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HKEX had a strong year in 2021, despite a
turbulent macro backdrop and the ongoing
pandemic. Revenue and other income, and
profit both reached record highs. Turnover on
our Cash Market and volumes on both Stock
Connect and Bond Connect achieved new highs,
helping to offset the impact of the low interest
rate environment on investment income. With a
strong IPO pipeline, a new listing regime for
SPACs and overseas issuers, an expanding
product portfolio, as well as a range of new
market microstructure enhancements, including
holiday trading, | am confident that HKEX is
well-positioned as a super-connector to play an
increasingly important role in the fast-evolving
global capital markets of the future.

Nicolas Aguzin
Chief Executive Officer

Strategic and Financial Highlights



Strategic & Operational Highlights
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Corporate

5 Feb

Invested in Guangzhou Futures
Exchange, the first equity
investment in a domestic futures
exchange by a non-Mainland
Chinese investor

30 Apr
3rd Anniversary of listing reforms

24 May
Appointment of new Group Chief
Executive, Mr Nicolas Aguzin

27 Jun
21st Anniversary of HKEX as a
listed company

8 Jul

Established Mainland China
Advisory Group and Mainland
Markets Panel

Regulation

20 May

Published consultation
conclusions on the Main Board
Profit Requirement and Review
of Listing Rules relating to
Disciplinary Powers and
Sanctions

19 Nov

Published consultation
conclusions on Listing Regime
for Overseas Issuers
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10 Dec
Published consultation
conclusions on Review of
Corporate Governance Code and
related Listing Rules, and
Housekeeping Rule
Amendments

17 Dec

Published consultation
conclusions on Special Purpose
Acquisition Companies

Products and
Services

18 Jan
Launched Hang Seng TECH
Index Options

1 Feb

Eligible A-shares listed on SSE’s
STAR Market, and corresponding
H-shares, included in Stock
Connect

26 Apr
Launched Mini USD/CNH
Futures contract

10 May

OTC Clear launched clearing
services for Cross Currency
Swaps referencing Secured
Overnight Financing Rate and
Hong Kong Dollar Overnight
Index Average

31 May

Introduced ETP trading fee
exemption tiered structure for
market makers, and fee waivers
for Hong Kong-listed fixed
income and money market ETFs

1 Jun

First ETF listings in Hong Kong
and Shanghai under the Hong
Kong-Mainland ETF Cross-listing
Scheme

19 Jul
LME launched six new cash
settled futures contracts

23 Aug

Launched Hang Seng Index
Futures Options and Hang Seng
China Enterprises Index Futures
Options

18 Oct

Launched MSCI China A 50
Connect Index Futures, the first
A-share derivatives productin
Hong Kong

13 Dec

Launched the first batch of ETFs
tracking the MSCI China A 50
Connect Index




Market
Operations

1 Mar

LME introduced a new electronic
warranting solution, replacing
paper warrants

29 Mar

Second phase enhancement of
Volatility Control Mechanism
implemented in the Cash Market

12 Apr

Volatility Control Mechanism
and Pre-Market Opening Session
enhancements implemented in
the Derivatives Market

26 Apr
Completed upgrade of OTC
Clearing and Settlement System

8 Jun

LME published discussion paper
outcomes on future market
structure

6 Jul

Published conclusions to 2020
Concept Paper on Fast Interface
for New Issuance, targeting
launch of a new platform to
streamline and digitalise Hong
Kong’s IPO settlement process in
Q42022

2 Aug

Completed system infrastructure
resilience improvements to the
Hong Kong Futures Automated
Trading System

31 Aug

LMEpassport launched,
providing a centralised digital
register that stores electronic
Certificates of Analysis and
sustainability credentials for
LME-listed metals

27 Sep
Completed upgrade of Orion
Central Gateway for the Cash
Market

9 Nov

Published a consultation paper
on the operational model for
Derivatives Holiday Trading, with
consultation conclusions
published on 6 January 2022

Corporate Social
Responsibility
and ESG

7 May
Launched inaugural HKEX ESG
Academy webinar

1 Jun
Launched 2021 HKEX Charity
Partnership Programme

5 Jul
Launched new HKEX Foundation
Impact Funding Scheme

27 Aug

Signed Memorandum of
Understanding with Guangzhou
Futures Exchange, supporting
China’s pledge for peak carbon
emissions by 2030 and carbon
neutrality by 2060

12 Oct

First sustainability disclosures
listed on LMEpassport, LME’s
digital credential register

3 Nov

Joined the Glasgow Financial
Alliance for Net Zero, making
HKEX Group commitment to Net
Zero by latest, 2050

2 Dec

Published Practical Net-Zero
Guide for Business and
announced new ESG data display

6 Dec

Awarded Most Sustainable
Companies/Organisations Gold
Award by the HKICPA

Strategic and Financial Highlights 7



Financial Highlights

Revenue and other income

Operating expenses

+9%

2021 revenue and other income of $20,950 million,
up 9 per cent against the previous record set in
2020

e Core business revenue up 10 per cent compared
with 2020, reflecting higher trading and clearing
fees driven by record Headline ADT

¢ Stock Connect revenue and other income reached
a record high of $2,724 million, up 41 per cent
against 2020, accounting for 13 per cent of Group
total revenue and other income

¢ Net investment income from Corporate Funds
down 16 per cent compared with 2020, reflecting
reduced interest income and lower fair value gains
of collective investment schemes

EBITDA

+2%

Operating expenses up 2 per cent compared with
2020, attributable to higher IT costs and marketing
expenses

Profit Attributable to Shareholders

+11%

EBITDA" up 11 per cent compared with 2020 at
$16,269 million, with EBITDA margin' at 78 per
cent, 1 per cent higher than 2020

+9%

In 2021, there was a one-off deferred tax charge on
acquired LME intangible assets of $160 million
arising from the approval of the change in the UK
statutory corporate tax rate from 19 per cent to 25
per cent, effective April 2023

Profit attributable to shareholders up 9 per cent, to
arecord high of $12,535 million

1 For the purposes of this Annual Report, EBITDA is defined as earnings before interest expenses and other finance costs, taxation, depreciation and
amortisation. It excludes the Group’s share of results of the joint ventures. EBITDA margin is calculated based on EBITDA divided by revenue and other

income less transaction-related expenses.

8 HKEX Annual Report 2021



Key Financials

2021 2020
$ém $m Change
Revenue and other income
Core business revenue 20,103 18,242 10%
HKEX Foundation donation income 139 106 31%
Net investment income of Corporate Funds 708 842 (16%)
20,950 19,190 9%
Operating expenses 4,529 4,439 2%
EBITDA 16,269 14,641 11%
Profit attributable to shareholders 12,535 11,505 9%
Capital expenditure 1,127 1,388 (19%)
Basic earnings per share $9.91 $9.11 9%
First interim dividend per share $4.69 $3.71 26%
Second interim dividend per share $4.18 $4.46 (6%)
$8.87 $8.17 9%
Dividend payout ratio 90% 90% -
Key Market Statistics
2021 2020 Change
ADT of equity products traded on the Stock Exchange 2
($bn) 146.6 * 110.9 32%
ADT of DWs, CBBCs and warrants traded on the Stock
Exchange ($bn) 20.1 18.6 8%
ADT traded on the Stock Exchange 23
(Headline ADT) ($bn) 166.7 * 129.5 29%
ADT of Northbound Trading of Stock Connect ? (RMBbn) 120.1* 91.3 32%
ADT of Southbound Trading of Stock Connect 2 ($bn) 41.7* 24.4 71%
ADV * of derivatives contracts traded on the Futures
Exchange ("000 contracts) 538 612 (12%)
ADV of stock options contracts traded on the
Stock Exchange ('000 contracts) 637 * 526 21%
Chargeable ADV #*> of metals contracts traded
on the LME (°000 lots) 547 571 (4%)
ADT of Northbound Bond Connect (RMBbn) 26.6* 19.8 34%

*  New record high in 2021

2 Includes buy and sell trades under Stock Connect

ADT of Southbound Trading is included within Headline ADT.

In prior years, ADV of derivatives contracts traded on the Futures Exchange and ADV of metals contracts traded on the LME were
calculated based on total number of contracts traded divided by total number of trading days during the period. From 2021 onwards, the
calculation is revised to the sum of ADV of the individual products. Comparative figures have been restated throughout this Annual Report
to conform with the revised calculation.

5 Chargeable ADV excludes administrative trades (Admin Trades) and other non-chargeable trades.

oW

Strategic and Financial Highlights
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Revenue and Other Income

EBITDA

$20,950 million
+9%
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Profit Attributable to Shareholders
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+9%
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Chairman’s Statement

“2021 marked another year of
good performance and growth
for HKEX. The continued
resilience and strength of our
businesses, together with
various accomplishments and
progress we achieved in 2021,
enable us to stay competitive
and relevant, and reinforce our
leadership role in the regional

S and global capital markets.

' We are confident that our
resolute focus on driving
connectivity, innovation and
sustainability across markets
will continue to underpin our
future success and promote

long-term collective prosperity

in Hong Kong and beyond.”
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2021 marked another year of good performance and
growth for HKEX, despite challenges from the
ongoing pandemic and the increased uncertainty
over the global economic outlook. The continued
resilience and strength of our businesses, together
with various accomplishments and progress we
achieved in 2021, enable us to stay competitive and
relevant, and reinforce our leadership role in the
regional and global capital markets. We are confident
that our resolute focus on driving connectivity,
innovation and sustainability across markets will
continue to underpin our future success and promote
long-term collective prosperity in Hong Kong and
beyond.

Our Performance

Amid continuing market volatility in 2021 and a
slowdown in the fourth quarter, our securities market
in Hong Kong recorded strong average daily
performance for the year; and our derivatives market
also saw new highs in trading across various
individual products. Both Stock Connect and Bond
Connect continued to show robust growth, achieving
new record levels in trading activity. Despite some
softness in the second half reflecting the macro
environment, Hong Kong’s IPO market had another
solid year, raising a total of $331.4 billion for new
listings, and the IPO pipeline remains very good as
we move into 2022.

The LME continued to operate robust and efficient
markets during the pandemic. As world metal trading
remained under pressure, the chargeable average
daily volume of metals contracts traded on the LME
decreased by 4 per cent from 2020.

S12.5 bition

Record profit attributable
to shareholders

Total revenue and other income of the Group for the

year ended 31 December 2021 reached a record high
of $21.0 billion, up 9 per cent from 2020, resulting in

arecord profit attributable to shareholders of

$12.5 billion, up 9 per cent.

HKEX Annual Report 2021

Dividend

The Board declared payment of a second interim
dividend of $4.18 per share which, together with the
first interim dividend of $4.69 per share paid in
September 2021, results in a full-year dividend of
$8.87 per share.

Strategic Update

In 2021, we continued to make good progress in
enhancing competitiveness and attractiveness of
our markets, with new product offerings across
asset class, as well as a range of new market
enhancements. Among the notable achievements
were the successful launch of the MSCI China A 50
Connect Index Futures as Hong Kong’s first A-share
derivatives product and a cash settled Mini USD/
CNH Futures contract, which added further choices
and vibrancy to our markets; the enhancement and
streamlining of the listing regime for overseas issuers
and the introduction of the Hong Kong listing regime
for special purpose acquisition companies (SPACs)
in January 2022, which enhanced the channels
available for fundraising on our markets and
reinforced our position as a world leading capital-
raising venue; the plan to roll out the FINI (Fast
Interface for New Issuance) platform in the fourth
quarter of 2022 to streamline Hong Kong’s IPO
settlement process; and the announcement of the
outcomes of the LME’s discussion paper on market
structure, facilitating the modernisation of our
service offering both reflected our continual
commitment to progressing our markets and
adapting to our customers’ needs.

In support of HKEX’s vision to become the
Marketplace of the Future, we will continue to focus
on our strategy on leveraging our strategic China-
anchored advantage, expanding our capabilities in
market connectivity, and driving product and market
innovation, to capture future growth opportunities
and strengthen our value proposition as a gateway to
China for global investors.



Market Quality and Sustainability

As a leading international exchange group, we aspire
to become a sustainability leader in the region and
globally, which is inextricably intertwined with our
responsibility in promoting the long-term sustainable
development of global financial markets.

We joined the Glasgow Financial Alliance for Net
Zero (GFANZ) and the Net Zero Financial Service
Providers Alliance (NZFSPA) in November to
underscore our commitment to building a climate
resilient global economy. We also signed a
Memorandum of Understanding with the Guangzhou
Futures Exchange in August to support Mainland
China to peak carbon emissions by 2030 and reach
carbon neutrality by 2060.

As part of our ongoing efforts in building a green and
sustainable financial ecosystem and cementing Hong
Kong’s position as a green financial hub in Asia,

we continued to support listed issuers and the wider
business community in their sustainability journeys
through various initiatives in 2021. These included
the launch of the ESG Academy; the display of

HKEX listed companies’ ESG metrics on STAGE, our
sustainable and green platform; the publication of a
Net-Zero Guide and guidance on climate disclosures
to facilitate TCFD-aligned reporting; and active
engagements with regulators, industry practitioners
and other stakeholders to drive market education
and increase investors’ awareness of ESG.

The LME continued to elevate its sustainability
agenda through the launch of LMEpassport, an
online digital register enabling participants to
disclose their metals’ sustainability credentials.
The LME is also collaborating with Metalshub to
establish an online base metals spot trading
platform, aiming to bring greater transparency
to the physical market through digitalisation
and standardisation, and better access to
sustainable products.

To uphold market quality, we issued the revised
Corporate Governance Code for enhancing listed
issuers’ corporate governance and diversity practices,
and other amendments to the Listing Rules in
relation to the profit requirement for Main Board
listings and disciplinary powers and sanctions.
We also worked on a range of new market
microstructure enhancements, including plans to
introduce non-Hong Kong dollar denominated
futures and options trading and clearing on Hong
Kong public holidays in 2022.

Specific details of the Group’s performance,
achievements and market initiatives in 2021 are set
out in the Chief Executive Officer’s Review and
Business Review sections of this Annual Report.

Corporate Responsibility

At HKEX, we believe that our success as a business
and as a market is underpinned by our strong
governance and positive and progressive corporate
culture, and by our purpose: “To promote and
progress our financial markets and the communities
they support for the prosperity of all.” As a company,
regulator and market operator, we look to lead by
example, promoting sustainability and best-in-class
governance and CSR practices in all we do, across our
business, markets and communities.

During 2021, we completed an independent holistic
risk review of the Group’s risk organisation, processes
and practices to ensure that our risk management
function remains resilient and effective with respect
to our evolving strategy. We conducted internal
evaluations of the performance of the boards of
HKEX and its subsidiaries, OTC Clear, the LME

and LME Clear, which have concluded that all four
boards operate effectively and identified areas for
enhancement. We also performed an external
brand audit to collect views from a wide range of
stakeholders for assessment of our brand’s position,
helping to inform our strategic decision making
process, better understand our core stakeholders’
needs and support the development of our CSR
approach going forward.

Chairman’s Statement
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The HKEX Foundation raised $139 million in 2021,
deployed to support a wide range of projects and
charities in need in our communities. Through our
two key charitable programmes - the HKEX Charity
Partnership Programme and our newly established
HKEX Impact Funding Scheme, and partnerships
with local charities, we continued to support
community projects focusing on financial literacy,
diversity and inclusion, poverty relief and
environmental sustainability, to deepen our
connectivity with our communities and also our
commitment to our collective future. The LME also
donated $5.6 million to the charities Pact and

The Impact Facility, with the aim of tackling child
labour and children’s rights issues in African mining
communities.

$139 million

raised by the
HKEX Foundation in 2021

As a responsible corporate leader, we continue to
work on a detailed plan to reduce the environmental
impact of our business in support of carbon
neutrality goals in Mainland China and Hong Kong
and to achieve the target of net-zero emissions by
2050. Details can be found in our 2021 CSR Report,
which is available on the HKEX Group website
together with this Annual Report.

HKEX Annual Report 2021

Outlook

The global economic recovery is expected to
continue throughout 2022, although numerous
challenges posed by uncertainty surrounding the
pandemic recovery, ongoing geopolitical risks,
restrictions on travel and upcoming interest rate
hikes will all affect our business in the year ahead.

As Asia’s premier exchange group, we are in a
privileged position to promote sustainability and
prosperity across our markets and communities in
partnership with our customers, partners, regulators
and other stakeholders. Our robust business and
clear strategic focus make us well positioned for
capturing the opportunities ahead and helping us to
deepen our leadership role in shaping the global
capital markets of the future.

On behalf of the Board, | would like to express
gratitude to members of the International Advisory
Council and the Mainland China Advisory Group for
their invaluable advice and guidance. | also thank my
fellow Board members, including our new CEQO,

Mr Nicolas Aguzin, for their support and commitment
throughout 2021.

Last but not least, | would like to thank our
shareholders and other stakeholders for their
unwavering confidence and support in another
challenging year. | would also like to express my
heartfelt thanks for all our employees for their
dedication and hard work. Their professionalism and
commitment enable us to keep delivering resilient
performance and ensure that we are doing all we can
to support a sustainable future.

Laura M CHA
Chairman

Hong Kong, 24 February 2022



Chief Executive Officer’s Review

“I am delighted to report a
strong year for HKEX and
record financials. Throughout
the year HKEX remained
resolutely focused on |
delivering on its strategy
through expanding its role
as an international capital l
raising centre; developing
Hong Kong as Asia’s
preferred risk management
hub; growing its offshore
China A-share ecosystem;
and strengthening the overall
quality and attractiveness of

Hong Kong’s markets.”
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In my first year as HKEX CEO | am delighted to report a strong year for HKEX and record financials. Despite the
ongoing pandemic, continued geopolitical tensions and often volatile trading markets, throughout the year
HKEX remained resolutely focused on delivering on its strategy through expanding its role as an international
capital raising centre; developing Hong Kong as Asia’s preferred risk management hub; growing its offshore
China A-share ecosystem; and strengthening the overall quality and attractiveness of Hong Kong’s markets.
HKEX’s role in 2021 as Asia’s global marketplace became ever stronger and more relevant.

At a time in history when access to and from China is front and centre for investors, business and entrepreneurs
the world over, HKEX has remained committed to continuing to leverage our unique advantages and our
super-connector role. We have done this by continuing to facilitate the vital two-way capital flow between East
and West, whilst supporting the capital raising needs of businesses and looking to capture the opportunities
presented by the megatrends that are shaping our markets and our societies. This positions us well for the next
phase of our development and growth, with an ambition to build HKEX into the Marketplace of the Future.

Market Highlights

o Headline ADT set new record in 2021, reaching $166.7 billion, up 29 per cent year-on-year.

e Stock Connect Northbound and Southbound reached record annual turnover of RMB27.6 trillion
and $9.3 trillion, up 31 per cent and 70 per cent year-on-year, respectively, and record ADT of
RMB120.1 billion and $41.7 billion, up 32 per cent and 71 per cent year-on-year, respectively,
for 2021.

¢ Northbound Bond Connect turnover also saw record highs with ADT reaching RMB26.6 billion,
up 34 per cent year-on-year.

e |PO market remained robust against a challenging macro environment, with a total of
$331.4 billion funds raised in 202 1. Our pipeline remains strong.

¢ We expanded our China A-share ecosystem with the successful launch of the MSCI China A 50
Connect Index Futures contract in October 2021 - Hong Kong'’s first A-share derivatives product.

¢ We reinforced HKEX as Asia’s risk management hub with new products and microstructure
enhancements and we took the crown as the world’s largest structured products market for the
15th consecutive year.

o ADT of Hong Kong equity ETFs nearly doubled from $2.8 billion in 2020 to $5.4 billion in 2021.

The market capitalisation of ETPs listed on HKEX reached a record high of $429 billion at
31 December 2021.

Whilst the ongoing global pandemic continued to impact global economies, our primary and secondary
markets have remained vibrant, robust and resilient.

HKEX Annual Report 2021



Primary market

HKEX’s primary market had a robust year. Against
the turbulent geopolitical backdrop, HKEX remained
one of the world’s leading fundraising centres, with a
total of 98 company listings' raising $331.4 billion,
down from the strong 2020 (154 company listings’
raising $400.2 billion) and 5 per cent higher than
2019 ($314.2 billion).

New Economy and biotech continued to be our sweet
spots: During the year, we welcomed 59 new
economy companies, including 31 Weighted Voting
Rights (WVR), healthcare and biotech firms
(including Chapter 18A listings only) and/or
secondary-listed companies, to our markets,
accounting for 88 per cent of IPO funds raised in
Hong Kong during the period. Hong Kong once again
ranked as Asia’s largest and the world’s second
largest biotech fundraising centre in 2021.

Hong Kong’s new economy and biotech fundraising
and investment ecosystem also kept growing.

Our pipeline remains very strong, with notable
activity from companies in the New Economy space
and those seeking homecoming listings.

Secondary market

Our secondary market remained deep, diverse and
liquid. Headline ADT in the Cash Market set a new
annual record of $166.7 billion, up 29 per cent from a
year earlier. Total market turnover in 2021 reached
$41.2 trillion, up 28 per cent compared with 2020.
The market capitalisation of the securities market
reached $42,381.1 billion at the end of December
2021, down 11 per cent compared with the end of
December 2020.

