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Disclaimer 

This presentation does not constitute an offer, solicitation or invitation to subscribe for and/or purchase any 
securities in any jurisdiction in which such offer, solicitation or invitation is unlawful or is not authorised or to any 
person to whom it is unlawful to make such offer, solicitation or invitation. No action has been or will be taken 
under the requirements of the legislation or regulation of, or of the legal regulatory requirements of any 
jurisdiction.   
  
Currently, access to the Northbound Trading Link of Shanghai-Hong Kong Stock Connect is only available to 
intermediaries licensed/regulated in Hong Kong; access to the Southbound Trading Link of Shanghai-Hong 
Kong Stock Connect is only available to intermediaries licensed/regulated in Mainland China. Direct access to 
Shanghai-Hong Kong Stock Connect is not available outside Hong Kong and Mainland China.  
 
The information provided in this presentation is provided on an “as is” and “as available” basis and may be 
amended or changed in the course of the implementation of Shanghai-Hong Kong Stock Connect.  It is not a 
substitute for professional advice which takes account of your specific circumstances. 
 
This presentation contains some forward-looking statements.  These are based on current expectations, 
estimates, projections, beliefs and assumptions of HKEx about its businesses and the markets that it operates 
in.  These statements are not guarantees of future performance and involve certain risks, uncertainties and 
assumptions which are difficult to predict and depend on a number of factors beyond HKEx's control.  
Therefore, actual outcomes and returns may differ materially from what is expressed or forecasted in such 
forward-looking statements.  We caution readers not to place undue reliance on the expectations expressed in 
such forward-looking statements. 
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2014 – Key Achievements 
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Record fundraising year; 2nd globally in IPOs 

Successfully launched Shanghai-Hong Kong Stock Connect; enhancements 
being implemented 

Revenue and other income up 13% mainly driven by increase in trading 
volumes and related revenue 

ADV on LME hit record high; introduced three London Metal Mini Futures as 
the first step to building the “East Wing” of LME 

LME commercialisation in good progress; launched LME Clear for immediate 
incremental revenue 
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366 
297 

322 373 
441 

2011 2012 2013 2014 2015 YTD

677 

2014 Trading Trend  
Strong Momentum Continued into 2015 
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Cash Market 

Source: HKEx statistics, LME statistics     
2015 YTD: as of 27 February 2015 

Value traded (ADT) 

Derivatives Market 
(In ’000 contracts) 

Futures contracts traded (ADV) 

Options contracts traded (ADV) 

    Cash market ADT:  

Commodities 

584 

634 

676 

700 696 

2011 2012 2013 2014 2015 YTD

(In ’000 lots) 

 69.7  

 53.9  
 62.6  

 69.5  

 84.3  

2011 2012 2013 2014 2015 YTD

573 

488 
533 

577 

11%    Derivatives ADV: 8%      Commodities ADV: 4% 

Contracts traded (ADV) 

(In $ billions) 
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8,723 

9,849 

2,777 2,958 

5,946 

6,891 

4,552 
5,165 

3.95 4.44 

2013 2014 2013 2014 2013 2014 2013 2014 2013 2014

+16% 

+7% 

+13% 

+13% 

Highlights: 2014 Annual Results 
 

EBITDA margin  2% 
 

Revenue and other income 
outpaced operating expenses 

Revenue and other 
income 

Operating 
 expenses (1) EBITDA Profit attributable to 

HKEx shareholders Shareholder value 

(EPS, $) 

 ($ million) 

(1) Excludes depreciation and amortisation, finance costs, and share of loss of a joint venture  (2) As at 31 December 

68% 70% 

  trading volumes & related 
revenue 

  in all other categories of 
revenue and income  

  LME Group (launch of LME 
Clear in September 2014, partially 

offset by reduced gain on LCH) 

  staff costs due to increased 
headcount 

  legal fees for defending 
litigation 

Partially offset by one-off 
$77m recoveries from Lehman 

liquidators 

Lower % increase than 
EBITDA due to  tax and D&A 

 
 D&A $140m due to completion 
of data centre in Q4 2013 and new 

system launches 
One-off UK deferred tax credit  of 

$108m in 2013 

Substantial value created for 
shareholders 
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Margin 

+12% 

+33% 

129.30 171.70 

(Share price, $)2 



3,509 
3,760 

1,016 1,102 

1,631 

1,998 

629 725 737 769 
620 

788 
581 707 

2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014

Trading fees  
and trading tariff 

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 

2014 Annual Results 
Revenue and Other Income 

  ADT and ADV of 
commodities and 

stock options 
contracts 

 
Offset by  average 

daily number of 
derivatives contracts 

traded on HKFE 

 ADT, trades settled 
at minimum fee 

 
Contribution from 
LME Clear since 
September 2014 

($187m) 

