QUESTIONNAIRE ON PROPOSAL FOR INTRODUCTION OF
VOLATILITY CONTROL MECHANISM IN THE SECURITIES
AND DERIVATIVES MARKETS AND CLOSING AUCTION
SESSION IN THE SECURITIES MARKET

We invite interested parties to respond to the Consultation Paper on Proposal for Introduction
of Volatility Control Mechanism in the Securities and Derivatives Markets and Closing
Auction Session in the Securities Market, which can be downloaded from the HKEx website
at: http://www.hkex.com.hk/eng/newsconsul/mktconsul/Documents/cp201 501 pdf

This Questionnaire contains four parts:

*  Part A: General Information of the Respondent;

*  Part B: Consultation Questions — Volatility Control Mechanism (Q1-Q17);

*  Part C: Consultation Questions - Closing Auction Session (Q18-Q37); and

*  Part D: Consultation Questions - Implementation Approach and Timeline (Q38-Q40)

All responses should be made in writing by completing and returning to HKEx of Part A, B,
C and D of this Questionnaire no later than 10 April 2015 by one of the following methods:

By mail or Corporate Communications Department

hand delivery to: Hong Kong Exchanges and Clearing Limited
12" Floor, One International Finance Centre
1 Harbour View Street

Central
Hong Kong
By fax to: (852) 2524-0149
By e-mail to: response@hkex.com.hk

Please mark in your response with the following subject line: Re: Consultation Paper on
Proposal for Introduction of Volatility Control Mechanism in the Securities and
Derivatives Markets and Closing Auction Session in the Securities Market

Our submission enquiry number is (852) 2840-3844.
The names of persons who submit comments together with the whole or part of their

submissions may be disclosed to members of the public. If you do not wish your name to be
published please indicate so in Part A.



Privacy Policy Statement

Hong Kong Exchanges and Clearing Limited and from time to time, its subsidiaries, affiliated
companies controlling it or under common control with it and its joint ventures (each such
entity, from time to time, being "HKEX", "we", "us" or an "affiliate" for the purposes of this
Privacy Policy Statement as appropriate) recognises its responsibilities in relation to the
collection, holding, processing, use and/or transfer of personal data under the Personal Data
(Privacy) Ordinance (Cap. 486) ("PDPO"). Personal data will be collected only for lawful and
relevant purposes and all practicable steps will be taken to ensure that personal data held by
HKEx is accurate. HKEx will use your personal data in accordance with this Privacy Policy
Statement.

We regularly review this Privacy Policy Statement and may from time to time revise it or add
specific instructions, policies and terms. Where any changes to this Privacy Policy Statement
are material, we will notify you using the contact details you have provided us with and, as
required by the PDPO, give you the opportunity to opt out of these changes by means notified
to you at that time. Otherwise, in relation to personal data supplied to us through the HKEx
website, continued use by you of the HKEx website shall be deemed to be your acceptance of
and consent to this Privacy Policy Statement.

If you have any questions about this Privacy Policy Statement or how we use your personal
data, please contact us through one of the communication channels below.

HKEXx will take all practicable steps to ensure the security of the personal data and to avoid
unauthorised or accidental access, erasure or other use. This includes physical, technical and
procedural security methods, where appropriate, to ensure that the personal data may only be
accessed by authorised personnel.

Please note that if you do not provide us with your personal data (or relevant personal data
relating to persons appointed by you to act on your behalf) we may not be able to provide the
information, products or services you have asked for or process your request.

Purpose

From time to time we may collect your personal data such as your name, mailing address,
telephone number, email address and login name for the following purposes:

1. to process your applications, subscriptions and registration for our products and services;

2. toperform or discharge the functions of HKEx and any company of which HKEx is the
recognised exchange controller (as defined in the Securities and Futures Ordinance (Cap.
571));

3. toprovide you with our products and services and administer your account in relation to
such products and services;

4.  to conduct research and statistical analysis; and

other purposes directly relating to any of the above.
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Direct marketing

Except to the extent you have already opted out or in future opt out, we may also use your
name, mailing address, telephone number and email address to send promotional materials to
you and conduct direct marketing activities in relation to our financial services and information
services, and related financial services and information services offered by our affiliates.

If you do not wish to receive any promotional and direct marketing materials from HKEx or do
not wish to receive particular types of promotional and direct marketing materials or do not
wish to receive such materials through any particular means of communication, please contact
us through one of the communication channels below.

Identity Card Number

We may also collect your identity card number and process this as required under applicable
law or regulation, as required by any regulator having authority over us and, subject to the
PDPO, for the purpose of identifying you where it is reasonable for your identity card number
to be used for this purpose.

