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Revenue movements 1H 2020 vs 1H 2019

Total revenue and other income

Depository fees W $24m
($ million) Hosting services fees A $22m
Network fees A $19m
Market data fees A $11m
Others A\ $58m
8,578
306 86
I
1H 2019 Cash Market Derivatives LME LME Stock Exchange  Cash Market Others
Actual trading fees Market trading fees

trading fees

clearing fees

listing fees

clearing fees

- Net investment income (NII) ‘ Core business revenue

8,782

1H 2020
Actual



Cash Market trading fees @

Estimate based on volume change

Trading fees and trading tariffs

($ million) Average daily number
ADT of trades
$97.9bn| +20% | $117.5bn 1,603k |+ 14%)]| 1,834k
Trading days
119 + 3% 122
- «— 4+ —>
Southbound® 31
Northbound® 109 185 x (1 + 14%) x 31 x (1 + 86%) x 32 x (1 + 34%) x
ETF®) 3 (1 +3%) - 185 (1-5%)-31 (1 +3%) - 32
191 32 27 24 66 12 1,804 1,808
1,452 [ T
231 i )
1,036 x (1 + 15%®) x 59 x (1 + 46%) 109 x (1 + 69%) x | 1
Trading (1 +3%) - 1,036 -59 (1-1%) x (1 - 4%) : :
Fees® - 109 | 1
1H 2019 Effect on Effect on Effect of Effect of Effect of Effect of 1H 2020 1H 2020
Actual trading fees ™ trading tariffs Funds Southbound Northbound ETF® Estimate Actual
raised ® of Stock of Stock ”
Connect Connect @

Estimated trading tariffs: $185m(®

Estimated trading fees(®: $1,036m
(1,452 - 185 - 231)

[

Refers to % change in Headline ADT (ie, Stock Exchange trades (including DWs, CBBCs and warrants)) less SB ADT/2 less ETF
ADT (including L&! Product): 1H 2020: $100.1bn; 1H 2019: $87.1bn; A 15%

(Headline ADT — 1H 2020: $117.5bn; 1H 2019: $97.9bn

SB ADT — 1H 2020: $20.7bn; 1H 2019: $11.1bn;

ETF (including L&I Product) ADT — 1H 2020: $7.1bn; 1H 2019: $5.3bn)

Funds raised x 0.005% x 2 sides (Funds raised - 1H 2020: $865.2bn; 1H 2019: $593.3bn; A 46%)

Southbound (SB) trading fees: ADT of SB x no. of trading days x 0.005% x 50%

(SB ADT: 1H 2020: $20.7bn; 1H 2019: $11.1bn; A 86%; No. of trading days: 1H 2020: 106 days; 1H 2019: 111 days; W 5%)

w N

>

o

[

~

<— | —> Margin of errors

Change vs 1H 2019 Actual

Northbound (NB) trading fees: ADT of NB x no. of trading days x 0.00487% x 40%

(NB ADT: 1H 2020: RMB74.3bn; 1H 2019: RMB43.9bn; A 69%; No. of trading days: 1H 2020: 111 days; 1H 2019: 112 days;
W 19%; Exchange rate: 1H 2020: 1.09; 1H 2019: 1.14; ¥ 4%).

ETF (including L&I Product) trading fees = ADT x 0.005% x 2 sides x no. of trading days x (1 — exemption %)

(ADT — 1H 2020: $7.1bn; 1H 2019: $5.3bn; A 34%). Exemption % ~ 50%.

Trading tariffs of equity products traded on the Stock Exchange (included under the Cash segment) of $142m is disclosed in
the 2019 Interim Report. Trading tariffs of DWs, CBBCs and warrants (included under the Equity and Financial Derivatives
Segment) is estimated by average daily no. of trades (358k) x no. of trading days (119) x $0.5 x 2 sides = $43m.

