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I Key milestones

“Provisional Measures on the
Administration of the Domestic
Securities Investment of RMB
Qualified Foreign Institutional
Investors (Fund Management
Companies and Securities
Companies)” was released jointly by
CSRC, SAFE and PBOC. This marks
the official launch of RQFIlI scheme

21 Hong Kong fund
managers/securities firms were
approved in the first batch in Dec
2011, issuing products with 80% in
bonds and 20% in equities. The total
RQFII quota is RMB20 billion

,_1

Dec Apr
2011 2012
The State Council approved to .

increase RQFII quota by
RMBS50 billion to RMB70 billion

e Started from May .
2012, 4 Hong
Kong managers
were approved to
launch RQFII
ETF products

,_T

May
2012

Nov
2012

¢_1

Total RQFII quota was
increased by RMB200 billion to
RMB270 billion

The revised “Pilot Measures on Investment in Domestic
Securities by the Renminbi Qualified Foreign Institutional
Investors” was released jointly by CSRC, SAFE and PBOC,
which expanded scope of the scheme and relaxed
investment restrictions, e.g. asset allocation percentages

SAFE officially released “Circular of the State
Administration of Foreign Exchange on Relevant Issues
Concerning the Pilot Program of Investment in Domestic
Securities by the Renminbi Qualified Foreign Institutional
Investors”. On top of open-ended funds, other products or
funds have been included, which will be subjected to 6
months principle injection period, 1 year lock up period as
well as monthly repatriation frequency. The open up of the
RQFII product structure generate big business
opportunities

From Oct 2013
onwards, the
RQFII scheme
has been further
expanded to 18
overseas

countries/regions

/—f [

Mar May Oct
2013 2013 2013
e The revised “Circular on °

Relevant Issues On
Implementing the Pilot
Measures on Investment in
Domestic Securities by
Renminbi Qualified Foreign
Institutional Investors (RQFII)”
was released by PBOC on 2
May 2013, which revised the
requirements on account
opening, account management
and asset allocation

Markets

May
2015

¢_l

On 26 May 2015, FTSE .
announces the start of its
transition to include China
A Shares in its widely
followed global
benchmarks with the
launch of two transitional
indexes for Emerging

On 30 Nov 2015, the Executive
Board of the International
Monetary Fund (IMF) completed
the regular five-yearly review of
the basket of currencies that
make up the Special Drawing
Right (SDR), and decided to
include the RMB into the
currency basket of SDR as a fifth
currency along with the U.S.
dollar, the euro, the Japanese
yen, and the British pound.
(Note: The new basket became
effective on 1 October 2016)

’_f

Nov
2015

Sep
2016

¢_|

On 05 Sept 2016, SAFE RQFII Rules
further relaxed the requirements
regarding quota application and
control, including simplifying the quota
application process, easing the inward
and outward remittance, shortening
the lock up period, etc.

On 23 Sep 2016, CSRC verbally
advised that there will not be asset
allocation restriction on QFlls and
RQFIIs going forward. QFlls and
RQFlIs shall decide asset allocation
at discretion, but shall not allocate a
substantial percentage of assets on
cash and cash equivalent products.



I China Regulatory Structure

I CFETS* — State Council
The People’s Bank of China Banking China Securities China Insurance
ccDc* T China (PpBOC) a Regulatory Commission Regulatory Commission Regulatory Commission
(CBRC) (CSRC)?® (CIRC)
State Administration of The People’s Bank of
SCH* — Foreign Exchange China (PBOC) Shanghai
(SAFE)? Head Quarter
q China Securities . . .
Ocposionyand Clearing || Ehna Fnshcl Putres
9 9 Corp Ltd (CSDCC) 9

CSDCC Shenzhen

Branch CSDCC Shanghai Branch

Notes:

1. PBOC: The Central Bank of the People's Republic of China

2. SAFE: Administrative authority governing foreign exchange market activities

3. CSRC: Administrative authority that regulates the Chinese securities and futures markets

4. CFETS-China Foreign Exchange Trade System; CCDC-China Central Depository & Clearing Co., Ltd.; SCH-Shanghai Clearing House
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RQFII Scheme
Market overview