 Scrip fees, 
electronic IPO 

services fees, stock 
withdrawal fees, 

dividend collection 
fees and corporate 

action fees 

Full year effect of 
new OMD datafeeds 

introduced in 2013 2H 
and greater demand 
for non-display data 

services 

  Throttle sales due 
to Stock Connect 

  
  Brokerage fees on 
direct IPO allotments, 
hosting services fees 

and other network 
and sub-license fees 

Improved bank 
deposit rates on 

increased funds plus 
fair value gains  

Partially offset by 
reduced gains on 

LCH 

 Newly listed DWs, 
CBBCs and IPOs 

 
 Annual listing fees 

due to more listed 
companies 

 ($ million) 
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1,495 

1,716 

549 510 

302 294 
146 175 

285 263 
507 

647 

2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014

Completion of final 
phase of HK data centre 

in Q4 2013 and new 
system launches 

including LME Clear 

2014 Annual Results 
Operating Expenses and Depreciation & Amortisation 

Staff costs 
and related 
expenses  

IT and computer 
maintenance  

expenses 
Premises expenses 

Legal and 
professional  

fees  

Other  
operating 

expenses(1) 

Depreciation and 
amortisation 

 ($ million) 

(1) Includes product marketing and promotion expenses 

 Headcount due to LME 
IT insourcing, annual pay 

increments, launch of 
Stock Connect and LME 
Clear, and infrastructure 
and commercialisation 

initiatives of LME Group 

 IT costs due to LME IT 
insourcing, offset by  

maintenance costs for IT 
systems 

 Rental costs on 
renewal of certain leases 

and lower utility 
consumption 

 Legal fees incurred for 
litigation 

$77m recoveries and 
receivables from Lehman 

liquidators but partly 
offset by  maintenance 
and operating costs of 
HK data centre and  

promotion expenses for 
Stock Connect and Asia 
Commodities products 
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Quarterly Trend 

All measures have risen since 2013 due to contribution from LME Group 
Increasing revenue trend since launch of LME Clear in September 2014 

Expenditure growth reflects inclusion of LME Group cost base and implementation of strategic projects 

Key Performance Indicators by Quarter 

 ($ million) 
(1)   

(1) Excludes depreciation and amortisation, costs relating to the acquisition of the LME Group, fair value loss on derivative component of convertible bonds, finance costs, 
        and share of loss of a joint venture 

1,148 1,068 1,004 
864 

1,158 1,170 1,200 
1,024 

1,178 1,189 
1,287 

1,511 

1,875  1,895  

1,693  1,748  

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

2,335  2,286  
2,471  

2,757  

484  492  458  523  
669  672  677  

759  734  689  753  782  

1,391  1,403  
1,235  1,225  

1,553  1,546  
1,457  1,390  

1,601  1,597  
1,718  

1,975  

2012 Q1 2012 Q2 2012 Q3 2012 Q4 2013 Q1 2013 Q2 2013 Q3 2013 Q4 2014 Q1 2014 Q2 2014 Q3 2014 Q4

Profit attributable to Shareholders Revenue and Other Income Operating Expenses EBITDA
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2,008 

1,240 
696 

2,293 

210 

5,946 

2,300 

1,266 
706 

2,917 

313 

6,891 

% 

83% 

76% 75% 
58% 55% 

11% 3% 4% 

100% 

9% 

Higher revenue from all 
sources 

Stable revenue offset by 
lower premises costs 
and more staff being 

redeployed to strategic 
capital projects 

Higher revenue from 
higher ADV and 

appreciation of GBP. 
Expenses   from 

increased headcount, 
marketing and litigation 

Higher revenue and 
investment income. 

Expenses  4% due to 
costs of LME Clear  

partly offset by $77m 
from Lehman liquidators 

One-off throttle sales 
from Stock Connect,     

increase in other 
network sub-license fees 

and hosting services 
income 

Overall EBITDA margin 
 2%  

Equity & Financial 
Derivatives Clearing Platform & 

Infrastructure 
Group Total 

(incl. Corp. Items) 

Performance by Operating Segment 
EBITDA 

Cash Equity 

2013 

 

Share of Group EBITDA (before Corporate Items)  % 

Commodities 

Overall EBITDA margin increased to 70% 

2014 2013 2014 2013 2014 
 

2013 2014 2013 2014 2013 2014 

15% 

2% 
1% 

27% 

49% 

16% % EBITDA margin 

82% 80% 83% 

61% 67% 

68% 70% 

31% 31% 19% 17% 
36% 39% 

100% 
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 ($ million) 