Excluding trading fees arising from funds raised, Stock Connect and ETFs (including L&! Products)



Derivatives Market trading fees @
Estimate based on volume and sales mix change

Derivatives Market trading fees® -

($ million) HKFE ADV Stock Options ADV
672k + 0% 673k 508k -1% 502k
Trading days Trading days
119 +3% 122 119 +3% 122
«— 4 —>
976 25 (60) 3 9 953 949
— | —_—

HKEE 837 x (1 + 0%) x (837 + 25) x -7% 139 x (1 - 1%) x (139 + 3) x 6%
(1+ 3%) - 837 (1 +3%) - 139
1H 2019 HKFE volume HKFE sales mix Stock Options Stock Optoins 1H 2020 1H 2020
Actual change change volume change sales mix change Estimate Actual
1H 2020 1H 2019 1H 2020 1H 2019
Key Products Unit fee ($) Contract proportion® Key Products Unit fee () Contract proportion
HSI Futures & Options 10.0 37% 44% Tier 1 3.0 51% 46%
hHAi(l:ElISTLIJ:tLLJJ{LTI‘SeS Options + 35 60% 53% Tier 2 1.0 23% 26%
Mini HSCEI Futures 2.0 3% 3% Tiers o 26% 28%
Average fee per contract per side 586 6.32 Average fee per contract per side 1.89 1.78
0 Average fee per contract per Average fee per contract per @
- Change vs 1H 2019 Actual side ¥ 7% due to lower side g 6% due to higher
proportion in 1H 2020 related proportion in 1H 2020 related
to HSI Futures & Options to Tier 1 stock options

<— | —> Margin of errors

4. Trading tariffs of stock options = Fees included under Equity and Financial Derivatives segment ($99m,

1. Includes trading fees allocated to the Post Trade segment
disclosed in the 2019 Interim Report) + Fees allocated to Post Trade segment (estimated by ADV (508k)

2. Calculated based on % of total contracts of key products (ie, HSI Futures & Options, HSCEI Futures &
Options and Mini HSI & HSCEI Futures) x no. of trading days (119) x tariff per contract ($0.66 per note 5 below) = $40m).
3. Trading fees of HKFE products = Fees included under Equity and Financial Derivatives segment ($676m, 5. Fee/tariff per contract is calculated based on information disclosed in 2019 Annual Report:
disclosed in 2019 Interim Report) + Fees allocated to Post Trade segment (estimated by ADV (672k) x no. Trading fees of HKFE products allocated to the Post Trade segment ($308m) / (ADV (626k) x no. of
of trading days (119) x fee per contract ($2 per note 5 below) = $160m), and round up to $837m. trading days (246)) = $2 per contract.
Trading tariffs of stock options allocated to the Post Trade segment ($72m) / (ADV (442k) x no. of trading

days (246)) = $0.66 per contract.



LME trading and clearing fees @

Estimate based on volume change and fee increment

)

LME trading fees

($ million)
Chargeable ADV®

LME clearing fees ]

Chargeable ADV®

619k + 1% 625k 619k + 1% 625k

Trading days Trading days

124 +1% 125 124 [+ 1% 125

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
|
I

€S~ 9 > ! €S~ 3 —>
I
I
I

564 573 i 251 % (1+1%) (251+5) x 8%
512 10 42 ! X (L +1%) -
I ! 251

I
|
I

i 251 5 20 276 273

512 x (1 +1%) (512 +10) x 8% | —
x (1 +1%) - :
512 |
I
I
I
I
1H 2019 Volume Fee 1H 2020 1H 2020 ' 1H 2019 Volume Fee 1H 2020 1H 2020

Actual change increment ® Estimate Actual ! Actual change increment ¥ Estimate Actual
I
:

- Change vs prior period <— |—> Margin of errors

1. Chargeable ADV excludes Admin Trades (which became chargeable from May 2019 at a lower trading fee rate of US$0.04 per contract and a lower clearing fee rate of US$0.02 per contract) and other non-
chargeable trades.
2. An average of 8% fee increment effective from 1 Jan 2020 x



Stock Exchange listing fees @

Estimate based on no. of listed companies and newly listed DWs/CBBCs

Stock Exchange listing fees

($ million)
Average no. of
listed co.®

No. of newly listed

CBBCs
12,503 18,920
2,350 + 5% 2,476 +51%
DWs
5,048 + 8% 5,460 & 37 —>
Iws @ 509
99 965 928
847 19 I
Derivatives
475 x 80% X 5% 372 x 43% x 51% + segment
372 x 57% x 8%
Cash Cash
segment segment
1H 2019 Effect on @ Effect on 1H 2020 1H 2020
Actual annual listing fees newly listed Estimate Actual
(Cash segment) CBBCs & DWs