1 Includes 2 (2020: 8) transfers of listings from GEM to Main Board

Robust growth in our product ecosystem
strengthened our position as Asia’s derivatives
trading hub, resulting in healthy growth of 3 per cent
in average daily volume for HKEX’s derivatives
market during the year. Total turnover of securitised
derivatives (DWs, CBBCs and Inline Warrants)
reached $4,956.8 billion, up 8 per cent compared
with 2020 and we retained our position as the
world’s largest structured products market for the
15th consecutive year.

On the product front, our Hang Seng TECH Index
derivative products continued to gain traction. ADV
of Hang Seng TECH Index Futures reached 14,718
contracts, with daily trading volume reaching a
record high of 89,967 contracts on 28 December
2021. The trading volume of Hang Seng TECH Index
Options reached a daily record high of 3,329
contracts on 19 August 2021, with open interest (Ol)
reaching record high of 29,584 contracts on

29 December 2021. We further broadened our
product suite launching Mini USD/CNH Futures
contract in April 2021, introducing Options on
Futures Contracts on Hang Seng Index Futures and
Hang Seng China Enterprises Index Futures in
August 2021. We also grew our MSCI product suite to
over 40 futures products and, most notably,

we launched the MSCI A 50 Connect Index Futures
contract in October 2021 - Hong Kong’s first China
A-share futures product. The new MSCI A 50 Connect
Index Futures contract provides global investors and
risk managers with a new and effective tool to trade
and manage their China exposure and the market
response to the launch has been overwhelming -
with the best notional Day 1 turnover of any futures
contract launched ever on the HKEX market.

Chief Executive Officer’s Review
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Strategic Development Review

During the year, HKEX continued to deliver on its
strategic priorities that position us as the region’s
premier international financial market. While many of
these priorities are built upon successes in past years,
we also developed and progressed a range of new
opportunities that will help shape the future of
HKEX. Our focus throughout has been on leveraging
our unique China advantage; growing our global
connections and product offering; and creating a
platform that positions us well to embrace the key
megatrends and opportunities that will support our
future development and growth.

Leveraging China advantage

During the year, HKEX further expanded its China
access and product offering and strengthened its
role as a gateway to China for global investors.
China’s future growth trajectory, opening of its
capital markets and innovation and technological
prowess, ensures that there is strong global appetite
for access to this key market; and at HKEX we are
uniquely placed to play a key role in that future
ecosystem.

Expanding connectivity

Our pioneering mutual market access programmes -
Connect Schemes - have gone from strength to
strength since launch seven years ago. Stock Connect
once again set new records, with Northbound and
Southbound reaching record annual turnover of
RMB27.6 trillion and $9.3 trillion, up 31 per cent and
70 per cent year-on-year, respectively, and record
ADT of RMB120.1 billion and $41.7 billion, up 32

per cent and 71 per cent year-on-year, respectively,
for the year.

We further expanded the Stock Connect programme
in 2021, including Shanghai STAR Market A-shares
and their corresponding H-shares, and are preparing
to add eligible ETFs. Following the launch of the
Hong Kong-Mainland ETF Cross-listing Scheme last
year, HKEX announced on 24 December the Stock
Connect inclusion arrangements for eligible ETFs,

HKEX Annual Report 2021

providing investors in both Hong Kong and Mainland
markets with more choice and more diversification
tools.

Northbound Bond Connect’s annual turnover
reached a record high of RMB6.5 trillion in 2021,
with ADT of RMB26.6 billion, growing 34 per cent
compared with 2020. We also made multiple
enhancements to Bond Connect, such as adding
MarketAxess as a third trading platform on the
Northbound channel; launching CNYPlus to support
investors’ foreign exchange (FX) risk management
needs; and introducing a new dealer pay model.

Beyond Connect

It was a year where we made real progress in
expanding our China A-share product suite:

In addition to expanding the Stock Connect
programmes, the launch of MSCI A 50 Connect Index
Futures and Mini USD/CNH Futures contracts
provided global investors and risk managers with
new and effective tools to manage their China
exposure. These, together with the existing suite of
China A-share ETFs available on our markets,
make HKEX home to the world’s most complete
and competitive offshore China A-share product
ecosystem.

To further grow our onshore China capabilities,

we completed a 7 per cent minority stake investment
in Guangzhou Futures Exchange and signed a MOU for
strategic cooperation. As the first exchange outside
of Mainland China to invest in a domestic futures
exchange, this signified our commitment to
developing the green and low-carbon and derivatives
markets in China, helping us grow our presence in the
Greater Bay Area and adding to our existing
capabilities through the Qianhai Mercantile
Exchange (QME), our commodities trading platform,
which continued to see robust turnover in 2021.

We, this year, also established a Mainland China
Advisory Group and Mainland Markets Panel to guide
our future China initiatives.



Growing our global relevance

We took numerous steps to further grow our global
connectivity, focused on fuelling the growth needs of
the businesses of tomorrow and increasing HKEX’s
competitiveness and attractiveness as a platform for
global investors to trade and manage risk in Asia.

Global capital raising venue of choice

Building on the success of HKEX’s 2018 listing
reforms, we continued to make new enhancements
to our listing framework, striking a balance between
delivering appropriate investor protections and

the promotion of market quality and market
attractiveness. Through the year, we enhanced and
streamlined the listing regime for overseas issuers;
and introduced new rules for special purpose
acquisition companies (SPACs), effective from
January 2022. A taskforce was also built to look at
further enhancing the structure of our IPO regime.
These efforts have helped to support Hong Kong’s
reputation as a global listing venue of choice, whilst
further broadening investment opportunities for
investors.

Our product ecosystem expanded with the growing
popularity of the Hang Seng Hong Kong-listed
Biotech Index and their associated ETFs, as well as
other futures and options products. Our local
expertise grew, and we signed an MOU with Hong
Kong Science and Technology Parks Corporation
(HKSTP) to explore new biotech and fintech
initiatives, applying HKSTP’s deep expertise to our
listing review process.

Trading Asia, in Asia

We continued to focus on building a competitive and
resilient market for global investors to trade and
manage risk in Asia. During the year, we broadened
our derivatives offering with physically-settled
Options on Futures Contracts (OOF) on Hang Seng
Index Futures and Hang Seng China Enterprises
Index Futures and added two new product offerings
to our suite of MSCI futures.

To bolster HKEX’s position as Asia’s derivatives
trading hub, HKEX worked on a range of new market
microstructure enhancements, including Volatility
Control Mechanism (VCM) and Pre-Opening Session
enhancements, as well as plans to launch holiday
trading for non-Hong Kong dollar denominated
futures and options products in 2022 (announced in
January 2022).

LME introduced a new electronic warranting process,
ensuring that all LME warrants are now lodged
almost immediately and stored digitally. The new
system has increased operational efficiency and
increased the number of warrants that can be lodged
at any one time.

Following the successful introduction of a range of
market microstructure enhancements, our ETP
product ecosystem grew exponentially with the
listings of 33 new products and $80 billion of net
capital inflow this year. ADT of ETPs, which include
ETFs and L&l Products, increased 20 per cent to
$7.7 billion in 2021 (2020: $6.4 billion). In particular,
ADT of Hong Kong equity ETFs nearly doubled from
$2.8 billion in 2020 to $5.4 billion in 2021. Our Fixed
Income, Currency and Commodities (FICC) business
was also active, with the number of new listings of
debt securities in 2021 reaching a record high of 508
and total issuance amounting to $1,552 billion,

up 18 per cent and 2 per cent respectively, compared
with 2020. Total turnover value of debt securities
reached $104 billion, an increase of 58 per cent,
compared with 2020.
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Embracing megatrends and
opportunities for growth

HKEX continued to expedite its digital
transformation journey to raise our global
competitiveness and position ourselves for the future
and throughout the year looked to embrace some of
the key megatrends shaping global markets.

Technology and Innovation

We continued to invest in modernising our
operations and introduced new platforms and
technologies, with upgrades to multiple core trading
systems. Our Innovation Lab continued to apply
innovative technologies to core business functions.
We announced the launch of a new platform FINI
(Fast Interface for New Issuance) in Q4 2022, which
we expect will comprehensively streamline and
digitalise Hong Kong’s IPO settlement process and
address the issue of excessive liquidity lock-up in
heavily oversubscribed IPOs. We made good progress
on HKEX Synapse, our new solution that uses Digital
Asset Modeling Language (DAML) smart contracts to
streamline post-trade workflow on Northbound
Stock Connect, with the launch of pilot programme.
We also announced a new measure to enhance
communications on issuers’ corporate actions in a
timely manner.

LME continued to invest in its global ecosystem,
leveraging technology to accelerate its sustainability
journey. During the year, LME launched LMEpassport,
an online service and centralised digital provenance
register, which enables participants to disclose their
metals’ sustainability credentials. It also announced
its collaboration with Metalshub to establish an
online base metals spot trading platform, starting
with low carbon aluminium in early 2022, to help
further its sustainability agenda functions.

HKEX Annual Report 2021

Sustainability

Sustainability is front and centre of our agenda, and
at HKEX we are committed to growing the
sustainable finance ecosystem that supports the
low-carbon transition journey in Asia and beyond,
capitalising on the significant potential brought by
the demand for green investments across the globe.

As a regulator, HKEX remained focused on
supporting the more than 2,500 HKEX-listed
companies on their ESG strategies implementation
through listing rules, guidance, and market
education. We launched Guidance on Climate
Disclosures to facilitate TCFD-aligned reporting,
which will become mandatory by 2025. We also
upgraded the Corporate Governance Code with the
focus on enhancing listed issuers’ corporate
governance and diversity practices, including
prohibiting single gender Boards.

Our sustainable finance investment ecosystem
expanded during the year. Green, social and
sustainable (GSS) bond listings on HKEX also grew,
with 95 listings raising over $280 billion, compared
with 18 GSS listings raising $66.7 billion in 2020.
LME also launched six new cash-settled futures
contracts in July 2021, offering pricing and risk
management solutions for metals that support the
electric vehicle (EV) transition and circular economy.

In terms of market education and advocacy, we
published a Net-Zero Guide for listed issuers and
other corporations looking for guidance on charting
their net zero carbon journey. We also launched a
new service displaying Hong Kong-listed companies’
ESG metrics on STAGE, our multi-asset sustainable
finance platform. And as a Group we sought to lead
by example by becoming a signatory to the Glasgow
Financial Alliance for Net Zero (GFANZ) and the Net
Zero Financial Service Providers Alliance (NZFSPA),
as part of the global financial community’s
commitment to accelerating the transition to a
net-zero global economy, supporting global efforts
to meet the goals of the Paris Agreement on climate
change.



Strategic Outlook

Ongoing geopolitical tensions and the emergence of
the Omicron variant of Covid-19 will be two of the
challenges shaping the year ahead. But the
opportunities in terms of leveraging our China
connectivity, diversifying our product offering and
capitalising on areas such as sustainability and
developments in the new economy all present sizable
opportunities for us.

With China’s capital markets expected to grow from
their current size of around US$30 trillion to more
than US$100 trillion within a decade or so, we expect
to see the release of Mainland domestic savings,
increasing investment flow in and out of China, and
accelerating corporate innovations in China in years
to come. International participation in the China
economy and capital markets is expected to increase
at a faster rate than ever. Given this, we see HKEX’s
role as ever more vital to the ongoing development
of capital markets both in the region and around

the world.

Appreciation

The Group has delivered an outstanding set of results
in 2021 and this would not have been possible
without HKEX staff, who have demonstrated
unwavering commitment to both our business and
the communities in which we operate in the last year.
| sincerely thank each of them for their dedication
and contributions in another unprecedented and
challenging year. We were delighted to welcome a
number of new executives to HKEX, including

Mr John Buckley as Head of Exchange Operations
and Transformation, Mr Paul Chow as Group General
Counsel, Mr Adam Singer as HKEX Group Chief
Compliance Officer and, in January 2022, Ms Kerry
Rooks as Group Chief People Officer who all joined
the Management Committee. We also welcomed

Ms Winsome Ng as Group Head of Internal Audit.

| would also like to express our appreciation and
gratitude to the SFC, the Hong Kong Monetary
Authority, market participants, our customers,
partners and stakeholders around the world for their
continued support during another difficult year

for many.

We are proud that together we have continued to
strengthen the robustness and competitiveness of
Hong Kong’s financial markets and we look forward
to working closely with you in the months and years
ahead. Finally, | would like to thank my fellow
members of the Board for their trust and
unwavering support.

Nicolas AGUZIN
Director and Chief Executive Officer

Hong Kong, 24 February 2022
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Board and Committees

From left to right:

Laura M Cha
Nicolas Aguzin
Nicholas Allen
Apurv Bagri
Cheah Cheng Hye

Anna Cheung
Susan Chow
Rafael Gil-Tienda
Benjamin Hung
Nisa Leung

Hugo Leung
Stephen Yiu
Zhang Yichen

(As of 24 February 2022)

Board
INEDs

Laura May-Lung CHA * GBM, GBS, JP
(Chairman)

Nicholas Charles ALLEN

Apurv BAGRI

CHEAH Cheng Hye

CHEUNG Ming Ming, Anna

CHOW WOO Mo Fong, Susan *

Rafael GIL-TIENDA *

HUNG Pi Cheng, Benjamin * BBs, Jp

LEUNG Nisa Bernice Wing-Yu * Jp

LEUNG Pak Hon, Hugo

YIU Kin Wah, Stephen *

ZHANG Yichen

Executive Director

Alejandro Nicolas AGUZIN
(Chief Executive Officer)

Group Company Secretary
FU Yat Hung, David
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Committees
Audit Committee

YIU Kin Wah, Stephen (Chairman)
Nicholas Charles ALLEN
CHEUNG Ming Ming, Anna
LEUNG Nisa Bernice Wing-Yu
LEUNG Pak Hon, Hugo

Board Executive Committee

Laura May-Lung CHA (Chairman)
Alejandro Nicolas AGUZIN
CHEAH Cheng Hye

CHEUNG Ming Ming, Anna
LEUNG Pak Hon, Hugo

Corporate Social Responsibility
Committee

Laura May-Lung CHA (Chairman)
Alejandro Nicolas AGUZIN
CHEUNG Ming Ming, Anna
CHOW WOO Mo Fong, Susan
ZHANG Yichen

=

i

Investment Committee

CHEAH Cheng Hye (Chairman)
HUNG Pi Cheng, Benjamin
LEUNG Pak Hon, Hugo
ZHANG Yichen

Listing Operation Governance
Committee

CHOW WOO Mo Fong, Susan (Chairman)
Peter Wilhelm Hubert BRIEN '

LEUNG Pak Hon, Hugo

Keith Timothy POGSON 2

YIU Kin Wah, Stephen

Nomination and Governance
Committee

Laura May-Lung CHA (Chairman)
Apurv BAGRI

CHEAH Cheng Hye

Rafael GIL-TIENDA

HUNG Pi Cheng, Benjamin



Panel Member Selection Committee

LEUNG Pak Hon, Hugo (Chairman)
CHEAH Cheng Hye

LEUNG Nisa Bernice Wing-Yu

YIU Kin Wah, Stephen

ZHANG Yichen

Remuneration Committee

Rafael GIL-TIENDA (Chairman)
Apurv BAGRI

Laura May-Lung CHA

CHEAH Cheng Hye

CHOW WOO Mo Fong, Susan

Risk Committee

CHOW WOO Mo Fong, Susan (Chairman)
Nicholas Charles ALLEN

Laura May-Lung CHA

LEUNG Nisa Bernice Wing-Yu

LEUNG Pak Hon, Hugo

YIU Kin Wah, Stephen

Risk Management Committee
(statutory) &

Laura May-Lung CHA 3 (Chairman)
CHAN Ka Chai, Clara ** 4

CHOW WOO Mo Fong, Susan
David Allen GRIMME ** >

KWOK Pui Fong, Miranda **
LEUNG Chung Yin, Rico ** &
LEUNG Pak Hon, Hugo

SUN Yu **

* Government Appointed Director
*% Appointed by the Financial Secretary
A Established under Section 65 of the SFO

1 Member by virtue of being chairman of the
Listing Committee of the Stock Exchange

2 Member by virtue of being deputy chairman
of the Listing Committee of the Stock
Exchange

3 Member by virtue of being HKEX’s Chairman

4 Member by virtue of being Executive
Director (Monetary Management) of the
Hong Kong Monetary Authority

5 Member by virtue of being the Chairman of
Hong Kong Interbank Clearing Limited

6 Member by virtue of being Executive
Director (Supervision of Markets) of the SFC
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Board of Directors and Senior Management

Board of Directors

Laura May-Lung CHA GBM, GBS, JP
Chairman, INED

Aged 72

Director since 25 April 2018
Chairman since 4 May 2018
Term of office: 7 May 2020 (re-appointed) to 2022 AGM

Other positions held with the Group

HKEX - chairman of Board Executive Committee,
Corporate Social Responsibility Committee, Nomination
and Governance Committee, Risk Management Committee
(statutory), International Advisory Council and Mainland
China Advisory Group, and member of Remuneration
Committee and Risk Committee

SEHK - chairman of Listing Appeals Committee and
member of Listing Nominating Committee

LME - independent non-executive director and member of
Nomination Committee

LMEH - independent non-executive director

HKEX Foundation - chairman and director

Other major offices
World Federation of Exchanges - director (2018~)

Unilever PLC (listed on Euronext Amsterdam and London
Stock Exchange) - non-executive director (2013~)
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Past offices

HSBC Holdings plc * - independent non-executive director
(2011-2021)

The Hongkong and Shanghai Banking Corporation
Limited - chairman (2019-2021), independent
non-executive director (2004-2021) and deputy chairman
(2007-2019)

Unilever NV (formerly listed on Euronext Amsterdam)
- non-executive director (2013-2020)

China Telecom Corporation Limited * - independent
non-executive director (2008-2018)

HKEX - independent non-executive director (2006-2012)

China Securities Regulatory Commission - vice-chairman
(2001-2004)

SFC - deputy chairman (1998-2001), executive director
(1994-2001), senior director (1993-1994) and assistant
director (1991-1993)

Coudert Brothers - lawyer (1985-1990)
Pillsbury, Madison & Sutro - lawyer (1982-1985)

Public service
Listing Policy Panel - member (2018~)
Financial Leaders Forum - member (2017~)

Executive Council of the HKSAR - non-official member
(2004~)

China Securities Regulatory Commission - vice-chairman
of International Advisory Council (2004~)

Qualifications
Bachelor of Arts (University of Wisconsin, US)

Juris Doctor (Santa Clara University, US)
State Bar of California (US)

Honorary Fellow (Hong Kong Securities and Investment
Institute)

Honorary Doctorate (The Hong Kong Polytechnic
University)

* Listed on the Stock Exchange
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Alejandro Nicolas AGUZIN
Executive Director, Chief Executive Officer

Aged 53
Joined on 24 May 2021
Chief Executive Officer since 24 May 2021

Ex-officio member of the Board
Term of office: 24 May 2021 to 23 May 2024

ol

Nicholas Charles ALLEN
INED

Aged 66

Director since 28 April 2021
Term of office: 28 April 2021 (elected) to 2024 AGM

Other positions held with the Group

HKEX - member of Board Executive Committee, Corporate
Social Responsibility Committee and Mainland China
Advisory Group

HKFE, SEHK and HKSCC - chairman

SEHK - ex-officio member of Listing Committee of the
Main Board and GEM

HKEX’s certain subsidiaries - director

Other directorship

MercadolLibre Inc (listed on NASDAQ) - independent
director (2017~)

Past offices

JPMorgan Chase & Co (1990-2021):

chief executive officer, international private bank (2019-
2021), chairman and chief executive officer, Asia Pacific
(2013-2020), senior country officer for Brazil (2008-2009),
chief executive officer, Latin America (2005-2012),

head of investment banking, Latin America (2002-2012), and
head of mergers & acquisitions group, Latin America
(2000-2002)

Public service
Listing Policy Panel - member (2021~)

Qualifications

Bachelor of Science in Economics (The Wharton School,
University of Pennsylvania, US)

Other positions held with the Group
HKEX - member of Audit Committee and Risk Committee

SEHK - deputy chairman of Listing Appeals Committee

Other major offices

Link Asset Management Limited (as manager of Link Real
Estate Investment Trust *) - chairman and independent
non-executive director (2016~)

Mordril Properties Limited - independent non-executive
director (2019~)

CLP Holdings Limited * - independent non-executive
director (2009~)

Past offices

Lenovo Group Limited * - independent non-executive
director (2009-2021)

RAK Rock LLC - independent non-executive director
(2018-2021)

Stevin Rock LLC - independent non-executive director
(2018-2021)

VinaLand Limited (formerly listed on Alternative
Investment Market of London Stock Exchange)
- independent non-executive director (2010-2016)

Hysan Development Company Limited * - independent
non-executive director (2009-2016)

PricewaterhouseCoopers - partner (1998-2007)
Coopers & Lybrand (1977-1998): partner (1988-1998)

Qualifications

Bachelor of Arts (Economics/Social Studies)
(The University of Manchester, UK)

Associate (Hong Kong Institute of Certified Public
Accountants)

Fellow (The Institute of Chartered Accountants in England
and Wales)

* Listed on the Stock Exchange
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Apurv BAGRI
INED

| N

Aged 62

Director since 28 April 2016
Term of office: 24 April 2019 (re-elected) to 2022 AGM

g |

JIA

CHEAH Cheng Hye

Darjah Gemilang Pangkuan Negeri

INED

Aged 67

Director since 26 April 2017
Term of office: 7 May 2020 (re-elected) to 2023 AGM

Other positions held with the Group

HKEX - member of Nomination and Governance
Committee, and Remuneration Committee

Other major offices
International Wrought Copper Council - director (2013~)

Metdist Group of Companies, London - president and
chief executive officer (1980~)

Public service’

London Business School - chairman of governing body
(2014~)

Dubai Financial Services Authority - director (2004~)

Qualifications
Bachelor of Science in Business Administration
(Bayes Business School, City, University of London, UK)

Doctor of Science (Honoris Causa) (City, University of
London, UK)

1 Ceased to be a commissioner of Crown Estate Paving
Commission, England effective 11 October 2021
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Other positions held with the Group

HKEX - chairman of Investment Committee, member of
Board Executive Committee, Nomination and Governance
Committee, Panel Member Selection Committee and
Remuneration Committee, and chairman of Cash Market
Consultative Panel

SEHK - chairman of Disciplinary Appeals Committee and
Exchange Participant Admission Appeals Committee

Other major offices

Value Partners Group * - co-chairman and co-chief
investment officer (2019~), and executive director (1993~)

Past offices

Value Partners Group * - co-chief investment officer
(2010-2019), chairman (2000-2019) and chief investment
officer (1993-2010)

Morgan Grenfell Group, Hong Kong - executive director,
head of research and proprietary trader (1989-1993)

The Asian Wall Street Journal, Far Eastern Economic
Review, Asiaweek, Hong Kong Standard and The Star
(Malaysia) - editor and financial journalist (1971-1989)

Public service

HKTDC Belt and Road & Greater Bay Area Committee
- member (2019~)

Listing Policy Panel - member (2018~)

Qualifications

Honorary Fellow (The Hong Kong University of Science
and Technology)

* The holding company of the group, namely Value Partners Group
Limited, has been listed on the Stock Exchange since 2007. In
October 2000, Value Partners Limited (“VPL”) and Mr Cheah (one
of VPL’s dealing directors and investment adviser directors) were
publicly reprimanded by the SFC for placing a number of buy
orders in December 1998 which unintentionally resulted in the
market price of certain stocks closing higher than they might
otherwise have been, and for a number of inadequacies in VPL’s
internal procedures and breaches of various regulatory
requirements. For details, please refer to the SFC’s enforcement
news issued on 5 October 2000.