Increase in both assets and liabilities substantially attributable to the launch of LME Clear 

117 

31 

75 

60 

135 

86 

252 

0

50

100

150

200

250

300

31 Dec 2013 Core business
growth

LME Clear
Collateral

LME Clear
Derivatives

31 Dec 2014

Balance Sheet: Impact of LME Clear 

Balance Sheet Size  
 (Total Assets and Total Liabilities/Equity) 

Core business 

($ billion) 

Impact of LME Clear 
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Collateral balances 

 LME Clear collects margin and contributions 
to clearing house funds from participants, 
based on the open derivative positions 

 At year end this amounted to $75 billion 

Derivative positions 

 Gross fair value of contracts being cleared 
through LME Clear ~ $1.2 trillion 

 Nature of contracts, where the gross value 
is settled, requires participants’ net positions 
totaling $60 billion to be recorded on 
balance sheet 
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Evolution of Hong Kong and Mainland Financial 
Markets 
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1 

IPO Era 
• Key growth driver in the 

past 20 years 
• Primary offshore equity 

capital formation centre 
• Markets remained 

segregated 

 

2 

3 

Opening Up Era 
• Internationalisation of RMB 
• Development of Free Trade Zones 
• International investors are invited in 
• Domestic investors are                   

allowed out  
 4 

1993 - 2009 

2001 - 2010 

2010 - 2014 

2015  
and beyond 

HK & International 
Market 

Mainland Market 

Mutual Market 

China’s opening up over time presents both opportunities and challenges for Hong Kong as an IFC 

1 

3 

Domestic Growth Era 
• International funds flowed into the 

Mainland from IPO proceeds 
• Domestic capital markets began to 

develop and rose fast in both scale 
and depth 

• Equity derivatives and Commodities 
products turnover is already leading 
the world 

• Launch of QFII and QDII 
 

2 
Mutual Market Era 

• SH-HK Stock Connect  
• Internationalisation at China’s doorstep  
• Same time zone & home market rules 
• RMB 
• Exchanges in the Mainland and HK will 

become “gateways” on each side 

4 



SZSE CFFEX DCE SHFE ZCE 

Moving Towards a Mutual Market Era 
Stock Connect’s model is scalable and replicable across multiple 
asset classes 

Mutual Market 
Mainland / HK 

Equities 

International 
Equities 

Equity 
Derivatives Commodities 

Fixed Income Currency 

SSE 

Trading 
Link 

Clearing 
Link 

HKD / USD / EUR / GBP 

Regulatory Collaboration 

Regulatory Collaboration 

HKD / USD / EUR / GBP 
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16 16 

Q & A 

HKEx Group Website: www.hkexgroup.com 
HKExnews Website: www.hkexnews.hk 



Agenda 

17 

HKEx Group Business Review 1 

HKEx Group Financial Review 2 

Strategy Update 3 

Appendix 4 



Business Updates 
Cash Equity 
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2014 was a transformational year marked by the launch of Stock Connect 

 Launched Shanghai-Hong Kong Stock Connect 
 97 CCEPs and 63 Trade-through EPs registered for Northbound Trading 
 Enhancements in progress  

 11 trading days in December with daily turnover > $100 billion 
 Published consultation on Closing Auction Session and Volatility Control 

Mechanism in January 2015 

 

 IPO funds raised up 38% y-o-y, reaching $232.5 billion 

 Published Concept Paper on Weighted Voting Rights 
 ETFs reached 122, witnessed record high turnover of $1,168 billion 
 12 newly listed ETFs in 2014, including: 

 The first RQFII ETF tracking Mainland's bond market 
 The first RQFII sector ETF 

Products 

Trading 

 Relocated HKSCC’s depository counter and CCASS back-up centre to Exchange 
Square in November 2014 

 Gaining recognition as third country CCP by ESMA 
 Alternative Pre-trade Checking mechanism and Delivery-versus-Payment 

Settlement Instructions for Stock Connect to be launched in March 2015 

Clearing 



55 50 

30 
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QFII * Stock Connect
N/B @ Full

Quota

RQFII * Stock Connect
N/B to date

(27 Feb 2015)

Update on Stock Connect 
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Average Daily Turnover Aggregate Quota Usage 

RMB 
5.2bn 

0.6% % of SSE total 

3.1x multiple of quota used 

HKD  
1.1bn 

0.6% % of SEHK total 

2.1x multiple of quota used 

Enhancements in Progress 

Northbound 

Southbound 

Source: HKEx, analyst research, press.  *Estimates of amounts currently invested (Total quotas awarded: QFII US$68bn; RQFII US$49bn).  
 