Approximately 80% of listing
fees in Cash Segment are Unit fee per CBBC/DW = 0.3
annual listing fees based on Ratio of fee from CBBC/DW in
FY2019 ($760m/$954m), 1H 2019 =
which move with the changes 12,503 x 0.3 : 5,048
in the average no. of listed =43%:57%
companies

1. Average number of listed companies represents the average number of listed companies at month end.

- Change vs 1H 2019 Actual

<— | —> Margin of errors

2. Inline Warrants were launched in July 2019. Issuers are entitled to full listing fee rebate on a maximum of 30 Inline Warrants until 30 June 2021.



Cash Market clearing fees ®

Estimate based on volume change

Clearing fees for Cash Market (CM) and fees for Sis

($ million)
ADT® Average daily value of Sl
$97.9bn +20% $117.5bn $254.4bn + 34% $339.7bn
Trading days
119 + 3% 122 €— +33 —>
58 1,699
179 102 I ITTT T T T T 1,666
1,360 | i ! Fees
I : ) (Sis)
168 ! :
1 1
1 1
1 1
1
Clearing 940 x (1 + 20%) x 168 x (1 + 69%) x 252 x (1 + 34%) x E 1 Clearing
fees (CM) other 78/81 x (1 +3%) — (1-1%) x (1 - 4%) 74183 x (1 +3%) — i ! Fees (CM)
than NB Stock 940 - 168 252 : 1
Connect trades I :
1
1 1
1H 2019 Effect on Effect of Northbound Stock Effect on fees for Sls 1H 2020 1H 2020
Actual clearing fees (CM) other Connect® Estimate Actual

than Northbound Stock
Connect trades

Clearing fees and Sl fees are impacted by transaction sizes. See next slide for analysis

1. For Stock Exchange trades (including DWs, CBBCs and warrants), excluding stock options

Change vs 1H 2019 Actual

<— —> Margin of errors

2. Northbound (NB) clearing fees: ADT of NB x no. of trading days x 0.002% x 50% + ADT of NB x no. of trading days x 0.002% (NB ADT: 1H 2020: RMB74.3bn; 1H 2019: RMB43.9bn; A 69%;

No. of trading days: 1H 2020: 111 days; 1H 2019: 112 days; ¥ 1%; Exchange rate: 1H 2020: 1.10; 1H 2019: 1.14; ¥ 4%).
3. The impact of Southbound fees is immaterial and therefore not included in the analysis.

X



Cash Market clearing fees ®

Impact of transaction sizes of the trades / Sls

Clearing fees for Cash Market (CM) Fees for Sls
Clearing fees are subject to maximum and minimum fees per trade. The increase in Fees for Sls are subject to maximum and minimum fees per trade. The increase in
average transaction size (1H 2020: $64k; 1H 2019: $61k) resulted in a lower average transaction size (1H 2020: $3.1m; 1H 2019: $2.5m) resulted in a higher
proportion of Cash Market trades being subject to the minimum fee of $2. The fee proportion of Sl transactions being subject to the maximum fee of $100. The fee rate
rate per trade value of various average transaction sizes based on actual fee rates per Sl value of various average transaction sizes based on actual fee rates
calculated from historical quarterly results from Q1 2017 to Q1 2020 are set out as calculated from historical quarterly results from Q1 2017 to Q1 2020 are set out as
follows: follows:

0.0085 + 0.00095 T
g g 0.00090 +
? 0.0080 1 1
= IS
g = 0.00085 +
= n
& = 0.00083%
> [ [y
< Qo
> <]
g 0.0075 A IS 0.00080 +
I @
= (7]
- [,
Q
o
g 0.00075 T 0.00074%
é 0.0070 -
i (1H

0.00070 + !
(aH 2019)3 ‘ (1H 2020) (1H 2020)
$61K | | $64k ° i '
L L \ \ \ } 1 $2.5m | $3.1m
0.0065 t t t t t | 0.00065 + " " f
55 60 65 70 75 80 85 1,000 2,000 3,000 4,000 5,000
Average transaction size ($'000) Average transaction size ($'000)