CHEUNG Ming Ming, Anna
INED

Aged 54

Director since 28 April 2021
Term of office: 28 April 2021 (elected) to 2024 AGM

WOO Mo Fong, Susan
(alias CHOW WOO Mo Fong, Susan)

INED

Aged 68

Director since 7 May 2020
Term of office: 7 May 2020 (appointed) to 2022 AGM

Other positions held with the Group
HKEX - member of Audit Committee, Board Executive
Committee and Corporate Social Responsibility Committee

HKEX Foundation - director

Other major offices

Trinity Acquisition Holdings Limited - independent
non-executive director (2021~)"

LGT Capital Partners Group Holding Ltd - director
(2021-~)

Past offices

Jardine Pacific Limited - chief executive (2015-2020)
FountainVest Partners - senior advisor (2013-2015)
LionRock Capital - senior advisor (2012-2013)

3i Group Plc (listed on London Stock Exchange)
(2001-2012): partner (2008-2012)

Qualifications

Bachelor of Arts (Computer Science) (University of
California, Berkeley, US)

Master of Business Administration (Finance)
(The Wharton School, University of Pennsylvania, US)

1 Appointment as director effective 3 December 2021

Other positions held with the Group

HKEX - chairman of Listing Operation Governance
Committee and Risk Committee, and member of Corporate
Social Responsibility Committee, Remuneration Committee
and Risk Management Committee (statutory)

HKFE - member of Disciplinary Appeals Committee

HKEX Foundation - director

Other major offices

Hutchison Telecommunications (Australia) Limited
(listed on Australian Securities Exchange) - non-executive
director (2019~)

CK Hutchison Holdings Limited * - non-executive director
(2017-~)

HK Electric Investments Manager Limited (trustee-manager
of HK Electric Investments *) and HK Electric Investments
Limited * - alternate director (2014~)

CK Infrastructure Holdings Limited * - alternate director
(2006-~)

Past offices

CK Hutchison Holdings Limited * - senior advisor (2016),
and executive director and group deputy managing
director (2015-2016)

Hutchison Whampoa Limited (formerly listed on the Stock
Exchange) - director (2015-2016), deputy group managing
director (1998-2015), and executive director (1993-2015)

Woo Kwan Lee & Lo - partner (1985-1993)
Qualifications

Bachelor of Science (Business Administration)
(The University of Bath, UK)

Solicitor (Hong Kong, and England & Wales)

* Listed on the Stock Exchange
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Rafael GIL-TIENDA
INED

Aged 69

Director since 29 April 2015
Term of office: 28 April 2021 (re-appointed) to 2023 AGM

-

HUNG Pi Cheng, Benjamin Bss, Jr
INED

Aged 57

Director since 25 April 2018
Term of office: 7 May 2020 (re-appointed) to 2022 AGM

Other positions held with the Group

HKEX - chairman of Remuneration Committee, and
member of Nomination and Governance Committee
SEHK and HKSCC - member of Disciplinary Appeals
Committee

OTC Clear - chairman, independent non-executive director
and chairman of Risk Management Committee

Other major offices
JPMorgan Chase Bank (China) Company Limited
- independent non-executive director (2018~)

JP Morgan Securities (Asia Pacific) Limited - independent
non-executive director (2017~)

Past offices

Oliver Wyman - chairman of Asia Pacific region
(2012-2017)

Marsh & McLennan Companies - chairman of Asia Pacific
region (2003-2011)

Standard Chartered Bank - head of Asian wholesale
banking business (2001-2003), and head of corporate and
institutional banking business, Greater China (1998-2001)

Citibank (1977-1998):
country manager of Citibank for Spain (1992-1998), for
Malaysia (1988-1992) and for China (1984-1988)

Qualifications

Bachelor of Arts (Philosophy, Politics and Economics)
(University of Oxford, UK)

Master of Business Administration (University of
California, Berkeley, US)
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Other positions held with the Group
HKEX - member of Investment Committee, and
Nomination and Governance Committee

SEHK - member of Listing Nominating Committee

Other major offices

Standard Chartered Bank - chief executive officer, Asia
(2021~)

Standard Chartered Bank (Hong Kong) Limited

- executive director (2019~)

Standard Chartered Bank (China) Limited - chairman
(2015~)

Standard Chartered Bank (Singapore) Limited - chairman
(2021~)"

Past offices

Standard Chartered Bank (2015-2020):

chief executive officer of wealth management (2018-2020)
and retail banking (2017-2020), and regional chief
executive officer, Greater China & North Asia (2015-2020)

Standard Chartered Bank (Hong Kong) Limited (1992-2019):
chairman (2014-2019), chief executive officer, Greater
China (2014-2015) and chief executive officer and
executive director, Hong Kong (2008-2014)

HKEX - member of Risk Management Committee
(statutory) (2008-2010 and 2014)

Public service
Chief Executive’s Council of Advisers on Innovation and
Strategic Development - non-official member (2018~)

Hong Kong-United States Business Council - member (2016~)

Hong Kong Institute for Monetary and Financial
Research - director (2011~)

Exchange Fund Advisory Committee - member (2009~)

Qualifications

Bachelor of Arts (Business Administration) (University of
Washington, US)

Master of Business Administration (University of Toronto,
Canada)

1 Appointment effective 11 November 2021



LEUNG Nisa Bernice Wing-Yu sp
INED

Aged 51

Director since 28 April 2021
Term of office: 28 April 2021 (appointed) to 2023 AGM

>
N

LEUNG Pak Hon, Hugo
INED

Aged 53

Director since 26 April 2017
Term of office: 7 May 2020 (re-elected) to 2023 AGM

Other positions held with the Group

HKEX - member of Audit Committee, Panel Member
Selection Committee and Risk Committee

Other major offices

Qiming Venture Partners - managing partner (2013~)
New Horizon Health Limited * - non-executive director
(2018~)

Zai Lab Limited * (also listed on NSADAQ)

- non-executive director (2014~)

Venus Medtech (Hangzhou) Inc * - non-executive director
(2013-)

CanSino Biologics Inc * (also listed on Shanghai Stock
Exchange) - non-executive director (2015~)

Past offices

Gan & Lee Pharmaceutical Holdings Ltd (listed on
Shanghai Stock Exchange) - non-executive director
(2009-2021)

Qiming Venture Partners - partner (2007-2013)

Public service
Committee on Innovation, Technology and
Re-industrialisation - member (2017~)

Qualifications
Bachelor of Science (Cornell University, US)

Master of Business Administration (Stanford University,
us)

* Listed on the Stock Exchange

Other positions held with the Group

HKEX - chairman of Panel Member Selection Committee,
member of Audit Committee, Board Executive Committee,
Investment Committee, Listing Operation Governance
Committee, Risk Committee and Risk Management
Committee (statutory), and chairman of Derivatives Market
Consultative Panel

HKFE - chairman of Disciplinary Appeals Committee and
Exchange Participant Admission Appeals Committee

Other major offices
BNP Paribas - chief executive officer, Hong Kong (2019~)

BNP Paribas Securities (Asia) Limited - chief executive
officer (2015~)

Past offices

BNP Paribas - head of global markets, Hong Kong
(2015-2019), head of global equities and commodity
derivatives, Greater China (2013-2015)

BNP Paribas Securities (Asia) Limited - deputy chief
executive officer (2012-2015), head of equity syndicate and
corporate equity (2010-2012), head of equity brokerage
(2007-2010), head of Asia (ex-Greater China) product
(2004-2007), product sales head for Taiwan (2003-2004)
and deputy managing director (2000-2003)

Qualifications

Bachelor of Arts (Economics) (Simon Fraser University,
Canada)
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YIU Kin Wah, Stephen
INED

Aged 61

Director since 26 April 2017
Term of office: 28 April 2021 (re-appointed) to 2023 AGM

Other positions held with the Group

HKEX - chairman of Audit Committee, member of Listing
Operation Governance Committee, Panel Member
Selection Committee and Risk Committee, and chairman of
Clearing Consultative Panel

SEHK - member of Listing Nominating Committee

HKCC and SEOCH - chairman of Participant Admission
Appeals Committee

HKSCC - chairman of Disciplinary Appeals Committee and
Participant Admission Appeals Committee

LME - independent non-executive director, chairman of
Audit and Risk Committee, and member of Remuneration
Committee

LME Clear - independent non-executive director, chairman
of Audit Committee, and member of Nomination
Committee and Remuneration Committee

Other major offices
ANTA Sports Products Limited * - independent
non-executive director (2018~)

China Mobile Limited * - independent non-executive
director (2017~)

Past offices

KPMG International - member of executive committee
and board (2011-2015)

KPMG Asia Pacific - member of board (2011-2015) and
executive committee (2009-2015)

KPMG China (including Hong Kong) (1983-2015):
chairman and chief executive officer (2011-2015),
deputy chairman (2010-2011), audit partner-in-charge
(2007-2010), and partner (1994-2015)
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Public service

Insurance Authority - chairman (2021~)" and
non-executive director (2015~)

Independent Commission Against Corruption Complaints
Committee - member (2019~)

Exchange Fund Advisory Committee - member (2018~)

Qualifications

Professional Diploma in Accountancy (The Hong Kong
Polytechnic University)

Master in Business Administration (Warwick University,
UK)

Fellow (Association of Chartered Certified Accountants,
Hong Kong Institute of Certified Public Accountants, and
The Institute of Chartered Accountants in England &
Wales)

* Listed on the Stock Exchange
1 Appointment effective 28 December 2021



ZHANG Yichen
INED

Aged 58

Director since 28 April 2021
Term of office: 28 April 2021 (elected) to 2024 AGM

Other positions held with the Group

HKEX - member of Corporate Social Responsibility
Committee, Investment Committee, Panel Member
Selection Committee and Mainland China Advisory Group

Other major offices

CITIC Capital Holdings Limited - chairman (2013~) and
chief executive officer (2003~)

Harbin Pharmaceutical Group Co Ltd (listed on Shanghai
Stock Exchange) - chairman and director (2021~)

China Vanke Co Ltd * (also listed on Shenzhen Stock
Exchange) - independent non-executive director (2020~)
Asialnfo Technologies Limited * - non-executive director
(2018~)

S F Holding Co Ltd (listed on Shenzhen Stock Exchange)
- director (2016~)

Past offices

Genertec Universal Medical Group Company Limited *
- chairman (2012-2021) ' and non-executive director
(2015-2021)"

SINA Corporation (formerly listed on NASDAQ)
- independent director (2002-2021)

Frontier Services Group Limited * - non-executive director
(2020-2021)

CITIC Capital Holdings Limited - deputy chief executive
officer (2002-2003)

CITIC Pacific Communications Limited - president
(2000-2002)

CITIC Limited * - executive director (2000-2002)
Merrill Lynch Asia Pacific - managing director (1996-2000)

Public service

The National Committee of the Chinese People’s Political
Consultative Conference - member (2008~)

Qualifications

Bachelor of Science (Computer Science)
(The Massachusetts Institute of Technology, US)

* Listed on the Stock Exchange
1 Appointment ceased effective 27 August 2021
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Group Company Secretary

FU Yat Hung, David
Group Company Secretary and
Head of Secretarial Services

Aged 57
Joined in January 2020

Senior Management

CHAN Yiting, Bonnie
Head of Listing

Aged 52
Joined in January 2020

Other major offices

The Hong Kong Chartered Governance Institute
- ex-officio member of council as past president (2020~)

Past offices

Standing Committee on Company Law Reform - member
(2017-2020)

SFC - member of Takeovers and Mergers Panel and
Takeovers Appeal Committee (2015-2020)

Swire Properties Limited * - company secretary
(2010-2020)

Cathay Pacific Airways Limited *, John Swire & Sons (HK)
Limited and Swire Pacific Limited * - company secretary
(2006-2020)

The Hong Kong Chartered Governance Institute
- president (2018-2019)

Public service

HKTDC Professional Services Advisory Committee
- member (2018~)

Qualifications

Bachelor of Arts (Engineering, Economics and
Management) and Master of Arts (University of Oxford,
UK)

Fellow (The Hong Kong Chartered Governance Institute
and The Chartered Governance Institute)

* Listed on the Stock Exchange
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Other positions held with the Group

HKFE, HKSCC and SEHK - member of Disciplinary
Committee

Past offices
Davis Polk & Wardwell LLP - partner (2010-2019)
HKEX - Head of IPO Transactions (2007-2010)

Public service

Standing Committee on Company Law Reform
- ex-officio member (2020~)

Board of Inland Revenue of the Government of the

HKSAR - member (2017~)

Qualifications
Bachelor of Laws (The University of Hong Kong)
Master of Laws (Harvard University, US)



LAU Bik Yun, Vanessa
Group Chief Financial Officer

Aged 49
Joined in October 2015

TAI Chi Kin, Calvin
President and Chief Operating Officer

Aged 59

Joined in July 1998
President since 1 August 2021

Past offices
HKEX - Chief Financial Officer, Hong Kong (2017-2020)
and Deputy Chief Financial Officer (2015-2017)

Sanford C Bernstein (Hong Kong) Limited - vice president
and senior research analyst (2011-2015)

Alcoa Inc - group chief financial officer, global rolled
products group (2007-2011)

McKinsey & Company Inc (2001-2007):

various professional positions including associate principal,
Hong Kong (2005-2007)

PricewaterhouseCoopers (UK) (1994-2000):

various professional positions including senior tax
manager, mergers and acquisitions tax group (1999-2000)

Qualifications
Bachelor of Arts (Mathematics and Computation) and
Master of Arts (University of Oxford, UK)

Associate (The Institute of Chartered Accountants in
England & Wales)

Other positions held with the Group

HKFE - chief executive

HKCC - chairman

HKSCC - chief executive and member of Risk Management
Committee

OTC Clear - chief executive and chairman of User Committee

SEHK - chief executive and chairman of Compensation
Committee

Past offices

China Exchanges Services Company Limited - director
(2012-2021)

HKEX - Executive Director and Interim Chief Executive

(1 January - 23 May 2021), Co-President (2019-2021),

Head of Clearing (2016-2019), Joint Chief Operating Officer
(2017-2018), Head of Global Clearing (Asia) (2014-2015),
Co-head of Equities and FIC Business (2013-2014), Head of
Trading Division (2010-2013), and Head of Derivatives
Market Development and Operations (2003-2010)

HKFE - head of products (1998-2000)

ABN-Amro Bank NV - senior vice president of treasury
division (1995-1998)

Royal Bank of Canada - head of treasury department
(1994-1995)

The Hongkong and Shanghai Banking Corporation
Limited - various positions in general banking and treasury
(1984-1994)

Public service
SFC - member of Advisory Committee (2021~)

Qualifications
Bachelor of Social Sciences (The University of Hong Kong)
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Richard Alan WISE
Group Chief Risk Officer

Aged 53
Joined in November 2020

Other positions held with the Group

HKFE, HKSCC and SEHK - chairman of Disciplinary
Committee

Past offices

Credit Suisse AG - chief risk officer, Asia Pacific
(2016-2020)

JP Morgan Chase - global head of market risk
management (2012-2016)

JP Morgan Securities LCC - chief risk officer (2012-2016)
JP Morgan (1995-2012):

global head of equity risk management (2007-2012),
regional head of market risk management, Asia Pacific
(2004-2007), head of risk management (1999-2004), and
fixed income proprietary trader (1995-1999)

Qualifications

Bachelor of Arts (Mathematics) (Cambridge University,
UK)

Vanessa Lau and Calvin Tai also act as directors in certain HKEX’s subsidiaries.
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Management Committee

From left to right:

Nicolas Aguzin
HKEX Chief Executive Officer

Bonnie Y Chan
Head of Listing

Vanessa Lau
Group Chief Financial Officer

Kerry Rooks
Group Chief People Officer

Calvin Tai
President and Chief Operating Officer

o

Head of Exchange Operations and Transformation

John Buckley

Paul Chow

Group General Counsel

Richard Leung
Group Chief Technology Officer

Adam Singer
Group Chief Compliance Officer

Richard Wise
Group Chief Risk Officer

Matthew Chamberlain
LME Chief Executive

Tori Cowley
Group Chief Communications Officer

Mao Zhirong

Head of Mainland Development

Glenda So
Co-Head of Markets

Wilfred Yiu
Co-Head of Markets
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Business Review

Overview

2020

103.9

645
617 TN\

2021

117.8

D e e DS

78% 2% 74%

81%
5,956 77%

O,
Uik 74%

Fi

40

%
75% 5,309 46 5,309
4,009 4,773 34 >0% 4, 19 A o 2° 4,732
. S PIER 28 cyr 26
4,429 4,977 4,549 5,691 4,716 5,238
Q1 Q2 Q3 Q4

Q1 Q2 Q3 Q4
Monthly ADT on the Stock Exchange ($bn) B Quarterly core business revenue 2020 ($m)
Monthly chargeable ADV' of metals contracts traded (000 lots) B Quarterly core business revenue 2021 ($m)
Monthly ADV of derivatives contracts traded on the Futures Quarterly net investment income/(loss) of Corporate Funds 2020 ($m)
Exchange (000 contracts) I Quarterly net investment income of Corporate Funds 2021 ($m)
Monthly ADV of stock options contracts traded ('000 contracts) B Quarterly HKEX Foundation donation income 2020 ($m)

B Quarterly HKEX Foundation donation income 2021 ($m)
% % EBITDA margin

g. 1-Market activity and Group’s revenue and other income/(loss)

2021 started exceptionally well, and the year overall
was good for HKEX. Revenue and other income, and
profit, both reached record highs. Driven by an
exceptionally buoyant first quarter with record
quarterly Headline ADT of $224.4 billion, the full
year’s Headline ADT reached a record high of $166.7
billion, 29 per cent above the previous record set in
2020. Stock Connect trading volumes also saw record
highs with Northbound and Southbound ADT 32 per
cent and 71 per cent higher than 2020 respectively.
The Hong Kong IPO market had a strong year, driven
by an especially positive first half, and the very strong
IPO pipeline was boosted by a range of homecoming
overseas-listed Chinese stocks and new economy and
biotech companies in particular.

Revenue and other income reached a record high of
$21.0 billion, up 9 per cent against 2020. The increase
in trading and clearing fees was partly offset by
lower net investment income, arising from both
lower interest income and fair value gains on
collective investment schemes (2021: $364 million;
2020: $487 million). Operating expenses increased

by 2 per cent compared with 2020, mainly due to
higher IT and computer maintenance expenses and
higher product marketing expenses and cash
incentives for new products. EBITDA margin was 78
per cent, 1 per cent higher than 2020.

Looking ahead to 2022, there are positive signs of
global economic growth, despite continued
uncertainty and challenges including those related to
the unwinding of extraordinary levels of fiscal
stimulus, persistent inflationary pressures, and the
ongoing pandemic. Despite these challenges, HKEX
remains very well-positioned to play an increasingly
important role in the fast-evolving, interconnected
global markets of the future. Looking forward, the
Group will look to capitalise on regional and sector
growth opportunities by leveraging its position as a
super-connector, participating in technological and
industry developments and driving the ongoing
diversification of its offering, whilst also continuing
to ensure the long-term stability, resiliency and
sustainability of its markets and its business.