US$ billions 

Covered short-
selling of SSE 

securities started 
on 2 March 2015 

Alternative pre-
trade checking 

mechanism to be 
enabled in Q1 2015 

DvP Settlement 
Instructions for SSE 

securities to be 
enabled in Q1 2015 

Beneficial 
ownership – 

providing legal 
clarity to the market 



Continue to enhance market structure and maintain competitiveness  

 Record high turnover in equity derivatives in 2014 

 After-hours futures trading (AHFT) 
 Added Block Trading, Mini HSI Futures and Mini HHI Futures on 6 January 2014 
 Added RMB Currency Futures on 7 April 2014 
 Extended closing time from 11:00pm to 11:45pm on 3 November 2014 
 Added 3 London Metal Mini Futures on 1 December 2014 
 Accounted for 6% of day session’s trading volume 

Trading 

Clearing 

Products 
 CES 120 Futures awarded the Most Innovative New Contract Launch by FOW in 2014 

 Launched CES China 280 Index in July 2014 

 Launched new index series on Stock Connect in December 2014 
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 Enhanced clearing service for AHFT’s extension of trading hours 

Business Updates 
Equity Derivatives 



 RMB Currency Futures – trading volume up 48% 

 Daily volume record high: 6,318 contracts on 19 March 2014 
 Open interest record high: 23,887 contracts on 14 February 2014 
 Included in the AHFT session since 7 April 2014, accounted for 7.7% of day session 
 Introduced Active Trader Programme and Spread Enhancement Programme in 

January 2015 

 Held RMB FIC Conference on 22 May in Hong Kong 
 Second conference to be held in June 2015 

Continuing to develop FIC offering driven by RMB internationalisation 

Products 

Trading 

 OTC Clear obtained no-action relief from US CFTC in May 2014 
 OTC Clear developing clearing of cross currency swaps for launch by end of 

2015 Clearing 
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Business Updates 
Fixed Income and Currency 



Transformational initiatives are taking the commodities business to the next level 

 Commercialisation: announced new fees in September 2014 with effect from 1 
January 2015 

 Continuing with warehousing reforms 
 Maintaining further investments in the Ring 
 Administering London Platinum and Palladium fixings since 1 December 2014 

Products 

Trading 

 Introduced LMEwire in February 2014 
 LME Clear launched on 22 September 2014 

 43 LME Clearing Members transferred positions reflecting 100% of the open interest 
 HKCC extended services to support London Metal Mini Futures effective 1 December 

2014 
 

Clearing 
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 Trading momentum at the LME continues: ADV up 4%  
 Launched 3 new commodities contracts in Hong Kong on 1 December 2014 

 London Aluminium Mini Futures  
 London Copper Mini Futures  
 London Zinc Mini Futures  

 Attracted 3 liquidity providers and 18 Active Traders 
 Introduced HKFE/LME Reciprocal Membership Arrangement 

Business Updates 
Commodities 

traded and settled in RMB 



Enhanced Platform & Infrastructure Update 
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 Launched for securities market in June 2014 

 EP migration took place via 2 batches 

Orion Central 
Gateway  

(OCG) 

New Securities 
Trading Device 

(NSTD) 

 NSTD rolled out in November 2014 to replace the legacy AMS Terminals and MWS trading 
devices 

 Migration will be completed within 2015 

China Stock 
Connect (CSC) 

 “China Stock Connect System” and “China Stock Connect Open Gateway” have been 
operating smoothly 

Orion Market Data  
(OMD) 

 Introduced Mainland Market Data Hub (MMDH) in Shanghai on 3 March 2014 

 Expanded and launched for Derivatives Market in December 2014 

LME 

 Launch of LMEwire trade reporting service on 12 February 2014 

 LMEstage real time testing service launched on 21 March 2014 
 Successful insourcing of Information Technology from Xchanging on 1 May 2014 

 LMEnet service announced on 24 July 2014 



Financial Highlights – Income Statement 

($ million, unless stated otherwise) 2014 
% of revenue & other 

income 2013 
% of revenue & other 

income Y-o-Y  change 

Results 

Revenue and other income 9,849 100% 8,723 100% 13% 

Operating expenses (2,958) (30%) (2,777) (32%) 7% 

EBITDA 6,891 70% 5,946 68% 16% 

Depreciation and amortisation (647) (7%) (507) (6%) 28% 

Operating profit 6,244 63% 5,439 62% 15% 

Finance costs and share of loss a joint venture (206) (2%) (193) (2%) 7% 

Profit before taxation 6,038 61% 5,246 60% 15% 

Taxation (900) (9%) (700) (8%) 29% 

Non-controlling interests 27 0% 6 0% 350% 

Profit attributable to shareholders 5,165 52% 4,552 52% 13% 

Basic earnings per share $4.44 $3.95 12% 

Diluted earnings per share $4.43 $3.94 12% 

Average daily turnover on the Stock Exchange $69.5 billion $62.6 billion 11% 

Capex 512 730 (30%) 
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Performance by Operating Segment 

