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Telecommunication

Energy Services
e 3% 1%
Utilities 0 / O
5% ~_. \ [/ Industrials
26%
Information
Technology
6%
Health Care
8%
4 - Financials
Consumer 17%
Staples
8%
12% Discretionary
14%
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Housing assets as % of total household balance sheets
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FL#ER QFIL / QDII / RQFII

Business
entity

Investment
direction

Currency

Cuota

Lock up
period

Cross-border
fund
management

Choice of
investment

Stock Connect

Stock exchange of
HK and SH

Both directions

RMB

First-come, first-served
Equal opportunities

Mo restrictions

Funds must return to ongin after
selling the shares

Direct investment: Free to
choose stocks for investment

QFIl/ QDI / RQFII

Financial institutions such as
banks, asset management
companies eic.

Single direction

HKD/USD/RMB

Depends on allocation of quota to
each institutions

QFIl: 3-month, RQFII: 1-year
Subject to exchange rate risk and
may Increase cost

Funds can stay in the local
markets for trading

Indirect investment: Investment
decisions are made by the
licensed institutions
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Innovative Closed-loop
investment framework

Clearing and settlement to be conducted through
linkage established between China Clear and HKSCC

Both clearing houses will setup omnibus stock accounts with

" Not required to open |

account in the

other’s market N

—

Direct cross-border
funds transfer

J
= T
No worries on
Foreign Exchange
Controls .
.
Removal of

restrictions on RMB

Conversion Limit y

Lower Trading Costs
and Saving Time

"

each other for the purpose of holding securities and funds settlement
Both markets will maintain own trading rules and investors can continue to use the

existing stocks accounts, agents and settlement services



R

® A significant step in the
opening-up of
Mainland’s capital
market

® Will cause a series of
far-reaching impact to
both the onshore and
offshore RMB market

® A good model for the
future opening-up of
China'’s capital account

J

Next Step?

SH-HK
Stock
Connect

Z

J

Z
S
N\

Mutual
Recognition
of Funds

Shenzhen - I
HK Stock

Connect 3

RQDII

Commodities
Connect

Bonds
Connect
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BARRHAR3E (RMB mil)
R AR3ZE (RMB mil)
W H A3 EE (RMB mil)
RARRHRZHE
BARZHE
Wiz ®E
B8 A B H i 32 88 (RMB mil)
B¥YRARZE (RMB mil)
B 8 H 38 (RMB mil)
BYEARRHRZEHE
BYBARZEHE
B Rz E

2015%12R

62,527.32
28,650.34
33,876.98
2,645,884
1,225,093
1,420,791
2,977.49
1,364.30
1,613.19
125,993
58,337
67,656

2015%11A
100,969.64
42,211.78
58,757.86
3,443,207
1,511,108
1,932,099
4,808.07
2,010.08
2,797.99
163,961
71,957
92,004

% 1@/ H

-38.07
-32.13
42.34
-23.16
-18.93
-26.46
-38.07
-32.13
42.34
-23.16
-18.93
-26.46
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601318
600009
600519
600887
600030

600048
600104
601933
600585

BRETE

hEFR
LB
BMFE
R4
h{EEF
FHREE
bl
LREM
Kigdh
R IKIE

B A& E(RVB mil)

1,002.09
1,530.18
984.17
474.42
516.45
680.44
502.11
688.55
465.69
240.00

B H £ (RMB mil)

2,747.49
743.60
886.97

1,046.77
702.20
386.41
504.19
315.87
475.65
566.80

B AR K H &8 (RVB mil)

3,749.58
2,273.78
1,871.14
1,521.19
1,218.65
1,066.85
1,006.30
1,004.42

941.34

806.80
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B A R H A 32 #R(HKD mil)
B AR E (HKD mil)
B H A3 &R (HKD mil)
BRARRHAZHE
BARZEHE
{243 4=
B 1 8 A B 5 Hi 5k 32 8 (HKD mil)
B¥YRARZE (HKD mil)
B8 H A3 E (HKD mil)
HYRARRHMRZEE
BYRARZHE
By MHRZHE

20155 12R
45,235.14
31,610.17
13,624.97

868,307
574,929
293,378
2,056.15
1,436.83
619.32
39,468
26,133
13,335

2015%11A
37,742.29
22,354.07
15,388.22
758,998
456,264
302,734
1,797.25
1,064.48
732.77
36,141
21,726
14,415

% i85
19.85
41.41
11.46
14.40
26.01
-3.09
14.40
34.98
-15.48

9.20
20.28
-7.50
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00005
01398
01288
03988
00998

00388
02880
00700
01336

BRREE

=
TEsReT
BRI
h E &8 1T
R{ESE T
# EEFR

BEXEH

K%
Pl R 422
FERR

B A £ 8(HKD mil)

4,205.92
2,033.66
424 .07
902.54
770.11
648.60
231.17
542.43
388.52
483.86

B H & 585 (HKD mil)

31.43

91.92
716.50
236.59
269.52
389.54
483.75
147.25
299.41
203.75

B AR 3t € 55 (HKD mil)