1  Chargeable ADV excludes administrative trades (Admin Trades) and other non-chargeable trades.
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Analysis of Results and Business Update by Operating Segment
Analysis of Revenue and Other Income by Segment

Equity & Financial Corporate
Cash Derivatives Commodities Post Trade Technology Items Total *

+23% +6% +2% +5% +15% -10% +9%

Sm
7,995

7,637

60

1,478 1454

860 957
EECE 106 ]
13 9
2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
B Trading fees and trading tariffs Stock Exchange listing fees B Market data fees Net investment income
B Clearing and settlement fees B Depository, custody and nominee services fees B Other revenue and B HKEX Foundation
sundry income donation income

*  Total revenue and other income is not presented in the same scale as segmental results, but is proportionately resized.

Analysis of EBITDA and EBITDA Margin by Segment*

Equity & Financial Group Total
Cash Derivatives Commodities ' Post Trade’ Technology (incl. Corporate Items)

+26% +4% +3% +6% +23% +11%

sm
78%
77%
16,269
14,641
o 89% 89%
90% gg%
© 0 0 7,025 6,752
5517, 506 80% 81% 53% 5% ' 71% o
: 2,645 2,549 ° © 0 67%
. - 783 762 745 606
2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020

%% EBITDA margin = EBITDA divided by revenue and other income less transaction-related expenses
*  Further details of the results by segment are set out in note 4 to the Consolidated Financial Statements of this Annual Report.
1 LME Clear EBITDA is reflected in the Post Trade segment
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Cash Segment
Key Market Indicators

2021 2020 Change

ADT of equity products traded on the Stock Exchange "2 ($bn) 146.6* 110.9 32%
ADT of Northbound Trading - Shanghai-Hong Kong

Stock Connect 2 (RMBbn) 55.14 39.1 41%
ADT of Northbound Trading - Shenzhen-Hong Kong

Stock Connect 2 (RMBbn) 65.04 52.2 25%
ADT of Southbound Trading - Shanghai-Hong Kong

Stock Connect 2 ($bn) 20.14 13.1 53%
ADT of Southbound Trading - Shenzhen-Hong Kong

Stock Connect 2 ($bn) 21.64 11.3 91%
ADT of Northbound Bond Connect (RMBbn) 26.6“ 19.8 34%
Average daily number of trades of equity products traded

on the Stock Exchange "2 ('000) 1,949 4 1,618 20%
Number of newly listed companies on Main Board 3 97 146 (34%)
Number of newly listed companies on GEM 1 8 (88%)
Number of companies listed on Main Board at 31 Dec 2,219 2,170 2%
Number of companies listed on GEM at 31 Dec 353 368 (4%)
Total 2,572 2,538 1%
Market capitalisation of companies listed

on Main Board at 31 Dec ($bn) 42,273 47,392 (11%)
Market capitalisation of companies listed on GEM at 31 Dec ($bn) 108 131 (18%)

1 Excludes $20.1 billion (2020: $18.6 billion) of ADT of DWs, CBBCs and warrants (which are included under the Equity and Financial

Derivatives segment) and includes ADT of Southbound Trading under Stock Connect

2 Includes buy and sell trades under Stock Connect
Includes 2 transfers from GEM (2020: 8)
4 New record high in 2021

w

2021 2020
$bn Sbn Change
Total equity funds raised on Main Board
-1POs 331.3 399.6 (17%)
- Post-IPO 438.7 343.8 28%
Total equity funds raised on GEM
-1POs 0.1 0.6 (83%)
- Post-IPO 3.2 3.0 7%
Total 773.3 747.0 4%
Stock Connect-New Record Highs in 2021
2021 2020 Change
Northbound Trading value (RMBbn) 27,630 21,089 31%
Southbound Trading value ($bn) 9,343 5,508 70%
Total revenue and other income ' ($m) 2,724 1,926 41%

1 $2,123 million of which arose from trading and clearing activities (2020: $1,485 million)
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Analysis of Results

Summary
2021 2020

$m $m Change
Trading fees and trading tariffs 4,468 3,409 31%
Stock Exchange listing fees ' 968 930 4%
Market data fees 635 565 12%
Other revenue and sundry income 60 87 (31%)
Total revenue and other income 6,131 4,991 23%
Operating expenses 2 (614) (595) 3%
EBITDA 5,517 4,396 26%
EBITDA margin 90% 88% 2%

1 Excludes DWs, CBBCs and warrants (which are included under the Equity and Financial Derivatives segment)
2 Includes Listing Division costs apportioned to equity products listed on the Stock Exchange

Trading Fees and Trading Tariffs

$m
5,000
4,468
4,000
3,377
Southbound
Trading
3,000 8
2,573
— Southbound
Igagd‘mg RMB120.1 bn 1,949
2,000 ® °
RMB91.3 bn 1,618
° [
Southbound ??:(;:l;ound
1,000 Tredng 2
Total excl. Total excl. Total excl. 449 Total excl.
Southbound Southbound Southbound 379 Southbound
Trading Trading Trading Trading
o 3,159 2,445 420 359
Trading fees for Trading fees for Trading tariffs Total
Stock Exchange trades Northbound Trading
HE 2021 ADT of equity products traded on the Stock Exchange'
| 2020 ® ADT of Northbound Trading

® Average daily number of trades of equity products traded on the Stock Exchange ('000)’

1 Excludes DWs, CBBCs and warrants (which are included under the Equity and Financial Derivatives segment)

Trading fees increased by $989 million (33 per cent), from $3,030 million to $4,019 million, attributable to the
32 per cent increase in equity products’ ADT, and record trading fees from Northbound and Southbound
Trading through Stock Connect. Trading tariffs increased by 18 per cent due to the increase in number of trades
of equity products.
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Stock Exchange Listing Fees

2021 2020
$m $m Change

Annual listing fees 771 768 0%
Initial and subsequent issue listing fees 191 154 24%
Others 6 8 (25%)
Total 968 930 4%
Annual Listing Fees Initial and Subsequent Issue Listing Fees

Fees Fees

Sm Number $m Number
1,200 3,000 400 154 160
2,572 2,538 L4
L4 °
1,000 2,500 320
120
800 771 768 2,000 98
240 o
600 1,500 191 80
160 154
400 1,000
184 o 40
200 500 80
0 0 0 - 0
2021 2020 2021 2020

B B Annual listing fees ® Total number of listed B | Initial listing fees ® Total number of

companies at 31 Dec

Annual listing fees rose in line with the
increase in the total number of listed
companies.

EBITDA

| Subsequent issue listing fees

newly listed companies

Despite the drop in number of newly listed

companies, initial and subsequent issue

listing fees increased by 24 per cent mainly
due to an increase in forfeitures.

Operating expenses increased by 3 per cent due to higher staff costs associated with new initiatives, and an
increase in IT maintenance costs as a result of upgrades to systems and networks. EBITDA margin rose from 88

per cent to 90 per cent due to the increase in revenue.
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Business Update

The Hong Kong Cash Market was very active with
record trading activities in 2021, with record high
Headline ADT and record high ADT of equity
products of $166.7 billion and $146.6 billion
respectively, up 29 per cent and 32 per cent from
2020.0n 27 July 2021, trading turnover reached an
all-time daily high of $361 billion.

Stock Connect

Stock Connect experienced strong flows on both
Northbound and Southbound Trading in 2021, with
ADT reaching record highs of RMB120.1 billion (up
32 per cent against 2020) and $41.7 billion (up 71
per cent against 2020) respectively. Southbound
Trading reached a daily record high of $102.2 billion
on 27 July 2021. As a result, Stock Connect generated
record revenue and other income for the fifth
consecutive year of $2,724 million, and accounted for
13 per cent of the Group’s total revenue and other
income.

Stock Connect was further enhanced during the year,
with expansion in the scope of eligible stocks for
both Northbound and Southbound Trading. On 1
February 2021, eligible A-shares listed on the
Sci-Tech Innovation Board (STAR Market) of the SSE
were included in Northbound Trading through
Shanghai-Hong Kong Stock Connect, and the
corresponding H-shares were also included in Stock
Connect Southbound Trading. This expansion was
warmly welcomed by the market and trading has
been active since the inclusion of the new eligible
stocks.

Market Structure Development

Throughout the year HKEX has continued to
enhance its market microstructure to increase its
competitiveness and attractiveness. Examples of this
include, the second phase enhancement of the
Volatility Control Mechanism (VCM), which was
successfully implemented in March 2021, allowing
multiple triggers of the VCM per applicable security
in the same trading session. The enhanced VCM
mechanism provides more opportunities for market
participants to review their position and reassess
their trading strategies during periods of extreme
price movements.

Following the SFC’s publication of its consultation
conclusions on the introduction of the Hong Kong
investor identification regime (HKIDR), HKEX
published an information paper and relevant
technical specification in August 2021. The HKIDR is
expected to be launched in 2H 2022.

Issuer Business

During 2021, HKEX welcomed 98 new listings, raising
a total of $331.4 billion. The IPO pipeline remained
very robust throughout the year, with over 150 active
listing applications at the end of 2021. New economy
listings continued to dominate Hong Kong’s IPO
market in 2021, with HKEX welcoming 59 new
economy company listings, accounting for 88 per
cent of IPO funds raised during the year.

New economy sectors in information technology and
healthcare have become the fastest-growing IPO
sectors in Hong Kong, contributing 38 per cent and
24 per cent of IPO funds raised respectively in 2021.
In particular, the robust biotech ecosystem in Hong
Kong attracted 34 biotech and healthcare companies
listings in 2021, including 20 companies listed under
Chapter 18A of the Main Board Listing Rules.

In 2021, eight US-listed Chinese companies
completed homecoming listings in Hong Kong,
consisting of five secondary listings: Baidu, Bilibili,
Weibo, Trip.com, Autohome, and three dual-primary
listings: XPeng, Li Auto and HUTCHMED (China).

During the year, HKEX consulted on, and then
announced, the launch of a new listing regime for
special purpose acquisition companies (SPACs),
which took effect on 1 January 2022. The regime
allows simultaneous listed SPAC shares and warrants
to be traded, accessible to any eligible SPAC EPs or
investors.

With the enhanced listing regime for overseas
issuers and the introduction of a listing regime for
SPACs, HKEX is well-positioned to be a global listing
venue of choice for international and regional issuers.
HKEX continues to focus on expanding its outreach
and engagement overseas to strengthen its
competitiveness as a premier capital raising centre.
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ETF Market Development

ADT of ETPs, which include ETFs and L&l Products, increased 20 per cent to $7.7 billion in 2021 (2020: $6.4
billion). In particular, ADT of Hong Kong equity ETFs nearly doubled from $2.8 billion in 2020 to $5.4 billion in
2021. The market capitalisation of ETPs listed on HKEX has continued to grow, reaching a record high of $429
billion at 31 December 2021 (31 December 2020: $393 billion).

Key initiatives for the ETP market in 2021

* HKEX expanded its product suite, welcoming a range of new ETPs in the Hong Kong market, including 18 new thematic
ETFs, and the first batch of ETPs tracking the MSCI China A 50 Connect Index and FTSE China A 50 Index

« HKEX introduced fee waivers for Hong Kong-listed fixed income and money market ETFs, helping to reduce transaction
costs for investors

* HKEX introduced a new tiered structure for ETP trading fee exemptions for market makers, which was adjusted to be
based on their ADT over a 12-month period and their relevant investment exposure

* HKEX welcomed the first ETF listings in Hong Kong and Shanghai under the Hong Kong-Mainland ETF Cross-listing
Scheme, marking another milestone in the development of cross-border ETFs and collaboration between Hong Kong and
Mainland exchanges

Bond Connect Net inflows of Northbound Bond Connect amounted
to RMB319 billion in 2021, with a monthly record
high of RMB96 billion in January. As at 31 December
2021, the overall foreign investor holdings of
domestic debt securities in the China Interbank Bond
Market rose to RMB4,003 billion, up 23 per cent from
RMB3,255 billion as at 31 December 2020.

In 2021, turnover in Bond Connect grew significantly,
and is now a preferred channel for international
investors, with robust growth in trading volume, net
inflows, foreign holdings, as well as the number of
newly registered investors.

ADT of Northbound Bond Connect has been setting

record highs every year since its launch in 2017, Market participation in Northbound Bond Connect

reaching RMB26.6 billion in 2021, up 34 per cent continued to grow throughout 2021. As at 31
compared with 2020. Trading volume in November December 2021, a total of 3,233 institutional

2021 reached a monthly record high of RMB644 investors from 35 jurisdictions globally participated
billion, and single-day trading volume recorded an in Bond Connect, up 37 per cent from 2,352
all-time high of RMB51.0 billion on 16 December institutional investors as at 31 December 2020.

2021. In addition, the highest number of daily trading
tickets of 1,113 was recorded on 30 November 2021.

Key developments of Bond Connect in 2021

¢ Southbound Bond Connect was launched in September, enabling Mainland institutional investors to invest in the Hong
Kong and global bond markets

¢ MarketAxess became the third trading platform under Northbound Bond Connect

¢ Chinese government bonds were included in the FTSE World Government Bond Index (WGBI) from October 2021, marking
another major milestone of China’s integration with global markets

« A new Bond Connect filing arrangement was introduced to further facilitate overseas institutional investors’ participation
in China’s inter-bank bond market. The new arrangement enables filing to be submitted by the investment manager at
entity level, with one filing for multiple products allowed

* Bond Connect launched a new dealer pay model, which allows global investors to get price quotations from market makers
with trading fee built into the bond price

e CNYPlus, a web-based system, was launched to provide Bond Connect investors with currency conversion options and
facilitate their foreign exchange (FX) risk management needs

* Bond Connect launched a web-based third-party FX registration service on the E-Filing portal to facilitate investors
registering their Hong Kong FX settlement banks online

« The policy to exempt overseas institutional investors from corporate income tax and value-added tax on their domestic
bond investments is extended till 31 December 2025

HKEX Annual Report 2021



Listed Bond Market Development

In 2021, there were 508 new listings of debt
securities on the Stock Exchange, with total issuance
amounting to $1,552 billion, up 18 per cent and 2 per
cent respectively, compared with 2020. Among these
were a total of 95 new green/ESG-related bond
listings, raising a total of $282.6 billion in 2021 (2020:
18 listings raising $66.7 billion). Total turnover value
of debt securities reached $104 billion, an increase of
58 per cent, compared with 2020.

Sustainable Finance

HKEX’s Sustainable and Green Exchange (STAGE)
has continued to gain traction since its launch in
December 2020. As at 31 December 2021, there were
a total of 87 sustainable-focused products from
leading issuers displayed on STAGE, including green,
social, sustainable or similar bonds from issuers
across different sectors, as well as ESG-related ETPs.

To support businesses and investors in their
sustainability journey, a new equities section has
been introduced on STAGE, following the
introduction of Bonds and ETPs. ESG metrics on over
600 Hong Kong-listed companies published by
leading ESG data providers are displayed as of 31
December 2021. HKEX published the Practical
Net-Zero Guide for Business in December 2021,
introducing the essential steps for businesses to
develop a pathway to net-zero, providing support to
companies to facilitate their net-zero transition, and
encouraging more net-zero commitments.

The inaugural HKEX Green Asia Summit was hosted
in December 2021, with over 900 attendees. Senior
executives, policy makers and sustainability experts
from across the globe shared their insights on the
role of capital markets in supporting the transition to
a low-carbon and sustainable economy, and
discussed how opportunities presented in the
fast-changing technology and regulatory landscape
can be collectively leveraged.

Business Review
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Emerging Business Development

HKEX continues to explore a range of new opportunities to create value for the Group’s stakeholders, with a

focus in particular on expanding our digital expertise and consolidating our role as Asia’s leading ESG hub.

Key developments of Emerging Business in 2021

o Established a new Emerging Business Development Team, cross leveraging the latest financial technologies and
partnerships, to develop successful ecosystems in emerging business areas

« Participation in Project Genesis, a project led by the Bank for International Settlements (BIS), Innovation Hub Hong Kong
Centre and the Hong Kong Monetary Authority (HKMA). Prototypes on tokenised green bonds were announced in
November 2021, which provided potential solutions that may help market participants in achieving their environmental
and sustainability goals

» Participation in the Multiple Central Bank Digital Currency (m-CBDC) Bridge project for cross-border payments jointly run
by the HKMA, Bank of Thailand, Central Bank of the United Arab Emirates and the Digital Currency Institute of the People’s
Bank of China (PBC DCI). HKEX is one of the participating parties which provided business use case to facilitate the
development of proof-of-concept prototype for transactions of multilateral central bank digital currencies

Market Surveillance and Compliance

Throughout 2021, HKEX has continued its efforts in promoting transparency and strong compliance culture of
our marketplace, with a number of key initiatives set out below.

Key initiatives on promoting market surveillance and compliance in 2021

+ New surveillance measures have been introduced to support the launch of new products, trading and related business
initiatives, and more ad hoc investigations were conducted in 2021 to maintain market fairness and orderliness

¢ HKEX conducted its 2021 Annual Attestation and Inspection Programme with a focus on three areas: (1) manual trades (2)
risk management and (3) China Connect rules

* HKEX conducted thematic reviews of (1) Block Trade Order Aggregation (2) Broker-to-Client-Assigned Number under the
Investor ID Model for Stock Connect Northbound Trading and (3) Investor Eligibility in bonds listed under Chapter 37 of the
Main Board Listing Rules

o HKEX ssued its first quarterly compliance bulletin in August 2021, which seeks to provide the industry with a better
understanding of the Group’s enforcement work and regulatory expectations

« Four compliance roundtables with the industry were held to discuss topical issues around market surveillance and
monitoring practices, as well as observations from the 2020 Annual Programme

Listing Regulation

In 2021, the Stock Exchange issued various proposals and conclusions on Listing Rules amendments as set out
in the following table. Details of the consultations and other main policy changes and updates arising in 2021,
as well as the proposals under review in 2022 and beyond, are set out in the 2021 Listing Committee Report.

Key Proposals and Conclusions in 2021

Effective date
Consultation Consultation of changes
paper’ conclusions’ (if any)
Review of Listing Rules relating to Disciplinary Powers August 2020 May 2021 3 July 2021
and Sanctions
The Main Board Profit Requirement November 2020 May 2021 1 January 2022
Listing Regime for Overseas Issuers March 2021 November 20211 1 January 2022
Review of Corporate Governance Code and related April 2021 December 2021 1 January 2022
Listing Rules, and Housekeeping Rule Amendments
Special Purpose Acquisition Companies September 2021 December 2021 1 January 2022
Proposed Amendments to Listing Rules relating to October 2021 TH 2022 -
Share Schemes of Listed Issuers (tentative)

1 All the consultation papers and conclusions are available under the News (Market Consultations) section of the HKEX Market website.
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Key Initiatives by the Stock Exchange to Promote Issuers’ Self-compliance with the Listing Rules

« Issued two new listing decisions to provide guidance on the application of the reverse takeovers rules

» Published new guidance letter on pre-vetting for placing to connected clients in an initial public offering; and updated
guidance letters on (i) disclosure in listing documents for biotech companies; (ii) placing to connected clients, and existing

shareholders or their close associates; and (iii) sufficiency of operations

e Published semi-annual (i) Listing Division Newsletter; (ii) Listed Issuer Regulation Newsletter; and (iii) Enforcement Bulletin

» Published revised Enforcement Policy Statement and Enforcement Sanctions Statement to reflect both recent

developments and the Stock Exchange’s view of current enforcement priorities

» Published (i) Corporate Governance Guide for Boards and Directors; (ii) Analysis of IPO Applicants’ Corporate Governance

and ESG Practice Disclosure in 2020/2021; and (iii) Guidance on Climate Disclosures

e Launched three e-Learning modules on (i) equity fundraising rules; (ii) continuing obligations of listed issuers; and (iii)
continuing disclosure obligations and trading halt as part of the new e-learning series on ongoing compliance

requirements under the Listing Rules

IPO Processing, Compliance and Monitoring

The following tables illustrate the work of the Stock Exchange in processing new listings and monitoring
issuers’ compliance for the purposes of maintaining an orderly, informed, and fair market under Section 21 of

the SFO.

Stock Exchange’s IPO Work

2021 2020
Number of listing applications vetted ' 408 357
Number of applications brought to the Listing Committees (or their delegates)
for decisions 2 118 154
- within 120 calendar days 48 52
- between 121 to 180 calendar days 47 39
- after more than 180 calendar days 23 63
Number of applications for which approval was granted in principle * 153 179
Number of requests for guidance from listing applicants or their advisers seeking
clarifications of listing matters 209 181
- Average response time (in business days) 14 10
Number of listing applications for transfer of listing from GEM to Main Board accepted 5 12
Applications listed # 132 181
New listing applications rejected ® 1 1
New listing applications withdrawn 9 6
New listing applications returned -
Application in process at year-end 131 92

1 Comprises 316 (2020: 231) new applications and 92 (2020: 126) existing applications brought forward from previous year

2 Refers to listing applications heard by the Listing Committees (or their delegates) for the first time and excludes Chapter 20 listing

applications

3 Includes 35 (2020: 26) investment vehicles. At the end of 2021, 23 (2020: 20) approved applications had not yet been listed, and 15 (2020:

4) approved applications had lapsed during the year.
Includes 34 investment vehicles listed on Main Board and no deemed new listings (2020: 27)
5  No rejection decision in 2021 (2020: nil) was subsequently reversed upon review.
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Number of Compliance and Monitoring Actions

2021 2020

Announcements of issuers vetted 65,315 68,522

Circulars of issuers vetted 3,296 2,696

Share price and trading volume monitoring actions undertaken ' 12,541 10,535

Complaints handled 1,075 475
Cases (including complaints) referred to Listing Enforcement Department

for investigation 93 78

1 In 2021, monitoring actions undertaken included 608 enquiries (2020: 360) on unusual share price and trading volume movements, and
the actions undertaken led to 30 resumption announcements (2020: 19) on trading suspensions.