Allocated RQFII Quota in RMB (billion), as at December 2016

Australia 20 50 Total RQFII Quota: RMB 1,510 billion

Canada [l1.925 48075 50 No. of RQFII markets: 18
Chile i 50 50
France 56 80
Germany 5 73.457 80
Hong Kong 270
Hungary 50 50
Ireland 50 50
Korea 47 120
Luxembourg 36.313 50
Malaysia

Qatar

Singapore 33.58 100
Switzerland
Thailand
UAE

UK

80

USA

250 250

100 150 200 250 300

m Allocated Unallocated
Source: CSRC and SAFE website
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RQFII Scheme
Market overview

RMB Qualified Foreign Institutional Investor (RQFII) scheme

e Qualified financial institutions registered and having its principal place of business in the approved RQFII sites with asset management
license issued by the competent local securities regulator, and have already conducted relevant asset management business

e Total 18 RQFII sites: Australia, Canada, Chile, France, Germany, Hong Kong, Hungary, Ireland, Korea, Luxembourg, Malaysia, Qatar,
Singapore, Switzerland, Thailand, UAE, UK, USA

Applicable
institutions

e Exchange traded or transferred A-shares, bonds and warrants

e Fixed income products traded in interbank bond market

e Securities investment funds

e Equity index futures

e Subscription to IPO, additional issuance, rights issues, and convertible bond issuance
e Other instruments approved by CSRC

No explicit asset allocation restriction on QFlls and RQFIIs. QFlls and RQFlIs shall decide asset allocation at discretion, but shall not
allocate a substantial percentage of assets on cash and cash equivalent products.

e 10% for individual foreign investor; 30% for all foreign investors

Available
instruments

Foreign
ownership limit

Latest market statistics HSBC China maintains large market shares
Total number of approved RQFII (as of December 2016): 217 e HSBC provides integrated RMB related
Total approved quota in market (as of December 2016): RMB528.475bn prod_ucts and services in RQFI custody
service etc., and has 51.65%, as of 51.65%
Remaining quotal: RMB981.525bn December 2016, market share in terms

RQFII scheme has officially expanded to 18 sites of total approved RQFII quota 48.35%

Note:
1. Remaining quota = Total RQFII quota (RMB1,510 billion) — Total approved quota Source: CSRC and SAFE website mHSBC u Other



I RQFII Application and Account Opening Process (example)

Application
Documents
Institutions

Obtain Investment
License

A

Obtain Investment
Quota

Interbank -
Bond Market rm

e Filing with PBOC SHH to
invest in CIBM

Exch Mark
xchange Market 0]
|

e Open RMB account for securities
investment

e Set up RMB account for
CIBM trading

e Apply for the Investor ID at CSDC

SHH and SZN e Open bond account and
an

DVP cash clearing account
with CCDC, SCH

e Apply for trading in

e Report to Shanghai and Shenzhen interbank trading center

Stock Exchange l (CFETS)
RQFII Starts Trading in RQFII Starts Trading in
Stock Exchange CiBM
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I RQFII Scheme Developments

e Issuing products with

Phase I:

In 2011 — no more than 20% of fund raised investing in equity & equity fund

21 HK fund managers/ — no less than 80% of fund raised investing in fixed-income securities (including bonds & fixed-income
securities firms were funds)

approved in the first batch
e Most of the products (except 2) are HK SFC authorized funds, with a structure of HK domiciled Unit Trust

e The total RQFII quota is RMB20 billion

e 3 out of 21 chose HSBC as custodian — 100% market share of mandates awarded to foreign banks

e Total RQFII quota was increased by RMB50 billion to RMB70 billion

Phase II:

Starting from May 2012, 4 e Each tracking different indices

managers were approved to

issue RQFII ETF in the HK e HSBC won 3 out of 4 mandates to act as custodian
market
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I RQFII Scheme Developments (cont'd)