Transfers of personal data for direct marketing purposes

Except to the extent you have already opted out or in future opt out, we may transfer your name,
mailing address, telephone number and email address to our affiliates for the purpose of
enabling our affiliates to send promotional materials to you and conduct direct marketing
activities in relation to their financial services and information services.

Other transfers of personal data

For one or more of the purposes specified above, the personal data may be:

1. transferred to our affiliates and made available to appropriate persons in our affiliates, in
Hong Kong or elsewhere and in this regard you consent to the transfer of your data
outside of Hong Kong; and

2. supplied to any agent, contractor or third party who provides administrative or other
services to HKEx and/or any of our affiliates in Hong Kong or elsewhere.

How we use cookies

If you access our information or services through the HKEx website, you should be aware that
cookies are used. Cookies are data files stored on your browser. The HKEx website
automatically installs and uses cookies on your browser when you access it. Two kinds of
cookies are used on the HKEx website:

Session Cookies: temporary cookies that only remain in your browser until the time you leave
the HKEx website, which are used to obtain and store configuration information and administer
the HKEx website, including carrying information from one page to another as you browse the
site so as to, for example, avoid you having to re-enter information on each page that you visit.
Session cookies are also used to compile anonymous statistics about the use of the HKEx
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website.

Persistent Cookies: cookies that remain in your browser for a longer period of time for the
purpose of compiling anonymous statistics about the use of the HKEx website or to track and
record user preferences.

The cookies used in connection with the HKEx website do not contain personal data. You may
refuse to accept cookies on your browser by modifying the settings in your browser or internet
security software. However, if you do so you may not be able to utilise or activate certain
functions available on the HKEx website.

Compliance with laws and regulations

You agree that HKEx and its affiliates may be required to retain, process and/or disclose your
personal data in order to comply with applicable laws and regulations, or in order to comply
with a court order, subpoena or other legal process, or to comply with a request by a
government authority, law enforcement agency or similar body (whether situated in Hong
Kong or elsewhere). You also agree that HKEx and its affiliates may need to disclose your
personal data in order to enforce any agreement with you, protect our rights, property or safety,
or the rights, property or safety of our affiliates and employees.

Corporate reorganisation

As HKEXx continues to develop its business, we may reorganise our group structure, undergo a
change of control or business combination. In these circumstances it may be the case that your
personal data is transferred to a third party who will continue to operate our business or a
similar service under either this Privacy Policy Statement or a different privacy policy
statement which will be notified to you. Such a third party may be located, and use of your
personal data may be made, outside of Hong Kong in connection with such acquisition or
reorganisation.

Access and correction of personal data

Under the PDPO, you have the right to ascertain whether HKEx holds your personal data, to
obtain a copy of the data, and to correct any data that is inaccurate. You may also request
HKEX to inform you of the type of personal data held by it. All data access requests shall be
made using the form prescribed by the Privacy Commissioner for Personal Data ("Privacy
Commissioner") which may be found on the official website of the Office of the Privacy
Commissioner.

Requests for access and correction or for information regarding policies and practices and
kinds of data held by HKEx should be addressed in writing and sent by post to us (see contact
details below).

A reasonable fee may be charged to offset HKEx;'s administrative and actual costs incurred in
complying with your data access requests.



Termination or cancellation

Should your account with us be cancelled or terminated at any time, we shall cease processing
your personal data as soon as reasonably practicable following such cancellation or termination,
provided that we may keep copies of your data as is reasonably required for archival purposes,
for use in relation to any actual or potential dispute, for the purpose of compliance with
applicable laws and regulations and for the purpose of enforcing any agreement we have with
you, for protecting our rights, property or safety, or the rights, property or safety of our
affiliates and employees.

Contact us

By Post:

Personal Data Privacy Officer

Hong Kong Exchanges and Clearing Limited
12/F., One International Finance Centre

1 Harbour View Street

Central

Hong Kong

By Email:
pdpo@hkex.com.hk




Part A General Information of the Respondent

(1) Please state whether your response represents your personal or your company’s view by
checking ([XI) the boxes below and filling in the information as appropriate:

[X] Company view

Market represents*:  [X] Securities Market X] Derivatives Market
Company name*: The Hong Kong Society of Financial Analysts

Company type*: HKEx Participant:- [ | SEHK [ ] HKFE
[1HKSCC [JSEOCH [JHKCC
[] Listed company
[_] Fund, AUM (USS$ bil):
[] Professional body / Industry association
[ ] Banks / Financial Institutions
[ ] lvestment Advisory

Others, please specify:  Professional Bodies

Contact person*: Mr Frederick Tsang
Title: President
Phone no.*: 2501 0670 Email address:  info@hksfa.org

[] Personal view

Respondent’s full name*: Mr/Ms/Mrs

Phone no.*: Email address:

Among the following, please select the one best describing your position*:
[] Listed company staff [ ] HKEx participant staff [ ] Retail investor
[] Institutional investor [] None of the above

Important note: All fields marked with an asterisk (*) are mandatory. HKEx may
use the contact information above to verify the identity of the respondent.
Responses without valid contact details may be treated as invalid.