Long Suspension

Main Board GEM

Status of Long Suspended Companies 2021 2020 2021 2020
Resumption of trading of securities during the year 26 12 6 3
Cancellation of listing after expiry of prescribed

remedial periods during the year 18 15 12 7
Cancellation of listing under grandfathered

provisions during the year (Main Board Rule

6.01A(2)(a) or (c) or GEM Rule 9.14A(2)(b)) 3 8 1 1
Voluntary withdrawal of listing during the year 2 - - -
Companies suspended for 3 months or more at

year-end 90 64 16 17

Updates on the work in respect of listed companies’ compliance, and insights and observations that may assist
listed companies in their own compliance, can be found in the semi-annual “Listed Issuer Regulation Newsletter”.

Listing Enforcement

The enforcement statistics set out below represent a high level overview of the enforcement work undertaken
in 2021 by the Stock Exchange.

Further details and information relating to enforcement work (including the Stock Exchange’s general
approach, disciplinary procedures and recent cases) can be found on the HKEX Market website and via the
semi-annual “Enforcement Bulletin”,and are included in the 2021 Listing Committee Report.

Enforcement Statistics

2021 2020
Cases %3 164 128
Public sanctions * 35 13
Regulatory letters ® 12 9

1 Figures represent cases handled by Listing Enforcement in 2021 (including those carried over from the previous year and those ongoing at
year-end).

2 Atthe end of 2021, there were 61 ongoing investigations (2020: 54).

3 In2021,3 enforcement cases (2020: 4) originating from complaints were subject to enforcement investigation.

4 The number of investigation cases that resulted in a public sanction. Actions taken at a lower level in the same case, e.g., private reprimand,
are not included.

5  The number of cases involving issuance of at least one regulatory letter (i.e., a warning or guidance letter) where, following investigation,
disciplinary proceedings before the Listing Committee were not considered appropriate against any party. These letters are recorded as
part of the compliance history for the relevant party.

Costs of the Listing Function

The costs associated with the front line regulation of listed issuers, performed by the Listing Committee and
the Listing Division, are absorbed by the Cash and Equity and Financial Derivatives segments in proportion to
the listing fee income of the two segments.
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Equity and Financial Derivatives Segment
Key Market Indicators

2021 2020 Change
ADT of DWs, CBBCs and warrants traded on the Stock Exchange ($bn) 20.1 18.6 8%
Average daily number of trades of DWs, CBBCs and warrants traded
on the Stock Exchange ('000) 4162 344 21%
ADV of derivatives contracts traded on the Futures Exchange
(’000 contracts) 536 610 (12%)
ADV of stock options contracts traded on the Stock Exchange
(’000 contracts) 6372 526 21%
Number of newly listed DWs 16,684 12,128 38%
Number of newly listed CBBCs 42,807 2 38,039 13%
Number of newly listed Inline Warrants 83 780 (89%)
ADV of contracts traded during After-Hours Trading ' ('000 contracts) 68 95 (28%)
At At
31 Dec 2021 31 Dec 2020 Change
Open interest of futures and options ' (000 contracts) 9,916 11,260 (12%)
1 Excludes London Metal Mini Futures, Gold Futures, Silver Futures and Iron Ore Futures contracts (which are included under the
Commodities segment)
2 New record high in 2021
Analysis of Results
Summary
2021 2020
$m $m Change
Trading fees and trading tariffs ' 2,027 2,072 2%)
Stock Exchange listing fees 1,217 969 26%
Market data fees ' 183 192 (5%)
Other revenue and sundry income 9 8 13%
Total revenue and other income 3,436 3,241 6%
Less: Transaction-related expenses (126) (85) 48%
Total revenue and other income less transaction-related expenses 3,310 3,156 5%
Operating expenses 2 (665) (607) 10%
EBITDA 2,645 2,549 4%
EBITDA margin ? 80% 81% (1%)

1 Excludes cash equities (which are included under the Cash segment)

2 Includes Listing Division costs apportioned to DWs, CBBCs and warrants listed on the Stock Exchange
3 EBITDA margin is calculated based on EBITDA divided by total revenue and other income less transaction-related expenses.
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Trading Fees and Trading Tariffs

Sm
2,500

2,000

1,500

1,000

500

Trading fees of
DWs, CBBCs
and warrants

Trading tariffs of
DWs, CBBCs
and warrants

Trading fees of Trading tariffs of Total
derivatives contracts traded  stock options
on the Futures Exchange'? contracts?

H 2021 ADT of DWs, CBBCs and warrants

B 2020 ® Average daily number of trades of
DWs, CBBCs and warrants ("000)

® ADV of derivatives contracts traded
on the Futures Exchange ('000)’

® ADV of stock options contracts ('000)

1 Excludes London Metal Mini Futures, Gold Futures, Silver Futures and Iron Ore Futures contracts (which are included under the
Commodities segment)

2 Excludes trading fees and trading tariffs allocated to the Post Trade segment (Derivatives contracts traded on the Futures Exchange
-2021: $260 million; 2020: $303 million; stock options contracts -2021: $104 million; 2020: $86 million)
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Trading fees and trading tariffs for the segment are
generated from the trading of derivatives on the
Stock Exchange (i.e., DWs, CBBCs, warrants, and
stock options) and trading of futures and options on
the Futures Exchange. A portion of the trading fees
and trading tariffs for futures and options contracts
is allocated to the Post Trade segment, as the trading
and clearing fees of these products are bundled
together.

Trading fees and trading tariffs from DWs, CBBCs
and warrants increased by $83 million, or 12 per cent,
to $782 million (2020: $699 million), attributable to
the 8 per cent increase in ADT and the 21 per cent
increase in the average daily number of trades.
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Derivatives trading fees of the Futures Exchange
decreased by $210 million, or 18 per cent,
attributable to the 12 per cent decrease in ADV of
derivatives contracts traded, and a lower fee per
contract attributable to fee waivers for certain newly
launched products and a lower proportion of higher
fee contracts (including HSI futures and options)
being traded during 2021.

ADV of stock options contracts was up 21 per cent
and reached record high in 2021. Trading tariffs rose
by $82 million or 36 per cent, more than the 21 per
centincrease in ADV, as a larger proportion of higher
fee contracts was traded during 2021.



Stock Exchange Listing Fees

Fees Number
$m
4,000 42,807 45,000 Stock Exchange listing fees for the segment
° ) ! .
3500 38,039 40,000 are mainly derived from initial and
° subsequent issue listing fees for DWs and
35,000 . -
3,000 ' CBBCs. The fees increased by $248 million or
5500 30,000 26 per cent, as the number of newly listed
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2,000 in 2021.
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B B Initial and subsequent ® Number of newly listed DWs
issue listing fees ® Number of newly listed CBBCs
EBITDA

Transaction-related expenses include licence fees and other costs which directly vary with trading transactions.
These expenses increased by $41 million, or 48 per cent, partially driven by the licence fees for the MSCl index
futures contracts launched in July 2020.

Operating expenses increased by $58 million (10 per cent) due to higher allocated costs of the Listing Division,
reflecting the relatively higher increase in listing fees from DWs and CBBCs, and increase in marketing
expenses and incentives relating to new products. EBITDA increased by 4 per cent year-on-year, while EBITDA
margin decreased from 81 per cent to 80 per cent, reflecting the higher percentage increase in transaction-
related expenses and operating expenses compared to the percentage increase in revenue.

Business Update

The Hong Kong Derivatives Market showed moderate growth in 2021. The total number of futures and options
contracts traded in 2021 was 287,642,4072, up 2 per cent on 2020. Stock options were the major contributor to
growth, with ADV reaching a record high of 637,246 contracts,a 21 per cent increase compared with 2020. In
addition, a number of key futures and options contracts reached new record highs in 2021 (see below).

New Record Highs - Full Year Trading Volume

2021 Pre-2021 record

Number of contracts Number of contracts

Weekly Hang Seng Index Options 2,078,915 1,191,533 (2020)
Stock Futures 2,382,772 1,141,729 (2020)
Stock Options 158,036,999 131,021,660 (2020)

2  Excludes London Metal Mini Futures, Gold Futures, Silver Futures and Iron Ore Futures contracts (which are included under the
Commodities segment)
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New Record Highs - Single-day Trading Volume and Open Interest

Single-day Trading Volume Open interest

Date Number of Date Number of

(2021) contracts (2021) contracts

HSI Options 11 Jan 140,628 N/A N/A

Mini HSI Futures N/A N/A 22 Dec 25,814

Weekly HSI Options 8 Jul 20,628 2 Jul 14,887

HSCEI Futures 27 Jul 545,816 N/A N/A

HSCEI Options 11 Jan 389,483 N/A N/A

HSCEI Futures Options’ 26 Nov 30,988 16 Dec 108,574

Hang Seng TECH Index Futures 28 Dec 89,967 28 Dec 69,944

Hang Seng TECH Index Options’ 19 Aug 3,329 29 Dec 29,584
MSCI Japan Net Total Return (USD) Index

Futures 15 Sep 30,260 17 Sep 17,793
MSCI Thailand Net Total Return (USD)

Index Futures 16 Jun 23,200 16 Jun 25,873
MSCI China A 50 Connect (USD) Index Futures'’ 13 Dec 38,610 16 Dec 34,016
Stock Futures 9 Mar 36,944 22 Mar 61,238
Stock Options N/A N/A 29 Mar 15,625,280

1 Launchedin 2021

Average Daily Volume of Major Futures and Options Contracts

Number of contracts
’000

650 637
600
550 526
500
450
400
350
300
250
200
150
100
50

HSI Futures Mini HSI Futures HSI Options HSCEI Futures HSCEI Options Stock Options

H 2021 B 2020

Equity Futures and Options Market reaching 14,718 contracts. Daily trading volume and
Development Ol reached record highs of 89,967 contracts and
69,944 contracts respectively on 28 December 2021.
Hang Seng TECH Index Options, which was
introduced in January 2021, reached a daily record
high of 3,329 contracts on 19 August 2021, and Ol
reached record high of 29,584 contracts on 29
December 2021.

The new Hang Seng TECH Index derivative products
continued to gain traction with investors during the
year. Since launch in November 2020, both trading
volume and open interest (Ol) of Hang Seng TECH
Index Futures continued to grow in 2021 with ADV
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To broaden HKEX’s derivatives product offering and
complement the existing Hang Seng product suite,
two physically settled Options on Futures Contracts
(OOF) were introduced, namely the HSI Futures
Options and HSCEI Futures Options, in August 2021.
ADV of these two contracts since launch was 4,072
contracts and Ol reached 90,201 contracts as at the
end of December. The introduction of OOF
introduced additional new trading and risk
management tools for investors.

HKEX launched the first A-share derivatives product
in Hong Kong, MSCI China A 50 Connect Index
Futures, in October 2021. The contract tracks the
performance of top 50 large cap China A-shares
using a sector-neutral approach via Stock Connect,
and provides international investors with a new and
effective risk management tool for their portfolio of
Stock Connect eligible A-shares. The product offers
better correlation to the market than others and the
launch marks a key step forward for HKEX in building
as risk management centre in Hong Kong. The
launch was very well received by the market with a
record high first-month ADV and open interest for
index futures. ADV since launch was 11,558 contracts
and Ol reached 31,710 contracts as of the end of
December. In addition, to strengthen HKEX’s MSCI
derivatives product suite, MSCI China Free (USD)
Index Options and MSCI Taiwan (USD) Index Options
were introduced in March 2021 while MSCI China
(USD) Index Futures and MSCI China Net Total
Return (USD) Index Futures were introduced in
November 2021.

Market Structure Development

Throughout 2021, HKEX continued to enhance its
market microstructure, with the roll-out of a number
of key initiatives. In April 2021, both the VCM and
Pre-Opening Session (POS) enhancements in the
Derivatives Market were introduced. The VCM
enhancement allows multiple VCM triggers per
trading session helping to better safeguard market
integrity; and the POS enhancement introduces a
random cut-off mechanism to the pre-opening
session and the pre-open allocation session, aiming
to deter manipulation of the Calculated Opening
Price near the end of the auction process.

In November 2021, a new version of the Pre-Trade
Risk Management System (PTRM 2.0) was rolled out
to provide investors with additional risk management
tools to support the management of their intraday
exposures, further improving and safeguarding
stability in the Derivatives Market.

On 6 January 2022, HKEX published consultation
conclusions for Derivatives Holiday Trading, after
receiving positive responses from a broad spectrum
of market stakeholders on its consultation paper
published in November 2021. The initiative will
enable investors to actively manage their derivatives
portfolios during Hong Kong holidays, when the
markets of their underlying securities holdings may
be open. The proposal is part of HKEX’s ongoing
commitment to enhance Hong Kong’s market
microstructure to support the needs of global
investors.

Fixed Income and Currency (FIC)
Development

The RMB currency derivatives market gained strong
momentum in 2021, supported by the continued
appreciation of the RMB. A total of 1,561,949 USD/
CNH Futures and USD/CNH Options contracts were
traded in 2021.

In April 2021, HKEX introduced the Mini USD/CNH
Futures contract, complementing the existing USD/
CNH contract with a smaller contract size of
US$20,000. Since its launch, trading demand for the
contract experienced strong momentum, with a total
of 792,196 contracts traded for the period to 31
December 2021.

Structured Products

Hong Kong was again the world’s largest structured
products market, for the 15th consecutive year. In
June 2021, HKEX was awarded the “Best Structured
Product and Derivatives Exchange” in the “Asia-
Pacific Awards 2021” organised by Structured Retail
Products?, for the second consecutive year.

The structured products market experienced solid
growth in 2021, both in terms of listing and trading
activities. The number of new listings reached a
record high of 59,574, and ADT of CBBCs, DWs, and
warrants was $20.1 billion, up 8 per cent from 2020,
and accounted for 12 per cent of total market
turnover.

In August 2021, HKEX welcomed our 16th structured
products issuer to the market, bringing in new
products and further improving market liquidity.

3 Anorganisation providing data and market intelligence on structured products
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Commodities Segment
Key Market Indicators

2021 2020 Change
ADV of metals contracts traded on the LME ("000 lots)
Aluminium 229 237 (3%)
Copper 120 128 (6%)
Zinc 87 90 (3%)
Nickel 65 67 (3%)
Lead 41 42 (2%)
Others 5 7 (29%)
Total chargeable ADV excluding Admin Trades’ 547 571 (4%)
Chargeable Admin Trades ' 25 37 (32%)
Other non-chargeable trades 1 2 (50%)
Total ADV 573 610 (6%)
1 Admin Trades are chargeable at lower fee rate of US$0.04 per contract.
At At
31 Dec 2021 31 Dec 2020 Change
Total futures market open interest ("000 lots) 1,702 2,044 (17%)
Analysis of Results
Summary
2021 2020
$m $m Change
Trading fees and trading tariffs 1,072 1,089 (2%)
Market data fees 216 196 10%
Other revenue and sundry income:
Commodities stock levies and warehouse listing fees 78 67 16%
Financial OTC booking fees 53 49 8%
Others 59 53 11%
Total revenue and other income 1,478 1,454 2%
Operating expenses (695) (692) 0%
EBITDA 783 762 3%
EBITDA margin 53% 52% 1%
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Trading Fees and Trading Tariffs

Fees Contracts
Sm ’000 lots
2,000 800 LME trading fees dropped by $20 million (2
200 per cent) due to the 4 per cent decrease in
chargeable ADV of metals contracts traded
571 . )
1,500 5i7 ° 600 in 2021, partly offset by a higher average fee
er contract.
1,072 1,089 500 P
1,000 / - 400
300
500 1,065 ok 200
100
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B @ Trading fees of metals
contracts traded on the LME

| Trading fees of derivatives
contracts traded on the
Futures Exchange' and QME
trading fees

® Chargeable ADV? of metals
contracts traded on the LME

1 Includes London Metal Mini Futures, Gold Futures, Silver Futures and Iron Ore Futures contracts
2 Chargeable ADV excludes Admin Trades and other non-chargeable trades.

EBITDA

Operating expenses were broadly flat against 2020
despite the appreciation of pound sterling, reflecting
strong management of the business and targeted
cost controls. The EBITDA margin increased from 52
per cent to 53 per cent due to the increase in market
data fees and other revenue.

Business Update
LME

Building on the groundwork of the principles
identified in the 2017 Strategic Pathway, in June
2021 the LME published the outcomes of its
discussion paper on market structure. Key outcomes
of the paper covered the reopening of the Ring for
Official Prices on 6 September 2021, with Closing
Prices moving permanently to the LME’s electronic
trading platform (LMEselect), measures to enhance
liquidity, exploring the possibility of a hybrid
Contingent Variation Margin/Realised Variation
Margin methodology and enhancements to off-
warrant stock reporting.

Throughout 2021, the LME has continued to invest in
its global physical ecosystem and successfully
launched its electronic warranting solution in March
2021, replacing paper warrants. This new model
streamlines the lodgement and withdrawal process
for warrants, introducing more efficiency and
reducing the cost of operations.

In August 2021, the LME launched LMEpassport, a
centralised digital register that stores electronic
Certificates of Analysis (CoAs) and sustainability
credentials for LME-listed metals. Moving the
physical transfer of these documents to a digital
service provides efficiencies and digitisation to
stakeholders throughout the metals trading and
warehousing lifecycle. LMEpassport has seen strong
uptake from the market with more than 1 million
records created in the system from more than 17,000
CoAs.
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LMEpassport also provides a platform for
sustainability certifications and disclosures, which
allows valuable information relating to the ethical
and metallurgical provenance and production of
metal to be robustly stored and distributed. The LME
launched the first publication of such disclosures in
LME Week, with nine producers of LME-listed brands
choosing to publicise aspects of their sustainability
work. To support this, the LME has developed a
sustainability taxonomy, which provides
LMEpassport users with a straightforward
categorisation framework, making it easier to
navigate the wide range of sustainability-related
focus areas in the industry.

In October 2021, the LME announced its partnership
with Metalshub, a digital procurement platform for
raw materials. This partnership focuses on helping
promote sustainability, transparency and increased
efficiency in the base metals markets. The LME
intends to use the Metalshub platform as a price
discovery venue for premiums to LME prices, helping
further embed LME prices and creating new price
indices to facilitate enhanced risk management.
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The LME launched six new cash settled futures in
July 2021, and four of the contracts (including LME
Aluminium Premium Duty Paid European
(Fastmarkets MB), LME Steel Scrap CFR Taiwan
(Argus), LME Steel Scrap CFR India (Platts) and LME
Steel HRC NW Europe (Argus)) have seen active
trading.

HKFE Commodities Product Development

In Hong Kong, USD London Metal Mini Futures
volumes continued to grow, with a total of 417,545
lots traded in 2021, more than doubling that of 2020.
USD London Aluminium Mini Futures and USD
London Zinc Mini Futures reached daily record highs
of 2,129 lots on 28 September 2021 and 2,231 lots
on 18 October 2021 respectively.

LME Asia Metals Seminar 2021 was successfully
hosted in May 2021, bringing together more than
1,000 industry leaders and investors to discuss the
latest development in the global commodities
market and opportunities emerging from Covid-19.

QME

In 2021, QME’s trading turnover reached a record
high of RMB32.5 billion, more than double the
turnover of 2020. The base metals product suite was
further expanded during 2021, with the launch of
aluminium coil to provide comprehensive services for
industry players. QME’s alumina benchmark price
gained further recognition, after being included in all
three major alumina price indices in the Mainland’s
domestic market. QME’s unique position as the
nation’s most recognised physical commodities
exchange gained increasing support from regulatory
authorities and the market, as China’s Vice Premier
Han Zheng paid a visit to QME in September for
research on the subject of construction of a physical
commodities trading platform.



Post Trade Segment
Key Market Indicators

2021 2020 Change

ADT on the Stock Exchange (Sbn) 166.7 3 129.5 29%
Average daily number of Stock Exchange trades ("000) 2,365° 1,962 21%
Average value per Stock Exchange trade ($) 70,506 65,984 7%
Average daily value of Settlement Instructions (Sls) for Stock

Exchange trades ($bn) 403.2 346.1 16%
Average daily number of Slis for Stock Exchange trades ("000) 127 115 10%
Average value per Sl for Stock Exchange trades ($) 3,171,204 3,011,015 5%
ADT of Northbound Trading of Stock Connect' (RMBbn) 120.1°3 91.3 32%
Average daily value of Sis for Northbound Trading of Stock Connect

(RMBbn) 32,53 211 54%
Chargeable ADV 2 of metals contracts traded on the LME (’000 lots) 547 571 (4%)

1 Includes buy and sell trades under Stock Connect

2 Chargeable ADV excludes Admin Trades (which are chargeable at a lower clearing fee rate of US$0.02 per contract) and other non-

chargeable trades.
3 New record highin 2021

Analysis of Results

Summary
2021 2020
$m Sm Change
Clearing and settlement fees 5,214 4,355 20%
Depository, custody and nominee services fees 1,543 1,264 22%
Trading fees and trading tariffs - allocated from Equity and Financial
Derivatives segment 364 389 (6%)
Other revenue and sundry income 278 243 14%
7,399 6,251 18%
Net investment income 596 1,386 (57%)
Total revenue and other income 7,995 7,637 5%
Less: Transaction-related expenses (26) (25) 4%
Total revenue and other income less transaction-related expenses 7,969 7,612 5%
Operating expenses (844) (860) 2%)
EBITDA 7,125 6,752 6%
EBITDA margin’ 89% 89% -

1  EBITDA margin is calculated based on EBITDA divided by total revenue and other income less transaction-related expenses.
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Clearing and Settlement Fees
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1 Chargeable ADV excludes Admin Trades (which are chargeable at a lower clearing fee rate of US$0.02 per contract) and other non-

chargeable trades.