Ph - e On 1 March 2013, revised RQFII rules were issued by CSRC ,which expanded scope of the scheme and
ase it relaxed investment restrictions, e.g. asset allocation percentages
From 2013 onwards, RQFII

scheme has further expanded e As of date, RQFII scheme has officially expanded to 18 sites in total

to overseas countries
e HSBC is the first custodian bank servicing UK, France, Korea, Germany, Australia, Switzerland, Canada,

Luxembourg, Thailand, USA RQFIIs; and the first foreign custodian bank servicing Singapore RQFII

Announcement CSRC Approval Announcement CSRC Approval
Date for the Date date for the Date
RQFII scheme for the first RQFII scheme for the first
Country expansion RQFII Country expansion RQFII
UK Jul-13 Jan-2014 Luxembourg Apr-15 Nov-2015
Singapore Jul-13 May-2014 Chile May-15 N/A
France Jun-14 Aug-2014 Hungary Jun-15 N/A
South Korea Jul-14 Oct-2014 Malaysia Nov-15 N/A

United Arab
Emirates (UAE)

Qatar Nov-14 N/A Thailand Dec-15 Sep-16
. Canada ................... NOV14 ............. Jun2015 e Umted States ................ Juan .............. NOV16 .......
.'.A.l.J.S.t.r.a.d.i; ................. NOV14 ............. Mar2015 e I reland ........................ Dech ............... N/A .........
. SWIt Zerland .............. Janls ............. Jun2015 ............................................................................

Source: CSRC and PBOC website
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I Recent Developments

Further
Expansion of
RQFII markets

The RQFII pilot scheme had expanded to the United States with an investment quota of RMB250 billion and Ireland with
an investment quota of RMB50 billion in June and December 2016 respectively.

Shenzhen-
Hong Kong
Stock Connect

On 25 November 2016, the CSRC and Hong Kong Securities and Futures Commission (“SFC”) jointly announced the
official launch of Shenzhen-Hong Kong Stock Connect. Trading commenced on 5 December 2016.

There will be no aggregate quota under Shenzhen-Hong Kong Stock Connect.

RMB in SDR
Basket

International Monetary Fund (IMF) decided to include RMB into the currency basket of Special Drawing Right (SDR),
effective from 1 October 2016.

Clarity on CIBM
Capital Gain
Tax

What to
Expect?

Notes:

1.

2.
3.
4.

Source: PBOC website

Authorities including PBOC and CCDC have hosted a number of meetings in Q4 2016 to understand issues concerned by
Overseas Institutional Investor (“Oll”) and progressed on the following topics:

— Tax: 1) Clarified that capital gains from CIBM investments are outside the scope of Corporate Income Tax, as advised
by Ministry of Finance (“MOF”) and State Administration of Taxation (“SAT”) 2

2) CCDC and SCH are being evaluated by SAT as the withholding agents for 10% Corporate Income Tax?
— ISIN: CFETS is looking into having ISIN code assigned to all bonds on CIBM?
— Bond Repo: PBOC will look to gradually open bond repo to more investors®

— Trading on Bloomberg: CFETS is working to enable the trading function of CIBM bonds on Bloomberg#*

PBOC is working with HSBC on a FAQ to address some other issues such as beneficiary ownership in CIBM.

According to the PBOC meeting with CIBM bond settlement agents on 20™ October 2016
According to the CCDC conference on 22" November 2016 13
According to the PBOC training event organized in April 2016



I Future Outlook

New CSRC e The new CSRC QFII/RQFII regulations are still under revision by CSRC, which will focus on the alignment of the
QFII/RQFII Rule QFII/RQFII scheme. CSRC aims to :

1) simplify the QFII/RQFII application process
2) speed up the approval turn around time for QFII/RQFII license
3) enlarge the eligible investment scope

