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VHSI Futures

HKEx's VHSI futures are an innovative tool for
investors to manage volatility risk in Hong Kong's
stock market. VHSI futures provide a pure play on
implied volatility independent of the direction
and level of stock prices.

Trading Opportunities

e Trade the direction of implied volatility

e Trade implied volatility spreads

¢ Hedge volatility risk of HSI options

¢ Get volatility exposure for portfolio
diversification

¢ Arbitrage between HSI options and
VHSI futures

Advantages of Trading
VHSI Futures

Cost-effective way to manage volatility risk

Convenient and cost effective way to manage
volatility risk in the Hong Kong stock market.

No requirement to delta hedge

Efficient leveraged strategies based on
anticipated volatility directions as there is no
requirement to delta hedge for movements in the
underlying market.

Continuous liquidity by market makers

Market makers will provide continuous two-sided
markets throughout the trading day to facilitate
trading liquidity.

Reduced counterparty risk

Counterparty risk can be reduced with HKFE
Clearing Corporation Limited, an HKEx subsidiary,
acting as central counterparty to every trade.
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Contract Summary of HSI Volatility Index Futures®

EEREEHRESHIBE

Contract HSI Volatility Index Futures

a8 BiEREREHE

Underlying Index HSI Volatility Index

HEEH REREPAEEE

Contract Multiplier HK$50 per 0.01 Index point

EFES F0.01E B E B0

Contract Months Spot month, the next two calendar months
aHAM AR ZENRMEREA

Minimum Fluctuation 0.05 Index point (i.e. HK$250)
RIEERIKIE 0.0518 15 B 24 (BN B #2507t )

Trading Hours 9:30 a.m. — 12:00 noon and

X5 HEE 1:30 p.m. — 4:15 p.m. (prior to 5 March 2012)

1:00 p.m. — 4:15 p.m. (on and after 5 March 2012)

FFEFI0ODEFFI2ER
TH 185300 2485152 (201253858 A1)
THIBEZ45155 (20123858 K L&)

Last Trading Day 30 calendar days prior to the second last Business Day of next month*
B#EXSA T AHR%E_{E% % B ATH30EE B
Example il ¥ :
Contract Last Trading Day Second last Business
a4 BEEXZH Day of next month
THERE_EEXA

Feb 2012

201242 A 28-02-2012 29-03-2012

Mar 2012

201243 28-03-2012 27-04-2012

Apr 2012

201244 30-04-2012 30-05-2012

* |If it is not a Business Day, the Last Trading Day shall be the immediately preceding
Business Day.
*EERWIHEER  AREXFIBARBEZBZAIN—EZER -

Final Settlement Price Average of 30 quotations of the HSI Volatility Index taken at 1 minute

BEEEE intervals between 3:30 p.m. and up to 4:00 p.m. on the Last Trading Day
ERABEXGABTHFIN30P A ZARENEERREESRIDENRY
30MEIE BB T

Exchange Fee HK$10.00/ 7 %510.007T

REMER

* Please visit the HKEx website for details which may be updated from time to time (http:/Awww.hkex.com.hk/)
* E2HE B RS FT AU E T E) E F (http://Awww.hkex.com.hk/)




Information Vendors Access Codes (as of 31 January 2012)

B HEEANS (BE2012F14318)

Information Vendors & &l it FE 7 Vendors Access Codes fi FE & {415

2GoTrade Ltd. Z&RFEERA A Input the series code (VHS), or from pull-down menu

ACTIV Financial Systems, Inc. VHSI/<Year><Month>.HF

Bloomberg Finance L. P. &£ 8 & &f VHSA Index CT <GO>

Delta Wealth Securities Ltd. BiE & FBR A5 | VHSmy

ET Net Ltd. RZEBEBHRA A VHS/Index Futures Screen

Infocast Ltd. EEBEEER D T Derivatives -> Futures

NextVIEW Pte Ltd. VHSI/Market -> HKFE -> HSI Volatility Index Futures

Quick Corp. FVHS.ym/HKF

QuotePgwer Internatio_nal Ltd. P11010

HEEIREERERAA

?gi%g%;gl’&a%homson Reuters Company 0#VHSI:

SIX Telekurs Ltd. VHSlym,113

Star Financial Ltd. 2 X B & HR L 7 VHS

Sungard Global Trading (Suisse) SA VHSG2, VHSF2, VHSH2

Tele-Trend Ltd. R EFRER D A VHFC, VHMYY

Market Maker Contact Details
HEREARER

Name of Market Makers # %R &1 Contact Details B #% & ¥}

1 BNP Paribas Securities (Asia)_Ltd. asia_index_flow@asia.bnpparibas.com
EEBRES (EMBRDLH +852 2108 5651

2 (ioldmag Sachs Futures_(Asia) Ltd. gs-vhsi@gs.com
SERHE (DM BRAR +852 2978 0395

3 Newedge Financial H_ong Kong Ltd. asiasales@newedge.com
FEERBEEBERAA +852 2848 3300

Disclaimer HSI Volatility Index (the “Index”) is published by Hang Seng Indexes Company Limited (“HSIL"), which has contracted with Standard & Poor’s
Financial Services LLC (“S&P") to maintain and calculate the Index. “Standard & Poor’s” and “S&P" are trademarks of S&P and have been licensed for
use by HSIL. “VIX®" is a trademark of Chicago Board Options Exchange, Incorporated (“CBOE") and S&P has granted a license to HSIL, with permission
from CBOE, to use such mark for purposes relating to the Index. The Index is not owned, sponsored, endorsed or promoted by S&P or CBOE and neither
S&P nor CBOE makes any representation regarding the advisability of investing in products that are based on such Index or otherwise relying on such
Index for any purposes and neither S&P, CBOE nor HSIL shall have any liability for any errors or omissions in the Index or any values thereof.

SERE EBIRRRIES( MBS ) REEEEBARAR([BEEEHBAR]) AT - B4R QA EStandard & Poor's Financial Services LLC
([S&P) B ks K st B3e Bz 3% o [Standard & Poor's| K [S&P | BS&PHIEIZME 4 IS HM AR B EE FHFAIEMA  [VIX®] BChicago
Board Options Exchange, Incorporated ( [CBOE] )& 1% + S&PEECBOEA W EAIEBAEH QAT T ZEZARRIEHARN
Fik o S&PRCBOEX TR - BB - RBA sk EIEE - S&PRCBOEJMERLIZ & EMEH M & Rk B IR B H it Bid R DA EH £
BE  S&P « CBOERBARENA RIS AR IR Bk A M BEN MRS RA EmEE -

Risks of Trading Futures Futures involve a high degree of risk. Losses from futures trading can exceed your initial margin funds and you may be
required to pay additional margin funds on short notice. Failure to do so may result in your position being liquidated and you being liable for any resulting
deficit. You must therefore understand the risks of trading in futures and should assess whether they are right for you. You are encouraged to consult a
broker or financial advisers on your suitability for futures trading in light of your financial positions and investment objectives before trading.

EEMENAR ESRaRENRR  BEEREMBABNBAETEBAMANNMEREME T UREEERMOBA TN EIMNEZS -
ARESN  BMTORATRTE MTERERAEMEEHENEM BTUOASEANEEHNENRAR TEOERTHAEENE -MT
HELETRSH  RERTOMBERRLEESR  AECIMBERNEHECERRENERN -

©Hong Kong Exchanges and Clearing Limited (HKEx) All rights reserved. Nothing herein is to be construed as a recommendation to purchase or sell
futures and / or options contracts or to provide investment advice. While efforts are made to ensure the accuracy of information contained in this
publication, HKEx and its subsidiaries do not warrant its accuracy, timeliness, completeness or fitness for a particular purpose and do not assume
any liability for any errors or omissions or any action taken on the basis of such information.

OFRRGREEMARD R (BRRB M) REME - TEBE - AHPABTTERAAEAALTEBRE/ APRAOEEIRHIBEZR -

AR ERE HRERE - BERGARANBRRAEATMEEE MRS R LR R TEEAREEN - Ak - BEXSHM
BB RIR R S B R MAETOERITE AR -