Clearing and settlement fees for the Cash Market
(i.e., including Stock Exchange trades and
Northbound Trading) increased by 25 per cent to
$3,883 million in 2021 (2020: $3,110 million) and
total fees for Sls increased by 17 per cent to $751
million in 2021 (2020: $641 million). The increases
were primarily driven by a higher number of
transactions, and record fees from Stock Connect
Northbound Trading of $1,079 million (2020:
$779 million).

Clearing fees for LME Clear decreased by 4 per cent
compared with 2020, in line with the decrease in
chargeable ADV of metals contracts traded on

the LME.

Depository, Custody and Nominee
Services Fees

Depository, custody and nominee services fees do
not directly vary with changes in market activity. The
fees rose by $279 million or 22 per cent to $1,543
million in 2021 (2020: $1,264 million), mainly due to
higher Stock Connect portfolio fees from increase in
portfolio values, higher scrip fees from more
companies having their book close in 2021, and
increase in stock withdrawal fees.
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Trading Fees and Trading Tariffs

Trading fees and trading tariffs allocated from the
Equity and Financial Derivatives segment for clearing
derivatives products dropped by 6 per cent, due to a
12 per cent decrease in ADV of derivatives contracts
traded on the Futures Exchange, partly offset by a 21
per cent increase in ADV of stock options traded (see
commentary in the Equity and Financial

Derivatives segment).

Other Revenue and Sundry Income

Other revenue increased by $35 million, mainly due
to higher interest shortfall collected from LME Clear
CPs on cash collateral, as USD investment returns
fell below the benchmark interest rate stipulated in
the rules of LME Clear, but was partly offset by a
drop in accommodation income received from HKCC
CPs for placing less Euro and Japanese Yen

as collateral.



Net Investment Income
Average fund size
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The analysis of net investment income is as follows:

The increase in the average size of Margin
Funds during the year was attributable to
higher average Margin Fund size of LME
Clear due to higher margin requirements per
contract reflecting heightened volatility, and
higher SEOCH Margin Fund size due to
increase in open interests and margin
requirements per contract.

The increase in the average size of Clearing
House Funds during the year was
attributable to higher average fund sizes of
LME Clear and HKSCC due to changes in risk
exposures.

2021 2020
Clearing Clearing
Margin House Margin House
Funds Funds Total Funds Funds Total
$m $m $m $m $m $m
Net investment income from:
- Cash and bank deposits 538 16 554 1,255 78 1,333
- Debt securities 37 1 38 56 - 56
- Exchange gains/(losses) 4 - 4 3) - 3)
Total net investment income 579 17 596 1,308 78 1,386
Net investment return 0.30% 0.08% 0.27% 0.82% 0.47% 0.79%

Net investment income dropped by $790 million mainly due to lower investment returns as a result of the low
interest rate environment, partly offset by higher average Margin Fund and Clearing House Fund sizes.

EBITDA

Operating expenses decreased by $16 million (2 per cent), reflecting lower staff costs, due to lower headcount.

EBITDA margin remained stable at 89 per cent.
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Business Update
Cash and Derivatives Clearing

Trading activities remained strong in 2021, with the
average daily number of Stock Exchange trades and
Sls settled by CCASS increasing by 21 per cent and
10 per cent respectively, compared with 2020.

The average daily value of Northbound Sls increased
by 54 per cent in 2021 compared with 2020. In
addition, Northbound and Southbound portfolio
values of Stock Connect at 31 December 2021
increased by 18 per cent and 7 per cent to RMB2,760
billion (31 December 2020: RMB2,339 billion) and
$2,250 billion (31 December 2020: $2,096 billion)
respectively.

In July 2021, HKEX published the conclusions to its
2020 Concept Paper on its new platform, FINI, a
comprehensive solution for the modernisation and
shortening of Hong Kong’s IPO settlement cycle.
Since then, a series of market readiness campaigns
have been rolled out for HKSCC participants,
Designated Banks and Share Registrars to provide
further implementation details of the new e-IPO
pre-funding model, optional use of Broker-to-Client
Assigned Number (BCAN) and paperless preferential
offerings. The FINI platform is in development with
market rehearsals scheduled to be held throughout
2022.

HKEX plans to launch VaR Platform, a new risk
management platform in 2022 which adopts
Value-at-Risk models to replace the current flat-rate
methodology to calculate initial margin and Default
Fund of HKSCC CPs. Familiarisation programme of
VaR Platform commenced in 2021, where an online
margin simulator as well as margin and default fund
contribution requirement under the new risk models
are made available to CPs to enhance their
understanding on the changes brought by the new
platform.

OTC Clear

OTC Clear’s USD/CNH Cross Currency Swaps (CCS)
clearing volume remained strong in 2021 and
reached a record high, with US$52.3 billion notional
cleared, up 26 per cent compared with 2020. OTC
Clear’s USD Interest Rate Swaps clearing volume
also continued to grow and was up 8 per cent from
the previous record of US$18.3 billion notional
cleared in 2020.

In May 2021, OTC Clear launched clearing services
for CCS referencing Secured Overnight Financing
Rate (SOFR) and Hong Kong Dollar Overnight Index
Average (HONIA) to provide a full suite of Risk-Free
Rate (RFR) based clearing products, supporting the
market adoption of new risk-free reference rate in
Hong Kong before cessation of LIBOR. In addition,
OTC Clear continues to expand its membership base
through onboarding new direct members and clients
via the Sponsored Settlement Membership model.
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Technology Segment
Analysis of Results

Summary
2021 2020

$m $m Change
Network, terminal user, data line and software sub-license fees 720 610 18%
Hosting services fees 257 230 12%
BayConnect sales and service revenue and other income 73 70 4%
Total revenue and other income 1,050 910 15%
Operating expenses (305) (304) 0%
EBITDA 745 606 23%
EBITDA margin 71% 67% 4%

Network, Terminal User, Data Line and
Software Sub-license Fees

Network fees rose by $110 million (18 per cent) due
to increased usage of the Orion Central Gateway and
China Connect Central Gateway by EPs, and higher
fees from the sale of new throttles.

Hosting Services Fees

Hosting services fees increased by 12 per cent due to
organic growth from both new customer
subscriptions and increased usage by existing
customers, with over 20 racks newly subscribed in
2021.As at 31 December 2021, 102 EPs were using
HKEX’s Hosting Services. These EPs generated, in
aggregate, approximately 58 per cent of the Cash
Market turnover and 67 per cent of the trading
volume of the Derivatives Market in 2021.

EBITDA

Operating expenses were broadly flat against 2020,
reflecting good cost discipline. As a result, EBITDA
margin rose from 67 per cent in 2020 to 71 per cent
in 2021 and EBITDA increased by 23 per cent
year-on-year.

Business Update
Trading and Clearing Systems

During 2021, despite market volatility and challenges
posed by the pandemic on work arrangements, all of
HKEX’s major trading, clearing, settlement and
market data dissemination systems for the Cash,
Derivatives and Commodities Markets continued to
perform robustly.

The upgrade of the OTC Clearing and Settlement
System (OCASS) was completed in April 2021. This
further enhanced system performance, flexibility and
stability, and at the same time brought significant
functional and technical improvements (in particular
the new risk engine, low-latency technical
architecture and market data catch-up processes) to
both OTC Clear and its Clearing Members.

HKEX improved the system infrastructure resilience
of the Hong Kong Futures Automated Trading
System (HKATS), by adding two new Matching
Engines in August 2021, and by reallocating products
of a similar nature into the new Matching Engines to
facilitate the introduction of new product initiatives.

To refresh the technology of the securities market
access platform, both software and hardware of
Orion Central Gateway - Securities Market (OCG-C)
were upgraded in September 2021. The new OCG-C
adopted the same technology stack and fully
integrates with Orion Trading Platform - Securities
Market (OTP-C), providing greater flexibility and
stability, to implement new functionalities in the
future.

The project for hardware obsolescence replacement
for various trading and clearing systems, together
with the relocation of one of HKEX secondary data
centre sites, was successfully completed in December
2021.
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Hosting Services

To meet customer demands, Hosting Services in
2022, will offer high power density racks to enrich
the hosting product portfolio and to fit-out the new
data hall. The new high power density racks and the
new data hall will be ready for service in Q2 2022
and Q4 2022 respectively.

Innovation Lab

The HKEX Innovation Lab continued its mission to
explore, incubate and apply new technologies to
modernise HKEX’s business and drive technological
enhancements for Hong Kong’s markets.

Corporate Items

In 2021, the Innovation Lab played a key role in the
design and architecture of the FINI platform (refer to
details in the Post Trade segment). The Innovation
Lab also concluded its three-year Robotic Process
Automation (RPA) programme, which has
streamlined more than 100 operational processes
across HKEX’s businesses. This programme was
recognised by Blue Prism, with its Asia Pacific
Pinnacle Award for implementation excellence in
June. Further investments were also made
throughout the year in applications of big data and
artificial intelligence, including new partnerships
with local startups Gekko Lab and DeepTranslate.

“Corporate Items” is not a business segment but comprises central income (including net investment income of
the Corporate Funds and HKEX Foundation donation income), the costs of central support functions that
provide services to all operating segments, HKEX Foundation charitable donations and other costs not directly

related to any operating segments.

Summary
2021 2020
$m $m Change
Net investment income 708 842 (16%)
HKEX Foundation donation income 139 106 31%
Others 13 9 44%
Total revenue and other income 860 957 (10%)
Operating expenses:
- HKEX Foundation charitable donations (105) (112) (6%)
- Others (1,301) (1,269) 3%
EBITDA (546) (424) 29%

Net Investment Income
Average fund size
Sbn

o0 34.5

30.7
30

25

30.5

2021 2020

B W Corporate Funds (other |
than equity securities)

Equity securities
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Average fund size of Corporate Funds
increased principally due to cash generated
and retained by the business after payment
of cash dividends and the increase in fair
values of collective investment schemes.



The analysis of net investment income is as follows:

Corporate Funds

2021 2020
$m $m

Net investment income from:

- Collective investment schemes 364 487

- Cash and bank deposits 172 376

- Equity securities 121 -

- Debt securities 2 8

- Exchange gains/(losses) 49 (29)
Total net investment income 708 842
Net investment return 2.06% 2.75%

1 Investments in minority stakes of unlisted companies

Net investment income of Corporate Funds decreased by $134 million compared with 2020 due to lower
interest income reflecting the low interest rate environment and lower fair value gains on collective investment
schemes, partly offset by gains on valuation of long-term equity investments.

The fair value gains on collective investment schemes came from funds invested in the following strategies:

2021 2020
Strategy $Sm Sm
Public equities 222 79
Diversifiers 113 278
Government Bonds and Mortgage-backed Securities 29 130
Total fair value gains 364 487

1 Diversifiers comprise Absolute Return and Multi-Sector Fixed Income asset classes.

EBITDA

Excluding HKEX Foundation charitable donations,
operating expenses increased by 3 per cent against
2020, due to higher IT maintenance costs on
upgraded systems, and higher professional fees for
strategic projects.

EBITDA decreased by $122 million mainly due to the
decrease in total revenue and other income.

Business Update
Equity Investment

In 2021, HKEX completed a minority stake
investment in the newly-established Guangzhou
Futures Exchange (GFE) for a total consideration of
RMB210 million, the first investment in a domestic
futures exchange by a non-Mainland Chinese
investor. Anchored in the Greater Bay Area, GFE was

launched in April, and aims to become an innovative
and market-oriented exchange with international
influence, focusing on serving the real economy and
green development initiatives. This investment
provides HKEX with the opportunity to help build
and promote the development of China’s derivatives
market, alongside our Mainland partners and
customers. In August 2021, HKEX signed a
Memorandum of Understanding with GFE for
strategic cooperation, supporting China’s pledge for
peak carbon emissions by 2030 and carbon neutrality
by 2060.

Corporate Social Responsibility

Throughout 2021, HKEX continued to play an active
role in shaping the long-term sustainability of global
financial markets. HKEX, as a corporate, regulator
and market operator, was committed to promoting
good corporate governance and ESG stewardship

Business Review
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through the ongoing publication of training and
guidance materials, industry knowledge sharing and
leadership on best practices. HKEX was pleased to
launch the ESG Academy in 2021 and associated
website in November 2021, a new centralised portal
providing ESG guidance and educational materials;
the ESG Academy webinar series aims to deepen the
understanding of ESG-related disclosure and
stewardship among listed companies.

To reinforce its commitment to tackling climate
change, the Group continued to make efforts in
facilitating the transition to a net-zero global

economy across its markets, business and operations.

During 2021 the Group focused on the ongoing
development of sustainable and green finance in the
region through HKEX’s Sustainable and Green
Exchange, STAGE, and sought to enhance
sustainability transparency for the LME’s traded
metals via its newly launched digital register,
LMEpassport. To provide more practical guidance for
listed companies in addressing climate change, HKEX
published two guides to assist listed companies in
preparing climate change disclosures that are
aligned with the Task Force on Climate-Related
Financial Disclosures (TCFD), and sharing the
essential steps for businesses to develop a pathway
to net-zero. HKEX as a corporate joined the Glasgow
Financial Alliance for Net Zero and made a pledge to
support global efforts to meet the goals of the Paris
Agreement.

Other key CSR and sustainability initiatives
implemented throughout 2021 included a group-
wide “Go Green with HKEX” campaign promoting
environmental stewardship across our markets and

Expenses, Other Costs and Taxation
Operating Expenses

operations; the launch of HKEX’s new Diversity
Networks which seek to foster a healthy, diverse and
inclusive workplace with a focus on Women, Families,
Abilities and the LGBT+ community; a staff “Big Day
Out” programme supporting partner charities; and
the rollout of an artificial intelligence (Al)-powered
online learning platform, iLearn, which enables
tailored learning resources for our employees.
Further information on HKEX’s CSR activities can be
found in HKEX’s 2021 CSR Report.

HKEX Foundation

HKEX Foundation continued to act as HKEX’s
dedicated charitable channel facilitating and
advocating for meaningful change through
programmes that build better lives and a better
community. Through the Foundation, HKEX seeks to
deepen its relationship with its communities, and
promote a shared prosperous sustainable future.
During the year, HKEX Foundation funded a wide
range of projects and charities focusing on financial
literacy, diversity and inclusion, poverty relief and
environmental sustainability. HKEX also
strengthened its partnerships with local charitable
bodies through the HKEX Charity Partnership
Programme and the newly launched HKEX Impact
Funding Scheme.

In 2021, HKEX Foundation raised $139 million
principally from HKEX’s Stock Code for Charity
Scheme, and made a total of $105 million charitable
donations to various causes in the community. As at
31 December 2021, the Foundation had a cumulative
surplus of $28 million for future donations and
expenditures.

IT& Product
Staff Costs  Computer Marketing &
& Related Maintenance Premises Promotion
Expenses Expenses Expenses Expenses

1% +13% 2%

($m)

+43%

2,948 2,967

2021 2020

2021 2020 2021 2020 2021 2020
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HKEX
Foundation Other
Professional Charitable Operating
Fees Donations Expenses Total

+4% -6% -1% +2%

4,529 4 439

2021 2020 2021 2020 2021 2020 2021 2020



Staff costs and related expenses decreased by $19 million (1 per cent) mainly due to a decrease in headcount
during the year, and special gratuity payments paid to the then HKEX’s Chief Executive in 2020.

IT and computer maintenance expenses consumed by the Group, excluding costs of services and goods directly
consumed by participants of $81 million (2020: $84 million), were $634 million (2020: $551 million). The
increase was mainly attributable to higher maintenance expenses for new IT systems, upgraded networks and
higher IT costs for cloud-based IT systems.

Product marketing and promotion expenses increased by $35 million (43 per cent), due to higher marketing
expenses and cash incentives relating to newly introduced derivatives products.

Depreciation and Amortisation

2021 2020
$m Sm Change
Depreciation and amortisation 1,354 1,197 13%

Depreciation and amortisation increased by $157 million (13 per cent), attributable to an increase in
depreciation and amortisation of new IT systems and upgrades completed in 2H 2020 and 2021.

Finance Costs

2021 2020
$m Sm Change
Finance costs 154 181 (15%)

Finance costs decreased due to lower negative interest charges, as smaller amounts of Euro and Japanese Yen
deposits were lodged by CPs as collateral.

Taxation
2021 2020
$m $m Change
Taxation 2,343 1,845 27%

Taxation increased due to higher profit before taxation in 2021, and a one-off deferred tax charge of $160
million on acquired LME intangible assets arising from approval of the change of statutory UK tax rate in 2021
from 19 per cent to 25 per cent effective from April 2023.
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Financial Review

Analysis of Results by Quarter
Quarterly Results

Q12021 Q2 2021 Q32021 Q42021 Total 2021
$m $m $m $m $m
Revenue and other income 5,956 4,953 5,309 4,732 20,950
Less: Transaction-related expenses (45) (36) (37) (34) (152)
Revenue and other income less
transaction-related expenses 5,911 4,917 5,272 4,698 20,798
Operating expenses (1,102) (1,119) (1,108) (1,200) (4,529)
EBITDA 4,809 3,798 4,164 3,498 16,269
Depreciation and amortisation (327) (335) (344) (348) (1,354)
Operating profit 4,482 3,463 3,820 3,150 14,915
Finance costs (39) (38) (39) (38) (154)
Share of profits less losses of joint ventures 16 22 20 22 80
Profit before taxation 4,459 3,447 3,801 3,134 14,841
Taxation (632) (685) (563) (463) (2,343)
Profit for period/year 3,827 2,762 3,238 2,671 12,498
Loss attributable to non-controlling interests 13 8 13 3 37
Profit attributable to shareholders 3,840 2,770 3,251 2,674 12,535
Q12020 Q2 2020 Q32020 Q42020 Total 2020
$m $m $m $m $m
Revenue and other income 4,009 4,773 5,309 5,099 19,190
Profit attributable to shareholders 2,262 2,971 3,347 2,925 11,505
Analysis of Quarterly Results
Profit ADT
$m $bn
6,000 240 2021 started exceptionally well with
200 Headline ADT reaching record quarterly high
5,000 141.0 160 of $224.4 billion in Q1, and quarterly
122-9\./140”7—0 120 Headline ADTs were higher than 2020 except
4,000 A for the fourth quarter.

3,000

2,000

1,000

Q1 Q2 Q3 Q4

B 2021 profit attributable
to shareholders

B 2020 profit attributable
to shareholders

2021 Headline ADT on
the Stock Exchange

® 2020 Headline ADT on
the Stock Exchange
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2021 Q2 and Q3 profits were lower than
2020 despite higher Headline ADT due to
lower net investment income impacted by
the low interest rate environment and lower
fair value gains on collective investment
schemes, and the one-off deferred tax charge
of $160 million recorded in Q2 arising from
change in UK tax rate.



Changes to Key Items in Consolidated Statement of Financial Position
(A) Significant Financial Assets and Financial Liabilities by Funds

At At
31 Dec 2021 31 Dec 2020
$m $m Change
Financial assets
Cash and cash equivalents 181,361 157,996 15%
Financial assets measured at fair value through profit or loss 100,861 100,597 0%
Financial assets measured at fair value through other
comprehensive income 9,755 7,942 23%
Financial assets measured at amortised cost 51,828 62,688 (17%)
Total 343,805 329,223 4%

The Group’s financial assets comprised financial assets of Corporate Funds, Margin Funds, Clearing House
Funds, base, ferrous, and precious metals derivatives contracts, and cash prepayments and collateral for
A-shares traded under Stock Connect, as follows:

At At
31 Dec 2021 31 Dec 2020
Sm Sm Change
Financial assets
Corporate Funds’ 33,794 33,747 0%
Margin Funds? 191,240 175,129 9%
Clearing House Funds 19,975 21,251 (6%)
Base, ferrous, and precious metals derivatives contracts
cleared through LME Clear 91,424 92,884 (2%)
Cash prepayments and collateral for A-shares 7,372 6,212 19%
Total 343,805 329,223 4%

1 Includes $1,267 million (31 December 2020: $1,241 million) solely used for supporting contributions to default funds and default
fund credits for HKSCC Guarantee Fund, SEOCH Reserve Fund and HKCC Reserve Fund

2 Excludes Settlement Reserve Fund and Settlement Guarantee Fund paid to ChinaClear and margin receivable from CPs of $12,764
million (31 December 2020: $11,879 million), which are included in accounts receivable, prepayments and other deposits

At At
31 Dec 2021 31 Dec 2020
Sm Sm Change
Financial liabilities
Base, ferrous, and precious metals derivatives contracts
cleared through LME Clear 91,424 92,884 2%)
Margin deposits, Mainland security and settlement deposits,
and cash collateral from CPs 203,536 187,008 9%
CPs’ contributions to Clearing House Funds 19,182 20,439 (6%)
Total 314,142 300,331 5%
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The increase in financial assets and financial
liabilities of Margin Funds at 31 December
2021 compared with 31 December 2020 was
mainly attributable to increased contributions
from members of LME Clear and SEOCH CPs
due to higher margin requirements.