4) enhance the overall supervision

Index Inclusion e MSCI: On 15 June 2016, MSCI announced that they will delay including China A shares in the MSCI Emerging Markets
Index as part of the 2016 Annual Market Classification Review. MSCI will revisit the China A shares inclusion proposal as
part of their 2017 Market Classification Review.

e The potential inclusion of China debt instruments in Global Bond Indices, such as the JP Morgan EMGBI Index, the
Barclays EM Local Currency Government Bond Index and the Citigroup EMGBI Index, could have a significant impact on
investors in benchmarked fixed-income strategies, as they would need to restructure their portfolios to reflect the indices’
realignment.

e Market is expecting the inclusion of A-shares in global equity indices sooner than bond index inclusion.

14
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I RQFII scheme — Account management

o RQFII shall engage Custodians and Settlement Agent Banks to open one RMB Basic Deposit Account and

one/several RMB Special Deposit Accounts. RQFII that already has RMB Basic Deposit Account need not to
open another RMB Basic Deposit Account

e RQFII should open separate Special Deposit Accounts for settlement of funds for transactions at China
Interbank Bond Market (CIBM) and stock exchanges with RQFII custodian and settlement agent bank(s)
respectively. To trade index futures, a separate Special Deposit Account for index futures trading should be
RMB cash accounts opened with Futures Margin Depository Bank

o RQFII should also open separate accounts for its proprietary funds and its assets under management for its
clients. For the setting up of open ended funds, each fund should also have accounts
opened separately

e Cash transfers between Special Deposit Accounts and other accounts, specifically, cash transfers between the
RQFII’s proprietary account/client’'s assets/Open-ended funds are not allowed. Also, cash transfers
between different Open-ended funds are not allowed

e RQFII shall apply for opening one or multiple securities accounts from CSDC by its custodian
Securities accounts
opened with CSDC/
CCDC/SCH

e The above mentioned RQFII securities account(s) name shall be same as the approved RMB Special Deposit
account(s)

o RQFII shall apply for opening of bond accounts from CCDC/SCH by its settlement agent

16



I RQFII scheme — Quota control

o RQFIIs may obtain a Basic Quota up to a certain percentage of their asset size through filing with SAFE
e When applying for the investment quota which exceeds the Basic Quota, RQFII shall obtain SAFE’s approval
e When applying for additional quota for existing QFlIs:
— approved quota + additional quota < Basic Quota: filing with SAFE
— approved quota + additional quota > Basic Quota: shall obtain SAFE’s approval
e A Basic Quota will be granted according to below benchmark:

— For RQFII or its group company's asset (or assets under management) being mostly outside of mainland
China: Basic Quota = USD100 million + 0.2% * average asset size or securities assets under management in
the past three years - approved QFIl Quota (RMB equivalent);

Quota control — For RQFII or its group company's asset (or assets under management) being mostly within mainland China:
Basic Quota = RMB 5 billion + 80% * asset size or securities assets under management in the past one year -
approved QFIl quota (RMB equivalent);

— Sovereign funds, central banks, and monetary authorities may obtain corresponding investment quota based
on the investment needs in domestic capital market, and not be restricted by a certain percentage of their
asset size

e Where a RQFII fails to effectively utilize the investment quota within 1 year after filing or approval of investment
guota upon obtaining the investment quota, SAFE has reserved the right to revoke part or all of its unused
Investment Quota

e Adopted Balance Management regime: the accumulative net remitted-in amount by RQFIIs shall not exceed the
investment quota filed with or approved by SAFE

e Sell or transfer of quota is prohibited

17



I RQFII scheme — Lock up period and Repatriation

e Open-ended funds:
— No lock-up period
e Other products or assets:
Legiclyp geroe — The lock-up period for investment principal is 3 months. This lock-up period is counted from the date on
which RQFII’'s cumulative remitted-in investment principal reaches equivalent RMB100 million

— The above-mentioned principal lock-up period refers to the time period that restricts RQFIIs from repatriating
their investment principal overseas

e Open-ended funds:
— daily remittance or repatriation for net amount of subscription and redemption
e Other products or assets:
— no restriction in remittance or repatriation frequency after expiration of the lock-up period?!
Repatriation — for principal repatriation: not required to file with SAFE
— for profit repatriation: supporting documents are required?
e For all RQFlls:
— no limitation on the monthly repatriation amount

— SAFE may adjust RQFII’s repatriation timing, amount and timeframe based on China’s economic and
financial condition, supply and demand of foreign exchange market and international balance of payment.