(2) Disclosure of identity

HKEx may publish the identity of the respondent together with Part B of this response to
the members of public. Respondents who do not wish their identities to be published
should check the box below:

[] IWe do not wish to disclose my/our identity to the members of the public.

Signature (with Company Chop if the response represents company view)



Part B Consultation Questions — Volatility Control Mechanism

Please indicate your preference by checking the appropriate boxes and provide reasons to
support your views. Where there is insufficient space, please attach additional pages as
necessary.

1.

Do you support the introduction of an instrument-level VCM based on a dynamic price
limit model in Hong Kong?

X Yes
[l No

Please give reasons for your view.

We are supportive of implementing an instrument-level VCM as it offers more
protection to the entire system without too much compromise on liquidity. VCM will
get the same companies which are dually listed on other exchange already having
VCM in place to be traded under very similar practice.

Do you agree that the proposed VCM model should only be applied to the HSI and
HSCEI constituent stocks in the securities market?

] Yes
0 No

Please give reasons for your view.

Do you agree that the proposed VCM model should only be applied to the HSI, HHI,
MHI & MCH (spot month and the next calendar month) index futures in the derivatives
market?

] Yes
] No

Please give reasons for your view.



Do you agree that the market should have a 15-minute uninterrupted trading period
before the end of the last continuous trading?

[]  Yes
] No

Please give reasons for your view.

Do you agree with the proposed reference price for the securities market, namely the
price of last trade 5 minutes ago? If not, what would you prefer?

] Yes

[l No, Iwould prefer:

Please give reasons for your view.

Do you agree with our proposed reference price for the derivatives market, namely the
price of last trade 5 minutes ago? If not, what would you prefer?

(] Yes

[l  No, I would prefer:

Please give reasons for your view.

Do you agree with the proposed triggering level for the securities market, namely 10%



10.

from the reference price across the proposed instruments covered by the VCM? If not,
what level would you prefer?

El Yes

J No, level that I would prefer:

Please give reasons for your view.

Do you agree with the proposed triggering level for the derivatives market, namely 5%
from the reference price across the proposed instruments covered by the VCM? If not,
what level would you prefer?

0 Yes

1 No, level that I would prefer:

Please give reasons for your view.

Do you agree that a maximum of two VCM triggers per trading session per instrument
should be imposed to minimise market interruption?

] Yes

X No, I would prefer: ~ multiple VCM triggers per trading session per
instruments

Please give reasons for
your view.

We would welcome multiple VCM triggers per trading session per instruments to
more than a maximum of two to bring us in line with other markets.

Do you support trading within a price limit during the cooling-off period? If not, do you
prefer another approach?

M Yes
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11.

12.

13.

14.

[  No, another approach that I prefer:

Please give reasons for your view.

After the cooling-off period, do you support resuming the same dynamic price limit
monitoring mechanism (i.e. £10% (+5%) from the last trade 5 minutes ago in the
securities (derivatives) market)? If not, do you prefer another approach?

|:| Yes

D No, I would prefer:

Please give reasons for your view.

Do you have any other suggestions on enhancing the resumption procedures?

Do you agree that the duration of the cooling-off period should be 5 minutes for both
the securities and derivatives markets? If not, what would you prefer and why?

] Yes

] No, I would prefer:

Please give reasons for your view.

Do you agree with the additional market data dissemination for the proposed VCM
model? If not, what would you propose and why?
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15.

16.

17.

[] Yes

] No, I would propose:

Please give reasons for your view.

If a VCM is triggered for a given instrument, should trading of related instruments (e.g.
futures contract of different contract months) on the same underlying continue as
normal?

[] Yes
O No

Please give reasons for your view.

It a VCM is triggered for a given instrument, should trading of derivatives (e.g. single
stock options or warrants) of that instrument continue as normal?

[ Yes
3 No

Please give reasons for your view.

Do you have any other comments on the VCM proposal?
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Part C  Consultation Questions — Closing Auction Session

18.

19.

20.

Do you support the introduction of the new CAS model in the Hong Kong securities
market?

Yes
] No

Please give reasons for your view.

We are supportive of introducing the new CAS model as it offers a systematic
approach to form the closing price, which is in line with other markets.