Financial assets and financial liabilities of
Clearing House Funds at 31 December 2021
were 6 per cent lower than the balance at 31
December 2020, as lower contributions
required from members of LME Clear and
HKSCC CPs were partly offset by higher
contributions from HKCC and SEOCH CPs, in
response to changes in risk exposures.

Financial assets of Corporate Funds at 31
December 2021 were broadly flat compared
with 31 December 2020, as retention of cash
generated by the business over the past year
and the increase in fair value of collective
investment scheme investments were offset by
the cash paid for the 2020 second interim
dividend and 2021 first interim dividend.

A portion of the Corporate Funds is invested in
collective investment schemes which are
designed to enhance returns and mitigate
portfolio volatility and asset class
concentration risk. Further details of
investments in collective investment schemes
are included in note 53(a)(iv) to the
Consolidated Financial Statements of this
Annual Report.

Fixed Assets, Intangible Assets,
Right-of-use Assets and Capital
Commitments

The total net book value of the Group’s fixed
assets and intangible assets rose by $183
million from $20,394 million at 31 December
2020 to $20,577 million at 31 December 2021.
The increase was mainly due to additions of
assets’ of $1,127 million and exchange
differences arising mainly from appreciation of
USD of $100 million relating to translation of
fixed and intangible assets of the LME Group,
but was partly offset by depreciation and
amortisation of $1,044 million. Additions
during the year were mainly related to the

Exclude right-of-use assets recognised under HKFRS 16: Leases
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development and upgrade of various trading
and clearing systems (notably trading systems
for Commodities Market and software for cash
clearing systems), and the setup of a new
secondary data centre.

In accordance with HKFRS 16, the Group’s
operating leases are recognised as right-of-use
assets. At 31 December 2021, the carrying
amounts of these assets amounted to $1,896
million (31 December 2020: $2,193 million),
and were mainly related to leases of office
premises.

The Group’s capital commitments™ at 31
December 2021, including those authorised by
the Board but not yet contracted for,amounted
to $815 million (31 December 2020: $890
million). They were mainly related to the
development and upgrade of IT systems
including the cash, derivatives and
commodities trading and clearing systems, and
the development of a new data hall for hosting
services.

Significant Investments Held,
Material Acquisitions and Disposals
of Subsidiaries, and Future Plans
for Material Investments or Capital
Assets

In 2021, HKEX completed a minority stake
investment in the newly established
Guangzhou Futures Exchange Co. Ltd. (GFE) for
a total consideration of RMB210 million.

HKEX also made a further capital injection of
$100 million in Fusion Bank Limited in 2021,
bringing the total investment in the bank to
$200 million.

Save for those disclosed in this Annual Report,
there were no other significant investments
held, nor were there material acquisitions or
disposals of subsidiaries during the year under
review. Apart from those disclosed in this
Annual Report, there were no material
investments or additions of capital assets
authorised by the Board at the date of this
Annual Report.



(D) Equity attributable to Shareholders and Return on Equity

Equity attributable to shareholders increased by $708 million to $49,626 million at 31 December 2021
(31 December 2020: $48,918 million). This arose principally from the increase in retained earnings of
$959 million mainly attributable to profit for the year less dividends declared or paid, the increase in
reserve arising from share-based compensation expenses of $324 million, and the exchange gains arising
from translation of foreign subsidiaries of $101 million, but was partly offset by shares purchased for

Share Award Scheme of $681 million.

Equity attributable to Shareholders and Return on Equity

Equity
Sm
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B N Equity attributable to shareholders

1 Based on equity attributable to shareholders at year-end

Liquidity, Financial Resources and Gearing
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° 24
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® Return on equity’

Return on equity rose by 1 per cent
due to record high profit
attributable to shareholders in 2021.

Working capital decreased by $254 million to $29,105 million at 31 December 2021 (31 December 2020:
$29,359 million). The decrease was mainly due to payment of 2020 second interim dividend and 2021 first
interim dividend of $11,580 million, net increase in non-current assets of $822 million, partly offset by profit
attributable to shareholders of $12,535 million.

At 31 December 2021, the Group had the following outstanding borrowings:

At 31 Dec 2021

At 31 Dec 2020

Carrying Carrying
value value
$m Maturity Sm Maturity
Written put options to non-controlling interests 426 N/A 423 N/A
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At 31 December 2021, the Group had a gross gearing
ratio (i.e., gross debt divided by adjusted capital) of

1 per cent (31 December 2020: 1 per cent), and a net
gearing ratio (i.e., net debt divided by adjusted
capital) of zero per cent (31 December 2020: zero per
cent). For this purpose, gross debt is defined as total
borrowings (excluding lease liabilities) and net debt?
is defined as gross debt less cash and cash
equivalents of Corporate Funds (excluding those
reserved for supporting contributions to default
funds and default fund credits for Clearing House
Funds), and adjusted capital as all components of
equity attributable to shareholders of HKEX other
than designated reserves.

At 31 December 2021, the Group’s total available
banking facilities for its daily operations amounted to
$21,249 million (31 December 2020: $21,223
million), which included $14,748 million

(31 December 2020: $14,722 million) of committed
banking facilities and $6,500 million (31 December
2020: $6,500 million) of repurchase facilities.

The Group has also put in place foreign exchange
facilities for its daily clearing operations and for the
RMB Trading Support Facility to support the trading
of RMB stocks listed on the Stock Exchange.

At 31 December 2021, the total amount of the
facilities was $31,041 million (31 December 2020:
$30,244 million).

In addition, the Group has arranged contingency
banking facilities amounting to RMB13,000 million
(31 December 2020: RMB13,000 million) for settling
payment obligations to ChinaClear should there be
events that disrupt normal settlement arrangements
for Stock Connect.

At 31 December 2021, 83 per cent (31 December
2020: 82 per cent) of the Group’s cash and cash
equivalents were denominated in HKD or USD.

Pledges of Assets

Details of pledges of assets are included in note 51
to the Consolidated Financial Statements of this
Annual Report.

Exposure to Fluctuations in
Exchange Rates and Related
Hedges

Details of the Group’s exposure to fluctuations in
exchange rates and related hedges are included in
note 53(a)(i) - Foreign exchange risk to the
Consolidated Financial Statements of this

Annual Report.

Contingent Liabilities

Details of contingent liabilities are included in note
49 to the Consolidated Financial Statements of this
Annual Report.

2 Net debtis zero when the amount of cash and cash equivalents of Corporate Funds (excluding those reserved for supporting contributions
to default funds and default fund credits for Clearing House Funds) is higher than gross debt
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10-Year Financial Statistics

2021 2020 2019 2018 2017 2016 2015 2014 2013 2012

Key Market Statistics
Headline ADT traded on the

Stock Exchange ($bn) 166.7 129.5 87.2 107.4 88.2 66.9 105.6 69.5 62.6 53.9
ADV of derivatives contracts traded on

the Futures Exchange ('000 contracts) 538 612 630 687 443 465 394 275 284 260
ADV of stock options contracts traded on

the Stock Exchange ('000 contracts) 637 526 442 517 428 298 374 302 249 228
Chargeable ADV of metals contracts

traded on LME* (000 lots) 547 571 617 627 602 618 670 700 676 634
*  HKEX completed the acquisition of the LME Group on 6 December 2012.
Consolidated Income Statement
($m)
Revenue and other income 20,950 19,190 16,311 15,867 13,180 11,116 13,375 9,849 8,723 7,211
Less: Transaction-related expenses (152) (110) (51) (54) (40) (39) (36) (27) (27) (24)
Revenue and other income less

transaction-related expenses 20,798 19,080 16,260 15,813 13,140 11,077 13,339 9,822 8,696 7,187
Operating expenses (4,529) (4,439) (3,997) (4,056) (3,526) (3,416) (3,254) (2,931) (2,750) (1,933)
EBITDA 16,269 14,641 12,263 11,757 9,614 7,661 10,085 6,891 5,946 5,254
Depreciation and amortisation (1,354) (1,197) (1,044) (762) (858) (771) (684) (647) (507) (158)
Costs relating to acquisition of LME Group - - - - - - - - - (138)
Costs relating to proposed

combination with LSEG - - (123) - - - - - - -
Finance costs (154) (181) (177) (114) (134) (82) (114) (196) (183) (55)
Fair value loss on derivative component

of convertible bonds - - - - - - - - - (55)
Share of profits/(losses) of joint ventures 80 69 32 2 (12) 9) (9) (10) (10) (3)
Profit before taxation 14,841 13,332 10,951 10,883 8,610 6,799 9,278 6,038 5,246 4,845
Taxation (2,343)  (1,845)  (1,561)  (1,592)  (1,255)  (1,058)  (1,347) (900) (700) (761)
Profit for the year 12,498 11,487 9,390 9,291 7,355 5,741 7,931 5,138 4,546 4,084
Loss attributable to non-controlling interests 37 18 1 21 49 28 25 27 6 -
Profit attributable to shareholders 12,535 11,505 9,391 9,312 7,404 5,769 7,956 5,165 4,552 4,084
Dividend per share ($) 8.87 8.17 6.71 6.71 5.40 4.25 5.95 3.98 3.54 3.31
Basic earnings per share %) 9.91 9.1 7.49 7.50 6.03 4.76 6.70 4.44 3.95 3.75
Consolidated Statement of Financial Position
($m)
Non-current assets 24,235 23413 23,856 20,165 19,586 19,508 19,622 19,672 20,797 20,260
Current assets 375,069 375,693 255,195 235783 298,018 227,810 218,571 232,188 65,146 60,577
Current liabilities (345,964) (346,334) (230,937) (213,581) (278,566) (210,688) (203,976) (222,564) (57,538) (55,337)
Net current assets 29,105 29,359 24258 22,202 19,452 17,122 14,595 9,624 7,608 5,240
Total assets less current liabilities 53,340 52,772 48114 427367 39,038 36,630 34,217 29,296 28,405 25,500
Non-current liabilities (3,430)  (3,536) (3,613) (1.464) (1,663)  (4,246)  (4,255)  (7,937)  (7,887)  (7,736)
Total equity 49,910 49236 44,501 40,903 37,375 32,384 29,962 21,359 20,518 17,764
Non-controlling interests (284) (318) (328) (174) (102) (118) (146) (86) (113) -
Equity attributable to HKEX’s shareholders 49,626 48918 44,173 40,729 37,273 32,266 29,816 21,273 20,405 17,764
Equity per share ' () 39.22 38.64 35.12 32.65 30.14 26.42 24.74 18.26 17.59 15.48
Financial Ratios
Dividend payout ratio 90% 90% 90% 90% 90% 90% 90% 90% 90% 90%
Cost to income ratio 2 22% 23% 25% 26% 27% 31% 24% 30% 32% 27%
Pre-tax profit margin 2 71% 70% 67% 69% 66% 61% 70% 62% 60% 67%
Return on equity * 25% 24% 21% 23% 20% 18% 27% 24% 22% 23%
Current ratio 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.0 1.1 1.1
Notes:

1 Based on number of shares issued and fully paid less number of shares held for the Share Award Scheme at 31 December
2 Forthe purpose of computing cost (i.e., operating expenses) to income ratio and pre-tax profit margin, income includes revenue and other income less

transaction-related expenses and share of profits/losses of joint ventures.

3 Based on equity attributable to HKEX’s shareholders at year-end
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Corporate Governance

The Board is committed to high standards of
corporate governance and recognises that good
governance is vital for the long-term success and
sustainability of HKEX businesses.

HKEX’s key corporate governance practices and
activities during the year ended 31 December 2021
are highlighted in this report and the Committee
Reports, as well as in the 2021 CSR Report which will
be published on the HKEX Group website together
with this Annual Report. All the Committee Reports
form part of this report.

More details about HKEX'’s corporate governance
structure, principles and practices are available on
the HKEX Group website CG .

Governance Highlights

Board structure

Report

Committee Reports

Nomination and Governance Committee Report:
pages 93 to 96

Audit Committee Report: pages 97 to 99

Risk Committee Report: pages 100 to 104
Remuneration Committee Report: pages 105 to 111
CSR Committee Report: pages 112 and 113

HKEX Group website (www.hkexgroup.com)

About HKEX (Our Structure) section OS
Investor Relations section IR

Corporate Governance section CG
Corporate Social Responsibility section CSR

Board and governance process

« 12 of the 13 Directors are independent

* Members of all governance related committees* are INEDs
¢ 4 of the 13 Directors are female

¢ Set a goal to achieve gender parity on the Board

« Diverse range of expertise and experience

« Periodic Board refreshment

o Establishment of the Listing Operation Governance
Committee to enhance oversight of the operation and
management of the Listing Division

¢ Establishment of the Mainland China Advisory Group to
advise the Board on the development of China’s financial
markets and economy

¢ International Advisory Council provides the Board with
expert insight and perspective from around the world

¢ 48 Board and committee meetings in total in 2021

« Completion of an internally-led Board evaluation

¢ Annual review of succession plans

« Annual review of compensation policies

¢ Robust risk management and internal controls framework
« Embedded compliance culture

¢ Proactive and ongoing stakeholder engagement

*  Refer to the Audit Committee, the Nomination and Governance Committee, the Remuneration Committee, and the Risk Committee

Compliance with Corporate Governance Code

Throughout 2021, HKEX complied with all code provisions and, where appropriate, adopted the recommended
best practices set out in the Corporate Governance Code in force during the year, with the following exceptions:

Code Provision A.4.1 (Re-election of non-executive directors)

The Government Appointed Directors, all being Non-executive Directors, are not subject to election or re-election by

Shareholders as their appointments are governed by the SFO.

Code Provision A.4.2 (Retirement by rotation of directors)

The Chief Executive Officer in his capacity as a Director is not subject to retirement by rotation, as his term on the Board is
coterminous with his employment as the Chief Executive Officer with HKEX under HKEX’s Articles.

HKEX has applied the principles of the Corporate Governance Code to its corporate governance structure and
practices as described in this report and on the HKEX Group website CG / IR / OS . A checklist detailing
HKEX’s compliance with the Corporate Governance Code in force during 2021 is available on the HKEX Group
website CG .The Board has delegated its corporate governance functions to the Nomination and Governance
Committee. A summary of the work of the Committee in 2021/2022 is set out in the Nomination and

Governance Committee Report.
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HKEX’s Culture

HKEX is committed to developing a positive and progressive culture that is built on its Purpose, Vision, and
Values; one that allows employees across the Group to thrive, meet their full potential, and that enables the
Company to deliver long-term sustainable performance and fulfil its role as a responsible corporate citizen.

Throughout 2021, HKEX continued to strengthen its cultural framework by focusing on four specific areas:
client centricity, operational excellence, people first, and positivity, through various initiatives set out in the
Business Review and the Governance sections of this Annual Report and the 2021 CSR Report.

More information about HKEX'’s Purpose, Vision, and Values is available on the HKEX Group website (About
HKEX section).

HKEX(s Vision =Sl HKEX’s Val

e S | -
I il
To be the Marketplac Integrity

of the Fuf_ure. ! Diversity

HKEX’s Purpose

To promote and progress
our financial markets
and the communities
they support for the

Excellence
Collaboration

prosperity of all.

Engagement

Strategic Planning

HKEX has a rigorous and ongoing strategic planning process to identify and assess the opportunities and
challenges that the Group might face and to develop a planned course of action for the Group to generate
sustainable long-term value for Shareholders. Details of HKEX’s strategic priorities for fulfilling its Purpose and
Vision are available in the Chief Executive Officer’s Review section of this Annual report and on the HKEX
Group website (About HKEX section).

In addition to the mid-year strategy review in March 2021, the Board held a strategy meeting in September
2021 to review HKEX’s strategic achievements, and discuss and explore potential strategic moves.

The accomplishments achieved during the year are reported in the Chief Executive Officer’s Review and
Business Review sections of this Annual Report.
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The Board
Board Composition

The Board’s structure is governed by HKEX’s Articles and the SFO. The Board has an appropriate mix of skills,
experience, and diversity that are relevant to HKEX’s strategy, governance, and business, and underpin its
effectiveness and efficiency. Its approach to achieving diversity is set out in the Board Diversity Policy, which is
available on the HKEX Group website CG .

Independent Non-executive Directors Executive Director
6 Elected _|_ Government Chief
Directors Appointed Directors Executive Officer
Gender Female Male
4 Directors 9 Directors
Ethnicity Chinese Non-Chinese
9 Directors 4 Directors
Age Group 51-55 61-65
4 Directors 2 Directors 2 Directors 5 Directors
Directorship
with HKEX o i 59 g
(Number of Years) 6 Directors 2 Directors 4 Directors 1 Director
Other Public 0 1 5 4
Company
Directorship(s) 5 Directors 3 Directors 2 Directors 3 Directors

(Number of Companies)
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Directors’ Skills and Experience

Executive leadership & Accounting Legal
strategy/Directorship professionals/ professionals/
or senior executive Capital Mainland financial regulatory &
experience with other market  International China management compliance/
listed company(ies) expertise business exposure expertise risk management  Digital
INEDs
Laura M Cha (Chairman) ° ° ° ° °
Nicholas Allen ° ° ° ° °
Apurv Bagri ° ° ° ° °
CH Cheah ° ° ° °
Anna Cheung ° ° ° ° ° ° °
Susan Chow ° ° ° °
Rafael Gil-Tienda ° ° ° ° °
Benjamin Hung ] ° ° °
Nisa Leung ° ° ° ° °
Hugo Leung ° ° ° ° °
Stephen Yiu ° ° ° ° ° °
Zhang Yichen ° ° ° °
Executive Director
Nicolas Aguzin ° ° ° ° ° ° °
Coverage
(% of entire Board) 100% 77% 100% 92% 38% 69% 31%
The names of the Directors in office during 2021 accepted the nomination by the Nomination and
and up to the date of this report are set out in the Governance Committee and recommended Apurv
Directors’ Report contained in this Annual Report. Bagri to stand for re-election at the 2022 AGM.
The brief biographies of the current Directors,
including their membership at various Board Information about the Board Diversity Policy and
Committees of HKEX, are set out in the Board and the Nomination Policy along with the results of the
Committees section and the Board of Directors and review of the Board composition and independence,
Senior Management section of this Annual Report. and the nomination of Board candidate during
2021/2022 are set out in the Nomination and
Under HKEX’s Articles, the term of office of Non- Governance Committee Report.
executive Directors is not more than three years
(subject to re-appointment or re-election), although Roles and Responsibilities
each Government Appointed Director is normally Good governance emanates from an effective and
appointed for a term of approximately two years. accountable board. At HKEX, the Board directly,
Staggered terms of service enable the Board to have and indirectly through its committees, leads and
a good balance of experienced and new Directors. provides direction to management by laying down
The average tenure of the current Directors as at the strategies and overseeing their implementation by
date of this report is 3.1 years. The service term of management. The Board monitors the Group’s
Laura M Cha, Susan Chow, and Benjamin Hung operating and financial performance, reviews the
(Government Appointed Directors), and Apurv Bagri Group’s compensation policies and succession
(Elected Director) will expire at the conclusion of the planning, and ensures that a positive and progressive
2022 AGM. On 18 February 2022, the Government culture, effective governance and CSR policies, and
re-appointed Laura M Cha, Susan Chow, and sound internal control and risk management systems
Benjamin Hung as members of the Board, each for a are in place. The Board operates under defined terms
term of approximately two years from the conclusion of reference which set out matters specifically
of the 2022 AGM until the conclusion of the AGM to reserved for its decision. The terms of reference are
be held in 2024. On 24 February 2022, the Board available on the HKEX Group website OS .
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For effective oversight and leadership, the Board
regularly reviews reports from the Chief Executive
Officer and senior executives on the progress of the
approved strategies, plans and budgets, and receives
updates/advice from the Board committees, external
market/industry experts and management on the
Group’s governance, business performance, and
development. In light of the increasingly competitive
and complex global environment, the International
Advisory Council has been established to provide the
Board with expert insight and perspective from
around the world. A Mainland China Advisory Group
was established in 2021 to advise the Board on the
development of China’s financial markets and
economy. Further details relating to the Board
committees, the International Advisory Council, the
Mainland China Advisory Group, the Consultative
Panels, and HKEX’s management functions are set
out in the Board Delegation section below.

Board Effectiveness

The Board recognises that conducting regular
evaluation of its performance is essential to good
corporate governance and Board effectiveness.

Given the changes in the Board composition and the
completion of an independent Group risk review
during the year, HKEX conducted an internal
evaluation of the performance of the Board and its
governance committees in 2021, which was led by
the HKEX Chairman with the support of the Group
Company Secretary. As part of the evaluation
process, each Director completed a questionnaire to
assess the performance of the Board, the Audit
Committee, the Nomination and Governance
Committee, the Remuneration Committee, and the
Risk Committee, and also the 2021 Strategy Meeting.
In addition, the HKEX Chairman interviewed other
Directors individually to solicit their views, and her

views were collected by the chairman of the
Remuneration Committee. At the subsidiary level,
each of OTC Clear, the LME, and LME Clear also
conducted an internal evaluation of the performance
of its respective board and board governance
committees in 2021.