Note:
1. Per HSBC verbal clarification with SAFE on 2016/08/23, Q1

18



I RQFII scheme — Investment

e Shares, bonds and warrants traded or transferred on the stock exchanges
e Fixed income products traded on China Interbank Bond Market (CIBM)
e Securities Investment Funds

Eligible investment
g e Index Futures (RQFII can refer to QFIl scheme)

products
¢ Small and Medium-sized Enterprise (SMESs) Private Placement Bonds
e Other financial instruments as approved by CSRC
e Currently, Repo, margin trading, or securities lending are not allowed for RQFII
Multiple brokers e Upto 3 brokers in each market
e A-shares are settled on T and cash movement on T+1. Failed trade is not allowed
Settlement _ _ _ _
e Bonds in CIBM are settled on T or T+1. Failed trade is allowed in CIBM
e Buy/sell the same stock on the same day that might lead to unfair transaction or transfer of interest is prohibited
e Short-selling is prohibited
Trading restrictions e Same-day turnaround trade is prohibited in exchange market except for bonds and warrants

¢ Repurchase transactions, derivatives/structured products and leveraged trading are not allowed in
CIBM market

19



RQFIlI scheme — Taxation

Corporate
Income Tax
(CIT) on
Dividends and
Coupon
Interest

Note:
CCDC is investigating internally on withholding tax at source, and will further discuss with MOF and SAT

1.

10% CIT withholding tax:

— For exchange traded securities: coupon interest and stock/cash dividends

Withholding party: paying agent (i.e., issuer)
Listed companies pay net amount to RQFIls and HSBC credits to RQFII’'s account on payment date

When listed companies only pay bonus issue without cash dividend, HSBC will deduct the 10% tax from RQFII's
RMB cash account and pay it to listed companies on the payment date of the bonus shares

— For CIBM bonds: coupon interest

Except for government bonds (issued by MOF) and local government bonds, coupon interest of PBOC bill and
other bonds are subject to 10% CIT withholding, but there is no standard WHT practice in CIBM market. Hence,
coupon interest is paid in gross amount to foreign investors?

— Deposit Interest (including interest from RMB cash balance, Clearing Reserve Fund, Warrant Collateral Fund)

HSBC (as the paying agent) withholds 10% CIT on the quarterly interest payment date for RQFII's interest
income derived from the cash balance in RQFII's Special RMB account and FCY account, as applicable

HSBC arranges the withholding tax payment for RQFII’s interest income derived from the clearing reserve fund
placed with CSDC on the same day

RQFII only receives net amount on interest payment date

Exemption:

— Coupon Interest of Government Bond (issued by MOF) and local government bonds (issued by municipal
government and approved by the State Council) is CIT exempt

Tax relief:

— RQFII who are eligible for a lower tax rate under a Double Tax Treaty can apply for tax-relief-at source/reclaim from
the paying agent’s domicile tax bureau

For RQFII's deposit interests, HSBC is willing, through our domicile tax bureau, to help eligible RQFllIs to file the
application to claim tax treaty benefit..

Shanghai Tax Bureau reviews the tax-relief-at source/reclaim application on a case-by-case basis

If RQFII's situation change, the RQFII is liable to advise HSBC of the change.