4,237.35
2,125.58
1,140.57
1,139.13
1,039.63
1,038.14
714.92
689.68
687.93
687.61
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Market
Pro forma weight
A
5 [ 1
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3.0%
o
2.2% 1.8% o
. 1.3%
‘ 0.6% 0.1%
Total capas MXCN % in China A-shrwgtin A-shrwgtin A-shrwgtin A-shrwgtin QFIl (granted)
% of the AC World  Underweight MXEM MXEM AC World AC World  as % of float
world in global MFs  {IF=100%) (IF=5%) (IF=100%) (IF=5%) capin A
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Total Average

Total Average
Industry # of freefloat Freefloat industry company

availability et market market ADVT ADVT

cap cap
(US$ mn) (US$ mn) | 1000 mal (0SS mn)

=

GICS Sub-industry

Cable & Satellite

Commercial Printing

Distillers & Vintners

Drug Retail

Electric Utilities

Forest Products

General Merchandise Stores

Housewares & Specialties

Motorcycle Manufacturers

Multi-Utilities

Office Services & Supplies

Precious Metals & Minerals

Publishing

Research & Consulting Services

Systems Software
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v
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v
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Weekly MSCI market return (USD) correlation, past 10 years
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Industry
availability

GICS Sub-industry HK

Oil & Gas Exploration & Production

Total
freefloat
market
cap
(US$ mn)

41,973

# of
companies

Average
Freefloat
market
cap
(USS mn)

6,996 119

Total
industry
ADVT
(USS mn)

Average
company
ADVT
(US$ mn)

20

Casinos & Gaming

h8,718

7,340 320

40

Property & Casualty Insurance

7,867

3,934 23

12
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POLICIES/DEVELOPMENTS

Fiscal reforms

Financial market
reforms

* Division of responsibility and
spending rights between the
central and local govts, more
transparency and
accountability on spending
responsibilities, and a more
sustainable fiscal revenue
model.

* Increasing the role of market

forces, improving transparency

and efficiency of financial
markets, reinforcing the
mutual beneficial relationship

between the real economy and

the financial market.

VAT reform extended to
Telecom industry

d5Suggested budget
management and tax
collection system modifcation

AFurther discussion of
introducing property tax(by
State Council)

dAllowing local govt to issue
debt on a trial basis

OExpanded CNYUSD trading
band

O Preferred share issuance pilot
program

O SH-HK Stock Connect scheme

QO Nine new capital market reform

measures

OLowering ChiMext IPO access
indicator

QA EBanks not allowed to use
backdoor transaction that
involves disguising corporate
loan

QOBank's L/D ratio adjustment

04
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Land/rural/

hukou reforms

* Raising competitions between
SOE and private companies,
enhancing SOEs' profitability
by introducing private
capital/expertise and instilling
cost awareness, and
encouraging M&As to solve
over-capacity.

* Encouraging urbanization,

circulation of agricultural
land, developing intensive
farming, and bringing rural
commercial collective land
into the market to sustain
and rebalance growth.

QCITIC Pacific acquired CITIC
Group's entire asset

OO0pened up 80 state popjects
for private investment

OPetroChina injected its Eastern
China's asset into a subsidiary
and allowed private
investment

O Selected & SOEs as SOE
ownership reform pilots

OBank of Communications
applied for mixed ownership
pilot

O State Council approved China
Everbright to be transformed
to shareholding company

dDetailed urbanization plan
with concrete action plans

dAnnounced Hukou and public
service transition procedure

dlncluded agricultural
buildings into real estate
registration system
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HK-Shanghai Stock Connect scheme - allows cash equity 2014
trading link-up between HK and SSE (Shanghai Stock

Exchange)

Commodity trading link with HK 2015

£3 0
asE
S g E G hical (t
wx e eographica T I T IPO inclusion FIC trading link with HK
M i shenmense | | Tomeeen :
-E E E - - - . 3 2015
g o £ Further geographical expansion (to include Singapore, Taiwan,
g g s London)
=20
non
Further product expansion (to include equity derivatives, structured products ex ETFs)
2017

FIC and commodity link-ups with other exchanges
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Rebased price index (LOC) (event dates = 100)
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Annualized turnover velocity, 3M moving average
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Outward portfolio inuestrnerl in
equities as % of GDP
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As % of global market cap share
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NITERRE ARG

China (SH+SZ) Hong Kong Singapore London New York
Equity market cap (USSbn)

Dec 13 3,949 3,101 744 4,429 24,035
Avg daily equity market turnover (US$hn), 318 6.1 1.1 12.3 169.5
2013 . i . . .

Issuance, IPO + FO (USS bn), 2013 70.2 48.8 7.4 47.5 190.3
# of companies >US$1bn by market cap 01 377 94 422 2,317
# of companies >US%1bn by free float cap 337 230 b1 363 2,097
Size of bond market as % of GDP, 2013* 50% 71% 83% 242% 216%
Avg daily FX turnover (USShn), 2013* 44 275 383 2,726 1,263

Assets under management (USS$tr), 2012*

Employees in the financial sector (000"
Finance employees as % of total

Total number of CFA*

Note: * referring to the whole country; # referring to SH only. 16
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