Do you agree that the new CAS model should only be applied to the major index
constituent stocks (i.e. Hang Seng Composite LargeCap Index and Hang Seng
Composite MidCap Index constituents as well as other Stock Connect Securities for
Southbound trading)?

[] Yes
|:| No

Please give reasons for your view.

Do you agree that the new CAS model should be applied to ETF? If yes, which type of
ETF should be applied?

D Yes

] (@ Applytoall ETFs

] (i1)  Only apply to ETFs with Hong Kong stocks as underlying

M No
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21.

22.

23.

Please give reasons for your view.

Do you agree that at a later stage, the new CAS model should be expanded to other
equity securities and funds as proposed? If so, when should the CAS be rolled out to
these securities and funds?

] Yes, roll out time should be:

|:] No

Please give reasons for your view.

Do you agree that that the new CAS model should exclude structured products, equity
warrants and debt securities?

[ Yes
L] No

Please give reasons for your view.

Do you support introducing a price limit during the CAS?

Please give reasons for your view.
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24.

25.

26.

27.

Do you support a price limit of 5% during the Order Input Period for all CAS Securities?

|:| Yes
[J] No

Please give reasons for your view.

Do you agree that a further price limit within the best bid and best ask should be applied
during the No-Cancellation Period and Random Closing Period?

Please give reasons for your view.

Do you agree that at-auction limit orders should be allowed throughout the CAS?

] Yes
= No

Please give reasons for your view.

Do you think short selling orders with a tick rule should be allowed during the CAS?

Please give reasons for your view.
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28.

29.

30.

31;

If short selling order is to be allowed, should it be at or higher than the reference price?

[l Yes
] No

Please give reasons for your view.

Do you agree that order amendment and cancellation should be disallowed during the
No-Cancellation Period and Random Closing Period?

[l Yes
[l No

Please give reasons for your view.

Do you agree that random closing be adopted in the CAS to prevent gaming?

] Yes
] No

Please give reasons for your view.

If random closing is to be adopted, should it be over a period of up to 2 minutes or
would you prefer a different duration?
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32.

33.

1L Up to 2 minutes

[] A different duration:

Please give reasons for your view.

In the absence of a final IEP, do you agree that the reference price should be used as the
closing price and for trade matching?

[0 Yes
[l No

Please give reasons for your view.

What would be the preferred duration of the CAS?

(i) Same as the proposed model, i.e. 7-minute Order Input Period to end the CAS at
16:12

(ii) 5-minute Order Input Period to end the CAS at 16:10
(iii)  Others, please specify:

] Approach (i)

] Approach (ii)

] Approach (iii), please specify:

Please give reasons for your view.
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34.

35.

36.

37.

Do you agree that some features of the new CAS model may also be beneficial for the
POS and/or the Trading Halts? If so, which feature(s)?

[ Yes, the feature(s):

I:I No

Please give reasons for your view.

Do you agree that any enhancements for POS and/or the Trading Halts should be
implemented later rather than during the introduction of the new CAS?

[ Yes
] No

Please give reasons for your view.

Do you foresee any issues with your day end processing such as margin calls in the
cash market due to the extended trading time for 12 minutes? If yes, how may the issue
be resolved?

[J  Yes, suggested solution:

|:| No

Please give reasons for your view.

To maintain the 45 minutes break before the start of AHFT, do you agree that the start
time of AHFT to be changed from 17:00 to 17:15? If not, what time do you prefer?

] Yes
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] No, time that you prefer:

Please give reasons for your view.
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PartD  Consultation Questions — Implementation Approach and

38.

39.

40.

Timeline

Which implementation approach for the securities market would you prefer:

(i) the development and testing of the VCM, CAS and Trading Halts functionalities
are to be implemented together on the AMS/3.8 platform and be rolled out one
by one; or

(i) (1) the development, testing and rollout of VCM and CAS are to be
implemented together on the AMS/3.8 platform, and (2) Trading Halts proposal
is to be introduced as part of the Exchange’s next-generation trading system, the

Orion Trading Platform-Cash; or
(iii))  Others, please specify.
[ Approach (i)

] Approach (ii)

] Approach (iii), please specify:

Please give reasons for your view.

What should be the implementation priority among the three initiatives (i.e. VCM, CAS
and Trading Halts) in the securities market?

Please give reasons for your view.

How long do you need to prepare for the rollout starting from the issuance of the
specification for each initiatives:

i) VCM:
] a). under 3 months;

O b). 4-6 months;

21



]
O

c). 7-12 months

d). >12 months

Please give reasons for your view.

(i)
O
[]
[]
L]

CAS:

a). under 3 months;
b). 4-6 months;

¢). 7-12 months

d). >12 months

Please give reasons for your view.

- End -
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