20



RQFII scheme — Taxation (cont’'d)

Corporate
Income Tax on
Capital gain

On 14 November 2014, MOF, SAT and CSRC jointly issued a notice regarding the tax treatment on capital gains for QFlII
and RQFII

It was advised that QFIl and RQFII will be temporarily exempted from CIT for the capital gains derived from transferring
stocks and other equity investment in Mainland China effective from 17 November 2014, and the capital gains derived
before 17 November 2014 shall pay corporate income tax

For securities traded on CIBM, theoretically capital gain realized from bond sales is out of the scope of CIT. As advised by
MOF and SAT on the PBOC meeting with CIBM bond settlement agents on 20t October 2016, the framework for CIBM
capital gain CIT is close to finalization, by which CIT shall be exempted.

Value-Added
Tax (VAT)

According to Caishui [2016] No. 36 (released on 23 March 2016) and Caishui [2016] No. 70 (released on 30 June 2016),
MOF and SAT stipulate that:

Items outside VAT scope: interest from deposit
Interest income of Government bonds issued by MOF and local government bonds are exempted from VAT

Income derived from securities trading through domestic companies entrusted by QFlIs and RQFIIs are exempted from
VAT

Trading Income derived from investments in CIBM by overseas institutional investors, which are recognized by PBOC,
is exempted from VAT

21



I RQFII scheme — Reporting

e Arranged/acknowledged by RQFII: quarterly report and annual report
e Prepared by custodian:
— Regulatory report to CSRC, SAFE and PBOC upon required frequency. e.g., weekly and monthly

— Report business details within 5 working days after occurrence to the RMB Cross-border Payment Management
Regul_atory Information System (RCPMIS), e.g. account opening/closure, cross-border remittance/repatriation, and etc.
reporting e Within 10 WDs from obtaining the initial investment quota, RQFII shall apply for the Special Corporate Institution Code and
register its entity’s information, via the Master Reporting Bank, with local SAFE bureau

e CSRC and SAFE confirmed that there will not be regulatory requirement on annual audit for RQFII, However, for non open-
ended funds, the audit report on investment profit is still required for the repatriation of the realized profit

e Shareholding by a foreign investor in a single listed company shall not exceed 10% of the total number of shares of the
listed company

Forle|gn ownership e Aggregate shareholding of A shares by all foreign investors in a single listed company shall not exceed 30% of the total
limit (FOL) number of shares of the listed company

e Foreign ownership limitation shall be monitored at combined QFII and RQFII level

e Substantial shareholding disclosure requirement — 5% threshold and any subsequent 5% change applies at end investor
level, including shareholdings in A-shares, B-shares, H-shares, and convertible securities

Substantial — Note 1: Calculation shall be aggregated by the investor and its concerted parties
shareholding —  Note 2: Short Swing Profit penalty
— Note 3: The investor and its concerted parties have the disclosure obligation

e Investors should promptly disclose the required information through CFETS in the following circumstances within the 5
working day of the following month:

— Conduct repurchase transaction using bonds issued by the investor itself as the underlying assets;

— Aninvestor conducts bond trading with its parent company or other subsidiaries (branch offices) of its parent company;
— An asset manager conducts bond trading between its proprietary account and its account(s) under its management;

— The same asset manager conducts bond trading between its accounts under its management;

— Other circumstances as specified by PBOC

e |If a single investor holds over 30% of the issuance quantity of the bond during the course of bond trading and circulation, the
investor should report and disclose the required information to CFETS

CIBM investor's
information
disclosure
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HSBC Securities Services — to form strong partnership in China

Widely recognized prestige

Best Subcustodian —
China

e The Asset Triple A Asset
Servicing, Investor and Fund
Management Awards from
2012 to 2016

Source:
http://www.theasset.com/awards/asset-servicing-
investor-fund-management

Best QFIlI Custodian
Best RQFII Custodian

e The Asia Asset
Management Best of the
Best Awards 2013

Source:
http://www.asiaasset.com/winners2013.aspx

Best QFIl Custodian

e The Asset Triple A Asset
Servicing, Investor and Fund
Management Awards 2014,
2015 and 2016

Source:
http:/lwww.theasset.com/awards/asset-servicing-
investor-fund-management

Best Direct Custody

e Asian Investor Service
Provider Awards 2012

Source:
http://www.asianinvestor.net/News/319954,day-1-
asianinvestor-2012-service-provider-awards.aspx

