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DISCLAIMER

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 Futures Exchange Limited (“‘HKFE”), Hong Kong Securities Clearing Company Limited (“HKSCC”), Shenzhen Stock
Exchange (“SZSE”), Shanghai Stock Exchange (“SSE”) and China Securities Depository and Clearing Corporation Limited (together, the
“Entities”, each an “Entity”), or any of their affiliates, 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 transactions effected on the SZSE, SSE and SEHK, including through Shanghai
Connect or Shenzhen Connect (together “Shanghai and Shenzhen Connect”), or futures contracts effected on SEHK or HKFE 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 Shanghai and Shenzhen 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.




AGENDA

1 Stock Connect development
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Overview
What is Stock Connect?

A securities trading and clearing links programme developed by Hong
Kong Exchanges and Clearing Limited (HKEX), Shanghai Stock Exchange
(SSE), Shenzhen Stock Exchange (SZSE) and China Securities
Depository and Clearing Corporation Limited (ChinaClear), aiming to
achieve a breakthrough in mutual market access between the Mainland
China and Hong Kong.

Shanghai-Hong Kong Shenzhen-Hong Kong
Stock Connect Stock Connect

Launched in 2014 Launched in 2016

Detailed information on Stock Connect is available in HKEX website 4
http://www.hkex.com.hk/Mutual-Market/Stock-Connect/Getting-Started/Information-Booklet-and-FAQ?sc_lang=en



http://www.hkex.com.hk/Mutual-Market/Stock-Connect/Getting-Started/Information-Booklet-and-FAQ?sc_lang=en

Key Features of Stock Connect

Rules

Nominee
structure

Regulatory

“Home Market” Rules and Laws Apply to the Extent Possible

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

HKSCC is the “nominee holder” of the SSE and SZSE securities acquired by
Hong Kong and overseas investors through Shanghai and Shenzhen Connect

No more aggregate quota in Stock Connect
With effect from 1 May 2018, daily quota adjusted as follows

Northbound daily quota: RMB 52 billion for each Shanghai and Shenzhen
Connect

Southbound daily quota: RMB 42 billion for each Shanghai and Shenzhen
Connect

Cross-boundary regulatory and enforcement cooperation by SFC and CSRC




Recent developments

2017

« MSCI announced on 20 June 2017 to include 222 China A Large Cap shares in the MSCI Emerging
Markets Index using a 2-step inclusion process in May and August 2018, as expansion of Stock
Connect program considered as “Improved market accessibility” compared to the QFIl and RQFII
regimes by Institutional investors

« Further inclusion will be subject to a greater alignment of the China A shares market with
international market accessibility standards, the resilience of Stock Connect, the relaxation of daily
trading limits...

2018
« Jointly announced by CSRC and SFC on 11 April 2018 to quadruple daily quota from 1 May 2018

» This decision to expand the daily quota will further facilitate access to the China A shares market for
international institutional investors!?

Stock Connect initiatives enhance market accessibility to Mainland China,
increase daily quota further facilitate access to the China’s market

[1] Source: MSCI presentation - https://www.msci.com/documents/1296102/1330218/Adding+A-shares+into+Emerging+Markets+Index.pdf/c0561al6-3eed-4bc7-ba8c-
3410b769dc8c
[2] Source: MSCI Press Release - https://www.msci.com/documents/10199/276599d3-0a85-4f98-a5ee-3bcadb3fféce



https://www.msci.com/documents/1296102/1330218/Adding+A-shares+into+Emerging+Markets+Index.pdf/c0561a16-3eed-4bc7-ba8c-3410b769dc8c
https://www.msci.com/documents/10199/276599d3-0a85-4f98-a5ee-3bca9b3ff6ce

AGENDA

Launch of physically settled Gold Futures




USD & CNH PHYSICALLY SETTLED GOLD FUTURES

Key Features and Benefits

Dual-currency

priced in USD
and CNH

Monthly
Contract

12 consecutive
Contract Months

Physically
settled

in Hong Kong

Asia Underlying Capital

Efficiency

Margin offsets and
margin collateral

Fineness: 0.9999
Kilo-bar

Trading commenced on 10 July 2017

Benefits

Enable portfolio diversification
Hedge gold price risk

Capture opportunities in physical
and derivatives gold markets

Utilise the USD/CNH FX rate
movement from the dual-
currency contracts

Allow margin offset between
USD and CNH contracts

Satisfy CNH margin requirement
by any acceptable cash collateral
up to CNH 1 billion?