$ million  Cash Equity 
 Equity & 
Financial 

Derivatives  
 Commodities  Clearing  Platform and 

Infrastructure  
 Corporate  

Items 
Group 
2014 

Group 
2013 

                
Revenue and other income 2,761 1,666 1,274 3,503 465 180 9,849 8,723 

   % of Group Total 28% 17% 13% 35% 5% 2% 100% 100% 
Operating expenses (461) (400) (568) (586) (152) (791) (2,958) (2,777) 

EBITDA 2,300 1,266 706 2,917 313 (611) 6,891 5,946 

   % of Group Total (1) 34% 18% 10% 42% 5% (9%) 100% 100% 

   EBITDA margin 83% 76% 55% 83% 67% (339%) 70% 68% 

Depreciation and amortisation (89) (64) (322) (98) (46) (28) (647) (507) 

Finance costs - - - - - (196) (196) (183) 

Share of loss of a joint venture - (10) - - - - (10) (10) 

Profit before taxation 2,211 1,192 384 2,819 267 (835) 6,038 5,246 

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

LME’s results are included under ‘Commodities’ and ‘Corporate Items’ 
LME Clear’s results are included under ‘Clearing’ 
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Financial Highlights – Balance Sheet  

(1) Net Debt equals total borrowings minus cash and cash equivalents of Corporate Funds. It is zero since cash and cash equivalents of Corporate Funds is greater than     
total borrowings. 

(2) Amounts included $157 million for contribution to the Rates and FX Guarantee Resources of OTC Clear 

Leverage Ratios 

Total Debt 7,026 

Net Debt (1) - 

Total Debt / Assets  3% 

Total Debt / Equity 33% 

Total Debt / EBITDA 1.0x 

Net Debt / Equity 0% 

($ million, except %) 

Leverage ratios well within targeted ranges 
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Assets Liabilities and Equity

251,860 

Goodwill and other 
intangible assets 

17,901 

Other assets 
22,640 

Fixed assets 
1,603 

Other liabilities 
24,822 

HKEx’s shareholders’ 
equity 
21,273 

Corporate Funds 

10,264 

Margin Funds and 
Clearing House 

Funds(2)  
139,773 

Liabilities of Margin 
Funds and Clearing 

House Funds 
138,974 

Bank borrowings 
1,585 

251,860 

Derivative financial 
assets – base metals 

contracts cleared 
through LME Clear   

59,679 

Convertible bonds 
3,701 

Other borrowings 
1,740 

Derivative financial 
liabilities – base 
metals contracts 

cleared through LME 
Clear   

59,679 

Non-controlling 
interests 
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Quarterly Trend 
Revenue and Other Income 

922 894 833 860 938 827 956 1,039 

255 241 241 279 299 
242 

279 282 
431 408 386 406 

453 
390 

476 
679 69 276 

178 106 
92 

287 
218 

128 

188 
182 

181 186 
201 181 

194 
193 

140 157 
151 161 

189 164 
172 

248 

216 56 
161 148 

162 187 
172 

186 

2013 Q1 2013 Q2 2013 Q3 2013 Q4 2014 Q1 2014 Q2 2014 Q3 2014 Q4
Trading fees and trading tariff Stock Exchange listing fees
Clearing and settlement fees Depository, custody and nominee services fees
Market data fees Other revenue
Net investment income Sundry income

 ($ million) 

2,222 2,134 2,218  Total 

3 3 4 1 1 

2,149 

8 

2,286 2,335 

27 

4 

2 
2,471 2,757 



(1) Other costs include product marketing and promotion expenses, legal and professional fees and other operating expenses 

382  373  364  376  411  411  444  450  

123  127  136  163  136  125  114  135  74  75  75  
78  72  73  75  74  90  97  102  
142  115  80  

120  123  

2013 Q1 2013 Q2 2013 Q3 2013 Q4 2014 Q1 2014 Q2 2014 Q3 2014 Q4

Staff costs and related expenses IT and computer maintenance expenses

Premises expenses Other costs

669 Total 672 677 759 

Quarterly Trend 
Operating Expenses 

 ($ million) 

(1) 

734 689 

28 

753 782 
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