Best RQFII Custodian

e The Asset Triple A Asset
Servicing, Investor and Fund
Management Awards 2014,
2015 and 2016

Source:
http://www.theasset.com/awards/asset-servicing-
investor-fund-management

Ranked No. 1
Sub-custodian in China

e Global Investor
Sub-Custody Survey 2012,
2013 and 2014

Source:
Global Investor's Sub-Custody Survey

24

Best Settlement Agent for
Foreign Institutions

e China Foreign Exchange
Trade System 2015 and
2014

Source:
http://www.chinamoney.com.cn

Top Rated by Leading
Clients 2009-2012

e Global Custodian Magazine

Source:
Global Custodian Magazine



HSBC Securities Services — to form strong partnership in China
Achievements

HSBC <>

I Key differentiators as of date

Large market share in cross-border businesses
The first foreign bank providing wide range service for B-share, QFIl, RQFII,
CIBM, futures margin depository

Deep understanding of overseas investors, local regulations and China
market

Regulators’ consistent choice for consultation on issues related to
market/regulatory development

The large and well experienced team of people servicing X-border
investments

Average management experience of 10 years, with an operations team
working on day/night shifts

100% success rate in QFIl application

1992

2003

2005

2009

2010

2011

2012

2013

2014

2015

2016

Our Milestones

Offered direct custody services in China since 1992

One of the first foreign custodians to offer QFIl custody

The first and only foreign bank to obtained special approval from PBOC to provide custodian
services for a SWF’s investment in CIBM

One of the first two foreign banks to offer QFIl cash clearing services

The first foreign bank to support participating banks to invest in CIBM under PBOC Pilot Program

The first QFII custodian bank to clear the ETF creation/redemption
The first foreign custodian bank to offer RQFII custody

The only foreign bank introducing foreign insurance companies into CIBM

One of the first QFII custodians to facilitate QFIl trading into index futures
The first custodian bank supporting QFIl into the CIBM

First foreign bank in mainland China to offer futures margin depository services to its own
QFII/RQFII clients

First custodian bank servicing London, France, Korea RQFII
Custodian bank for the first London-Listed RQFII ETF, first HK-Listed RQFII Bond ETF

First custodian bank servicing Germany RQFII, Australia RQFII, Switzerland RQFII, Canada
RQFII and Luxembourg RQFII

Custodian bank for the first RQFII money market ETF listed in London

Assist RQFII to obtain the largest initial RQFII quota granted by SAFE

Facilitated the first overseas financial institution registered under the new direct access
program as the appointed settlement agent

First custodian bank servicing Thailand and USA RQFII

25



HSBC Securities Services
Key Highlights

Provide award winning securities services to the world’s leading institutional investors including global
custodians, fund managers, broker-dealers, central bank, and sovereign funds

We are the voice of our clients:
e Regulators’ consistent choice for consultation on issues related to market / regulatory development
e Asked by regulator to provide industry reports where needed

e Provide comments to regulators in clients’ best interests

Well connected and experienced custody management team onshore

e Front office, middle office, and back office teams report to a single head of HSBC Securities Services —
seamless team work and interaction between teams

e Average experience of management: 10 years

26



HSBC Securities Services
Client Services

e Having the large and well experienced client services
team in China, a dedicated Client Service Manager will February 2016
be assigned as your single contact point

QFI/RQFI Monthly Market Development Update

Highlights of this month

e Timely and proactively provide news broadcast and + SAFE offiially ralessad the Revisad GF|l Rules
QFII/RQFII monthly newsletters to keep our clients T AR T e T B T LTS S
abreast Of any market developments * PBOC released a Motice on Issues Concerning Investment of Overseas Institutional Investors in the Inter-bank Bond

. « ’ . Regulatory News
e Being the “eyes and ears” of our clients on the ground,