Estimate of 1H 2020 revenue

Total revenue and other income

($ million)
Excluding NIl
<« 2 —>
339
2 (23) o7 25 118 | o
I L7922
1H 2019 Cash Market Derivatives LME LME Stock Exchange  Cash Market 1H 2020 1H 2020
Actual trading fees Market trading fees clearing fees listing fees clearing fees Estimate Actual

trading fees

Net investment income (NII) . - Core business revenue <— > Margin of errors
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EBITDA margin

EBITDA margin generally moves in the same direction with revenue

($ million)
REVENUE PR
15867 16311
13,375 13,180
11,116
8,723 ek
2013 2014 2015 2016 2017 2018 2019 2020
4,110
2,777 2,958 3,290 3,455 3,566 4,048
i |
2013 2014 2015 2016 2017 2018 2019 2020
74% 75% ?
5% : 73% ’
68% 70% 69%
11,757 12,263
10,085 9,614
7,661
2013 2014 2015 2016 2017 2018 2019 2020
R

EBITDA margin

(A )

significant proportion of
opex is fixed in nature

If revenue comes under
pressure, non-critical

projects may be deferred
and costs control measures
will be implemented to try
to maintain an overall
EBITDA margin in the
region of 65% - 70%

\ (1H 2020: 76%)

J




Net Investment Income

External portfolio affected by broader market
Income from internal funds move with fund size and interest rate

Net investment income

($ million)

Corporate Funds
(External Portfolio)

535

Corporate Funds
(Internal)

210 204

Margin Funds

729 714

- Im

(138)

1H 2019 1H 2020

11

1H 2019 1H 2020

1H 2019 1H 2020

Clearing House
Funds

45 58

Total

1,519

838

1H 2019 1H 2020

1H 2019 1H 2020



Net investment income

Fund size at Key facts Comments

30 June 2020

(HK$bn)
Externally- 6.7 + Designed to enhance returns The performance of each asset
managed class can be estimated by making
Corporate » Highly diversified across asset classes, with over reference to some public
Funds 20 different fund managers, helping to mitigate benchmarks such as MSCI World
(External portfolio volatility and asset class concentration Index, Bloomberg Barclays Global
Portfolio) risk Aggregate Index and Bloomberg

Barclays U.S. Treasury Bond
» The allocation of the Group’s External Portfolio by Index.

asset class as of June 2020 is as follows:
5.1% annualised return up to 30

Public Equities 23% June 2020 since inception
Absolute Return 22% (cumulative gain of HK$1.2bn),
Multi-Sector Fixed Income 29% despite recent market volatility
US Government Bonds and MBS 26%
100%
Internally- 24.1 + Certain funds are set aside to comply with Generally moves in line with the
managed regulatory capital requirements of regulated prevailing deposit rates.
Corporate entities of the Group and further funding has to be
Funds set aside for liquidity requirements of the Group

and HK clearing houses to cover daily stress
scenarios and operational funding of the Group’s
subsidiaries in the UK and PRC

* Mainly invested in medium-term and short-term
deposits



Net investment income

Fund size at Key facts Comments
30 June 2020
(HK$bn)
Margin Funds 94.1 * Income affected by the Margin Fund size (which is Income generally moves in line
- HK (77.3 for driven by open interest and margin requirements with the prevailing deposit rates.
HKCC & per contract) and also interest rates
SEOCH) * Mainly invested in overnight, shortterm and

medium-term deposits, generally below 12
months.

» Effective from September 2019, interest rebates
payable for HKD margin for HKCC and SEOCH
are calculated based on 0.5 x 1 month HIBOR
minus 25 bps.

» For negative interest currencies such as JPY and
EUR, accommodation income is collected from
participants based on actual cost plus 25 bps.

Clearing 9.3 * Income affected by fund size and interest rates. Income generally moves in line
House Funds * Mainly invested in very short-term deposits. with the prevailing short-term
- HK « A portion of income has to be paid to Participants. deposit rates.
Margin Fund 57.9 * Income affected by fund sizes. Around 17bps is kept by LMEC as
— LMEC * LMEC keeps a fixed spread on the funds. most of the collateral are
» Accommodation income is collected from denominated in USD.

members on cash collateral where the investment
Default Fund 7.6 return on the collateral is below the benchmarked
— LMEC interest rates stipulated in the clearing rules

13