Information sheet : http://www.hkex.com.hk/-/media/HKEX-Market/Products/Listed-Derivatives/Commodities/Gold-Futures/HKEX-Gold-futures-Infosheet-2Aug17.pdf

Note 1. Margin above CNH 1 billion must be satisfied by CNH cash.


http://www.hkex.com.hk/-/media/HKEX-Market/Products/Listed-Derivatives/Commodities/Gold-Futures/HKEX-Gold-futures-Infosheet-2Aug17.pdf

GOLD TRADING AND SETTLEMENT
Delivery Approach

. Trading and Clearing

Trading and Clearing

Buyer’'s CPs

Seller's CPs

Recognized Approved Depositories*

Forwarders*

Recognized
Forwarders*

Buyer’'s CP’s Seller's CP’s
depository Account depository Account

Delivery by transfer between
accounts

Physical Gold Transportation Physical Gold Transportation

l * Lists of Approved Depositories and Recognized Forwarders will be published on HKEX website and updated from time to time.



PHYSICAL GOLD SETTLEMENT

Approved Depositories

» A depository for precious metals approved by the Clearing House and
included on the list of Approved Depositories published and updated by
the Clearing House from time to time

Approved
Depositories

» Brink’'s Hong Kong Limited is appointed as the first Approved Depository to support physical
settlement of the gold futures contracts

» Delivery Participants are required to open storage accounts with Brink’s

10



PHYSICAL GOLD SETTLEMENT

Chain of Integrity

Recognized
Refiners

Recognized
Depositories

Recognized
Forwarders

Recognized
Assayers

a precious metal refinery which is included on the list of Recognized
Refiners published by the Exchange from time to time

a depository for precious metals which is included on the list of
Recognized Depositories published by the Exchange from time to time

a transportation firm specializing in transporting precious metals which is
included on the list of Recognized Forwarders published by the Exchange
from time to time

an assayer for precious metals which is included on the list of Recognized
Assayers published by the Exchange from time to time

The chain of integrity is maintained throughout gold delivery

* Lists of Recognized Depositories , Recognized Forwarders, Recognized Refiners and Recognized Assayers will be published on HKEX website and updated

from time to time.
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Q&A




Appendix | — Overview of Stock Connect

Mainland investors

SSE/SZSE Members & ChinaClear Participants
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l * Eligible shares for the Shanghai & Shenzhen Southbound links are different
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Appendix Il — Key Features of Stock Connect

Clearing

Link .

T+1
After 12:30

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

Risk management measures of ChinaClear applicable to HKSCC are imposed on
HKSCC'’s participants

Hong Kong and Overseas Investors

Hong Kong and Overseas Investors
Net Sell Net Buy

HKSCC Clearing HKSCC Clearing
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Participants

ChinaClear Participants
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Appendix IIl = Product Overview of Gold Futures

Rationale

Contract
Features

Trading &
Clearing
Participants

Risk
Management

Hong Kong is a major gold trading market connecting the trading times of
Asian, European and American markets.

Aiming to establish a local price benchmark for gold in Hong Kong.

Physical settlement of kilo-bar with 0.9999 fineness
Settlement in dual currencies — USD and CNH
Chain of integrity to help ensure quality of gold

Physical Delivery Participants (DPs):
» Have USD and/or CNH settlement account(s) with Settlement Banks

» Opened accounts with each of the Approved Depositories, or signed
Delivery Agreement with another CP with delivery capability

Non-delivery Participants (NDPSs):
» Have USD and/or CNH settlement account(s) with Settlement Banks

» Governed by relevant position management requirements and
disciplinary actions

Margin offset and margin collateral
Physical delivery charge
Subject to Cash Compensation and non-delivery charge
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