We partner Wlth Cllents and IO b by for th e beSt Of th el r SAFE cl?'ficially released On 04 Febuar)rﬂ.ﬂlﬁ, the 5@?& Adminisl.r..aticln of Foreign Exc:_h..ange.tSAFE) afﬁcial!y
interest in the China market, in the meanwhile aiming e ies Tmvesiment by Gusiied Foreign Instidton invesiors (ine 2015 SAFE

QFIl Rules™), which further relaxes the requirements regardin uota application and
to promote the market development control, The key highiights are summarized as below:

37 105 Y6 UBLnRirs m s 2AUMIITUTES T2 NSO

e At arelationship level, the Relationship Managers based
in regional offices are your principal point of contact
for discussions regarding overall service issues as well
as legal documentation, pricing, and general strategic
discussions

27 PUBLIC



HSBC Securities Services
Operation and Middle Office Support

We are the e A dedicated middle office support team focusing on product management and market advocacy
custodian bank

in China e Day and night shifts for both settlement and corporate action teams

having:

WiE e e e Appoint a second corporate action information vendor to ensure consistency in the timeliness and accuracy

leading
custodian
banks in China
to:

e Offeraninternal sub-account structure, to assist QFllIs for identification purpose

Proxy Voting e We provide a wide range of proxy voting services to our QFII clients which are not standard services offered in the
market
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Market Advocacy
Our Milestones

Market Advocacy Milestones and Influences

o Worked closely
with regulators
to formulate
QFII provisional
measures

e Started on-
shore
custody
services

Chaired 4 out °
of 6 topics in

the amendments

to QFIl rules and
edited the final
recommendation
paper submitted

to the State

Obtained CSRC
green light to
open the 1st
“QFI1l-Fund”
account and
have the Fund
being
recognized as

e Invited by SSE to
discuss the impact of
introducing QFlIs to
the fixed income
platform. Provided
recommendation and
analysis on

operational processes

2008

Being one of the first

Led the discussion
with tax authorities to
clarify the requirement
of tax certificate for
profit repatriation

The first foreign
bank to support
participating banks
to invest in CIBM
under PBOC Pilot
Program

2009

e Being one of the

e Led the discussion on
the next development
phase for the QFII
scheme as end of 2012
will be thel0th
anniversary of the
scheme

e One of the four
custodians invited by
SAT, CSRC and SAFE
for a discussion on
CGT issues

2011 2012

e Being the first and

e Invited by CSRC to submit
industry papers on the
financial regulatory framework,
asset management industry in
London, Singapore, Taiwan,
France, Germany and South
Korean for their RQFII scheme
preparation

e Invited by CSRC to submit
recommendation paper on CGT
issue on QFII/RQFII

2014 2015

e Invited by SAFE

Council beneficial owner and settlement risks
before CSRC e Opened a join-name
Measures account for non-open-
announced ended China fund QFII
2002 2003 2005 2006
e One of the e Initiated e Being the first batch of o
first foreign discussions locally incorporated foreign
banks with CSDC bank to obtain the QFII
authorized to custodian bank license to
to provide implement succeed QFII business
custody true DVP  One of the foreign banks
services to invited by CFFEX/CSRCto |«
QFlls discuss financial futures

Constantly invited by

SAFE to discuss revised .
draft QFIl rules and

provided collective inputs
from QFlls

foreign banks to obtain
the clearing bank license
and the first to provide
the cash clearing for our
QFII clients

Two QFII applicants
changed its local
custodian bank to HSBC
Led and formed the
lobbying group to
crystallize WHT issue for
both QFII and B-share
investors
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foreign custodian
banks invited by PBOC
to comment on the
draft rules which would
allow QFlls to open
multiple Special RMB
accounts for index
futures trading

Being the first and only
foreign custodian for
RQFII

only foreign to attend a
custodian bank to meeting in
obtain the Futures Beijing to discuss
Margin Depository and obtain
Bank License to custodians'

offer futures
margin depository
services to our
own QFII/RQFII
clients

suggestions on
the streamline of
QFII quota
managem