The evaluation results indicated that the directors of
HKEX, OTC Clear, the LME, and LME Clear agreed
that the respective boards operate effectively and
perform well in the governance of the respective
companies, and they were satisfied with the
composition and operational effectiveness of the
relevant board committees. The evaluation results
were presented to the HKEX Nomination and
Governance Committee and the HKEX Board in
October and December 2021 respectively.
Recommendations for improvement are being
followed up.

Chairman and Chief Executive Officer

Following Charles Li’s retirement as the Chief
Executive of HKEX on 31 December 2020, Calvin Tai
served as the Interim Chief Executive of HKEX from
1 January to 23 May 2021.

In February 2021, Nicolas Aguzin was appointed as
the Chief Executive of HKEX (“Chief Executive
Officer”) effective 24 May 2021 for a term of three
years until 23 May 2024, and the SFC approved his
appointment pursuant to Section 70 of the SFO in
March 2021.

At HKEX, the roles of the Chairman and the Chief
Executive Officer are complementary, but
importantly, they are distinct and separate with a
clear and well established division of responsibilities.
Details of their respective roles and responsibilities
are available on the HKEX Group website CG .

Key Responsibilities of Chairman and Chief Executive Officer

Laura M Cha
Chairman (INED) |

Nicolas Aguzin
Chief Executive Officer

¢ Provides leadership to the

« Monitors Board effectiveness

¢ Fosters constructive
relationships among Directors

¢ Promote integrity
Board and probity
e Ensure effective

stakeholder
communication

‘ (ex-officio Director)

¢ Develops strategies for the
Board’s approval

» Executes strategies agreed
by the Board

¢ Leads day-to-day
‘ management of the Group

The Chairman, the Chief Executive Officer and other Directors do not have any financial, business, family or

other material/relevant relationships with each other.
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Induction and Development

Upon appointment to the Board, Directors are
provided with comprehensive induction training to
ensure that they have a thorough understanding of
the Group’s operations and governance policies,

as well as their role and responsibilities. Every new
Board member receives a Director’s Handbook which
contains the Board’s terms of reference, an overview
of Directors’ responsibilities, the Guidelines on
Conduct, and information on other key governance
matters. The Director’s Handbook and more
information about induction training for new
Directors are available on the HKEX Group

website CG .

Ongoing training helps Directors keep abreast of
current trends and issues facing the Group, while
enabling them to update and refresh the skills and
knowledge necessary for the performance of their
duties. Directors are invited to attend the Board

2021 Directors’ Training by Topic

knowledge sessions, the Board strategy meetings,
and the International Advisory Council meetings held
during the year, at which external industry experts,
Council members, or senior executives of HKEX are
engaged on various topics of interest, in particular on
global strategies, market best practices, and the
latest market trends and developments.

All Directors are required to provide HKEX with their
training records, and to confirm their respective
records on a semi-annual basis. The records are
maintained by the Group Company Secretary for
annual review by the Nomination and Governance
Committee. During 2021, the Directors received an
aggregate of about 740 hours of training by
attending or participating in Board knowledge
sessions, management briefings, and events such as
conferences, seminars, and workshops on directors’
duties and other topics relevant to HKEX’s strategy
and business.

Average hours of training: 54 '

HKEX’s Economy/ Director’s Financial Legislative/
strategy/ financial markets duties/ reporting/risk regulatory
business & products ESG practices management compliance Digital

INEDs

Laura M Cha (Chairman) ° ° ° ° ° °
Nicholas Allen 2 ° ° ° ° ° °
Apurv Bagri ° ° ° ° ° °
TCChan' ° ° °
C H Cheah ° ° ° ° ° °
Anna Cheung ? ° ° ° ° ° °
Susan Chow ° ° ° ° ° °
Anita Fung’ ° ° °
Rafael Gil-Tienda ° ° ° ° ° °
Fred Hu' ° ° °
Benjamin Hung ° ° ° ° ° o
Nisa Leung ? ° ° ° ° ° °
Hugo Leung ° ° ° ° ° °
John Williamson ' ° ° °
Stephen Yiu ° ° ° ° ° °
Zhang Yichen ? ° ° ° ° ° °
Executive Director

Nicolas Aguzin 3 ° ° ° ° ° °
Calvin Tai ' ° ° ° ° ° °

1 Excludes the training hours received by Mr Chan, Ms Fung, Dr Hu and Mr Williamson, who retired from the Board after the conclusion of the 2021 AGM,

and by Mr Tai who served as the Interim Chief Executive of HKEX and an ex-officio member of the Board from 1 January to 23 May 2021.
2 MrAllen, Ms Cheung, Ms Leung and Mr Zhang were appointed as Directors effective 28 April 2021.
3 MrAguzin was appointed as the Chief Executive Officer and an ex-officio member of the Board effective 24 May 2021.
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Board Process

In addition to the mid-year strategy review in March 2021 and the strategy meeting in September 2021, the
Board held nine meetings in 2021 to discuss matters relating to the Group’s strategies, business operations,
performance, governance, risk management, regulatory compliance, CSR, and human capital. The Chairman
also had regular gatherings with other Directors, occasionally without the presence of the Chief Executive

Officer, to consider issues in an informal setting.

Attendance Record of Directors and Committee Members in 2021’

Listing? ~ Nomination Panel Risk
Board Operation and Member Management
Audit Executive CSR Investment  Governance Governance  Selection Remuneration  Risk Committee
2021AGM Board Committee  Committee  Committee Committee Committee ~Committee Committee ~Committee ~ Committee  (statutory)

Number of Meetings 1 9 4 5 4 4 2 5 1 5 5 4
INEDs
LauraM Cha (Chairman)  1/1 9/9 5/5 4/4 5/5 5/5 5/5 4/4
Nicholas Allen ® 5/5 2/2 3/3
Apurv Bagri 11 9/9 5/5 3/3
TCChan® 1/1 4/4 2/2 3/3 - 2/2
CH Cheah 1/1 9/9 5/5 4/4 5/5 11 5/5
Anna Cheung © 5/5 2/2 3/3 2/2
Susan Chow’ 1/1 9/9 2/2 2/2 5/5 5/5 4/4
Anita Fung ® 1/1 4/4 2/2 2/2 -
Rafael Gil-Tienda & 1/1 9/9 5/5 - 5/5
Fred Hu 1/1 4/4 22 22 2/2
Benjamin Hung 1/1 9/9 4/4 5/5
Nisa Leung ° 5/5 1/2 11 3/3
Hugo Leung 1/1 9/9 4/4 5/5 4/4 2/2 11 5/5 3/3
John Williamson ® 1/1 4/4 2/2 2/2 2/2 2/2 2/2 1/1
Stephen Yiu ' 1/1 9/9 4/4 2/2 2/2 11 5/5
Zhang Yichen ? 5/5 2/2 2/2 1/1
Executive Director
Nicolas Aguzin ™ 5/5 3/3 2/2
Calvin Tai ™ 1/1 4/4 2/2 2/2
Market Professionals
Peter Brien 1 2/2
ClaraChan 4/4
Daisy Cheung ' 2/4
Miranda Kwok " 2/2
Lawrence Lam ™ 2/2
Rico Leung 4/4
Keith Pogson ' 2/2
Barbara Shiu ' 2/2
SunYu" 2/2
Attendance Rate 100% 100% 95% 100% 100% 100% 100% 100% 100% 100% 100%  94% "

1 During 2021, certain members of the Board also performed a regulatory role by serving as members of the Listing Nominating Committee and the Listing
Policy Panel, and attending as the chairman, the deputy chairman, or a member of the hearings held by the Listing Appeals Committee of the Exchange.

u b~ W N
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Committee took place between | January and 28 April 2021.
9  Ms Leung was appointed as a Director and a member of the Audit Committee, the Panel Member Selection Committee, and the Risk Committee on

28 April 2021.
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The Listing Operation Governance Committee was established on 16 June 2021.
Mr Allen was appointed as a Director and a member of the Audit Committee and the Risk Committee on 28 April 2021.
Mr Bagri was appointed as a member of the Remuneration Committee on 28 April 2021.
Mr Chan, Ms Fung, Dr Hu and Mr Williamson retired from the Board and the committees on 28 April 2021. Following his retirement as a Director,

Mr Williamson was appointed as Senior Advisor to the Board from 29 April 2021 to 28 April 2022.

Ms Cheung was appointed as a Director and a member of the Audit Committee, the Board Executive Committee and the CSR Committee on 28 April 2021.
Mrs Chow was redesignated from member to chairman of the Risk Committee on 28 April 2021. She was also appointed as the chairman of the Listing
Operation Governance Committee on 16 June 2021, and a member of the CSR Committee on 28 April 2021.

8 MrGil-Tienda ceased to be a member of the Panel Member Selection Committee on 28 April 2021. No meeting of the Panel Member Selection



10 Mr Leung was redesignated from member to chairman of the Panel Member Selection Committee and appointed as a member of the Risk Management
Committee (statutory) on 28 April 2021. He was also appointed as a member of the Listing Operation Governance Committee on 16 June 2021.

11 Mr Yiu was appointed as a member of the Panel Member Selection Committee on 28 April 2021 and ceased to be a member of the CSR Committee on
the same date. He was also appointed as a member of the Listing Operation Governance Committee on 16 June 2021.

12 Mr Zhang was appointed as a Director and a member of the CSR Committee, the Investment Committee, and the Panel Member Selection Committee on
28 April 2021.

13 Mr Aguzin was appointed as a Director and a member of the Board Executive Committee and the CSR Committee with effect from 24 May 2021.

14 Mr Tai served as a Director and a member of the Board Executive Committee and the CSR Committee from 1 January to 23 May 2021.

15 Mr Brien and Mr Pogson were appointed to the Listing Operation Governance Committee by virtue of their position as the Chairman and Deputy
Chairman of the Listing Committee, respectively.

16 Mr David Grimme was appointed to the Risk Management Committee (statutory) on 1 January 2022 to replace Ms Cheung.

17 Ms Kwok and Mr Sun were appointed to the Risk Management Committee (statutory) on 1 July 2021.

18 Mr Lam and Ms Shiu ceased to be members of the Risk Management Committee (statutory) on 1 July 2021.

19 The attendance rate calculation took into account the attendance by the alternate member of the committee.

To facilitate effective oversight and decision making by the Board, HKEX has established a Group Escalation and Incident
Reporting Policy to set out guidelines on handling critical concerns relating to the Group’s operations and performance.
A Continuous Disclosure and Communication Policy is in place to ensure timely reporting of inside information to the
Board and communication with the Group’s stakeholders, which together with other key features of the Board process are
available on the HKEX Group website CG .

Group Company Secretary

All Directors have access to the advice and services of the Group Company Secretary. The Group Company Secretary
reports to the Chairman on Board governance matters, and is responsible for ensuring that Board procedures are followed
and for facilitating information flows and communications among Directors, as well as with Shareholders and
management.

The Group Company Secretary’s biography is set out in the Board of Directors and Senior Management section of this
Annual Report. During 2021, the Group Company Secretary attended over 15 hours of professional training.

Board Delegation
Committees

HKEX Board
Audit Board Executive CSR Investment Listing Operation’
Committee Committee Committee Committee Governance Committee
________ S
1
1
1
Nomination and Panel Member Remuneration Risk Risk Management 2
Governance Committee Selection Committee Committee Committee Committee (statutory)

1 Established on 16 June 2021 to assist the Board in overseeing the operation and management of the Listing Division
2 Astatutory committee established under Section 65 of the SFO

The Board has delegated authority to various committees to deal with specific matters under defined terms of
reference.

The composition and terms of reference of the Board committees are reviewed annually to ensure that they
remain appropriate and in line with the Group’s business and changes in governance practices. The list of
members of the Board committees as at the date of this report is set out in the Board and Committees section of
this Annual Report. The attendance record of members of the Board committees in 2021 is set out in “Board
Process” above. More information about the Board committees is available on the HKEX Group website CG / OS .
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International Advisory Council

HKEX has established an International Advisory
Council to provide the Board with insight and
expertise from around the world, on business,
economics, technology, and finance, drawing on the
extensive skills and experience of its members.
With the addition of Weijian Shan as a new member
in July 2021, the Council comprises seven members,
and is chaired by HKEX Chairman. Four Council
meetings were held in 2021.

The terms of reference of the Council are available
on the HKEX Group website OS .

Members of International Advisory Council

e Laura M CHA (Chairman)
e Stuart GULLIVER

e Mary SCHAPIRO

e Weijian SHAN

e Neil SHEN

¢ Joseph TSAI

¢ Marcus WALLENBERG

Mainland China Advisory Group

In 2021, HKEX established the Mainland China
Advisory Group (“Advisory Group”) to advise the
Board on the development of China’s financial
markets and economy. The Advisory Group is chaired
by HKEX Chairman, and also includes HKEX Chief
Executive Officer, as well as a Director and three
other senior industry experts with deep China market
knowledge and experience. Two Advisory Group
meetings were held in 2021.

The terms of reference of the Advisory Group are
available on the HKEX Group website OS .

Members of Mainland China Advisory Group

e Laura M CHA (Chairman)
» Nicolas AGUZIN

e Fred HU

*« MA Weihua

« ZHANG Lei

* ZHANG Yichen
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Consultative Panels

HKEX has three Consultative Panels which provide
market expertise and advice to the Board in relation
to the trading and clearing in Hong Kong'’s securities
and derivatives markets. The composition and terms
of reference of the Consultative Panels are available
on the HKEX Group website OS .

Number of Panel Meetings Held in 2021

¢ Cash Market Consultative Panel 2
¢ Derivatives Market Consultative Panel

¢ Clearing Consultative Panel 2

Management

Senior executives, under the leadership of the Chief
Executive Officer, are responsible for the day-to-day
management of the Group’s businesses and
implementation of the strategies approved by the
Board. The Management Committee, a management
decision-making body chaired by the Chief Executive
Officer with defined authority delegated by the
Board, aims to meet at least twice a month. Its
membership as at the date of this reportis set out in
the Management Committee section of this Annual
Report, and its duties are available on the HKEX
Group website OS . Members of the Senior
Management as at the date of this report and their
biographies are set out in the Board of Directors and
Senior Management section of this Annual Report.

During 2021, several senior executive changes were
made to support the Group’s latest strategic focus
and replace retired or outgoing executives. Details
are set out in the Media Centre (News Release)
section of the HKEX Group website. HKEX’s updated
organisation structure is available on the HKEX
Group website OS .

The Board recognises the importance of continuity in
senior executives and identifying leaders with
appropriate skills and experience to support delivery
of the Group’s strategic initiatives. Succession
planning for senior executives is considered by the
Nomination and Governance Committee and the
Board annually. A mentoring programme pairing
selected senior executives with experienced
Directors is also in place to enhance succession
planning and strengthen link between senior
executives and the Board.



Given the competitive business environment in which
the Group operates, HKEX arranges professional
development programmes for its senior executives
to support its long-term growth and success. During
2021, the Senior Management (excluding HKEX
Chief Executive Officer) received an aggregate of
about 210 hours of training by attending or
participating in conferences, seminars, and
workshops on various topics, including HKEX’s
strategy and business, development of the financial
markets, regulatory compliance, ESG practices, risk
management, digital technology, and leadership and
management skills. Other employees of the Group
also attended continuous professional development
or other training courses through the year. Details
are set out in the 2021 CSR Report.

Subsidiary Governance

HKEX is committed to fostering good governance
and a strong compliance culture at all levels of the
organisation. To ensure an integrated, Group-wide
approach towards upholding high governance
standards, HKEX regularly reviews and enhances
the governance structures and processes of its
subsidiaries.

For effective oversight of its subsidiaries, HKEX
promotes governance linkages within the Group
through common memberships between the Board
and the subsidiaries’ boards/committees and
appointment of HKEX’s senior executives to the
subsidiaries’ boards. A list of HKEX subsidiaries’
directors is set out in the Directors’ Report contained
in this Annual Report. Details about the governance
structures of the Group’s major subsidiaries
(including composition and terms of reference of
their boards and committees) are available on the
HKEX Group website OS .Induction training and
materials have been provided to subsidiaries’
non-executive directors to facilitate their
understanding of the Group’s business and their
duties and obligations as a director.

HKEX has implemented a number of Group-wide
governance policies, which are subject to regular
review, to support its commitment to high standards
of business, professional, and ethical conduct, and to
ensure best practices across the organisation. In
2021, the Group organised a series of training
initiatives, including a Know Your Regulator Series,
and e-training for new and existing employees, to
reinforce a strong culture of compliance and risk
management.

Key governance policies for employees

e Code of Conduct

» Continuous Disclosure and Communication Policy
e Group Anti-Bribery and Anti-Corruption Policy

» Group Anti-Fraud Policy

» Group Compliance Policy

» Group Personal Account Dealing Policy

» Group Prevention of Financial Crime Policy

» Group Whistleblowing Policy

Information about the Group’s governance policies
and practices is available on the HKEX Group website
CG / CSR .

Conflict Management

As a recognised exchange controller, HKEX shall act
in the interest of the public with particular regard to
the interest of the investing public, and ensure that
the interest of the public prevails where it conflicts
with HKEX’s interest. Given its role of being the
exchange controller and a listed company, HKEX has
implemented a number of measures to ensure a level
playing field with other listed issuers. These include
the entering into of an MOU between the SFC and
the Stock Exchange, the separation of the regulatory
function, and the establishment of a Conflict
Committee. More information about HKEX’s public
and corporate responsibilities and its conflict
management measures is available on the HKEX
Group website CG .

The HKEX’s Guidelines on Conduct as set out in the
Director’s Handbook serve to provide guidance to
Directors and committee members of the Group
on avoiding conflicts of interest and on the
circumstances under which appropriate action(s)
shall be taken by the director in conflict. The
Guidelines set out the policy governing the
acceptance by the Group’s directors of external
appointments in listed and unlisted companies,
which contain specific safeguards that shall be
undertaken by HKEX and each director to avoid
potential conflicts of interest. The Director’s
Handbook is available on the HKEX Group
website CG .
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Remuneration of Directors and Senior Management

HKEX has formal and transparent procedures for fixing the remuneration packages of individual Directors and
senior executives. Information about HKEX’s remuneration policies and the Remuneration Committee,

including its work in 2021/2022, is set out in the Remuneration Committee Report.

Directors’ Securities Transactions and Interests in HKEX
Compliance with Model Code

HKEX has adopted the Model Code as its own code of conduct regarding Directors’ securities transactions.
In response to a specific enquiry by the Company, all Directors confirmed that they complied with the Model

Code at all applicable times during 2021.

Directors’ Interests and Short Positions in Shares and Underlying Shares of HKEX

The interests and short positions of Directors, including the Chief Executive Officer, in the shares and
underlying shares of HKEX (within the meaning of Part XV of the SFO) as at 31 December 2021 as recorded in
the register required to be kept under Section 352 of the SFO, or as otherwise notified to HKEX and the SFC

under the Model Code, are set out below.

Long Positions in Shares and Underlying Shares of HKEX

Number of shares/underlying shares held

Personal Family  Corporate Other % of HKEX
Name of Director interests interests interests interests Total shares in issue
Nicolas Aguzin 213,6922 - - - 213,692 0.02
Anna Cheung 300 - - - 300 0.00
Stephen Yiu - 2,000°3 - - 2,000 0.00

1 Based on 1,267,836,895 HKEX shares in issue as at 31 December 2021

2 Represents Mr Aguzin’s interest in Awarded Shares and shares acquired out of the dividends from the Awarded Shares, which remained
unvested under the Share Award Scheme as at 31 December 2021. Details of Mr Aguzin’s interest in Awarded Shares are set out in the

Remuneration Committee Report.
3 MrYiu’s spouse was the beneficial owner of those shares.

Save as disclosed above, none of the Directors had any interests or short positions in the shares, underlying
shares or debentures of HKEX or any of its associated corporations (within the meaning of Part XV of the SFO)
as at 31 December 2021 as recorded in the register required to be kept under Section 352 of the SFO, or as

otherwise notified to HKEX and the SFC under the Model Code.

Apart from the Awarded Shares as disclosed in the Remuneration Committee Report and notes 15 and 43 to
the Consolidated Financial Statements, during 2021, none of the Directors (including their spouses and children
under the age of 18) had any interests in or was granted any right to subscribe for the securities of HKEX or its
associated corporations (within the meaning of Part XV of the SFO), or had exercised any such rights.
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Other Persons’ Interests and Short Positions in Shares and Underlying Shares
of HKEX

Minority Controllers

As at the date of this report, other than the Government which has been a Minority Controller since

7 September 2007, 12 entities have been approved by the SFC as Minority Controllers. According to the
Participant Shareholding Report as at 31 December 2021, these Minority Controllers in aggregate held
approximately 77 per cent of HKEX shares in issue. More information about Minority Controllers is set out
on the HKEX Group website CG .

Other persons’ interests and short positions in the shares and underlying shares of HKEX (within the meaning

of Part XV of the SFO) as at 31 December 2021 as recorded in the register required to be kept under Section
336 of the SFO are set out below.

Long Positions in Shares and Underlying Shares of HKEX

Number of shares/ % of HKEX'
Name Capacity underlying shares held Total shares in issue
JPMorgan Chase & Co. (JPMC) Interest of corporation 4,440,679
controlled by JPMC
Investment manager 36,765,176
Person having a security 282,220 82,086,975°2 6.47
interest in shares
Trustee 39,848
Approved lending agent 40,559,052
HKSAR Government Beneficial owner 74,840,961°3 74,840,961 5.90
(for the account of the
Exchange Fund)
Short Positions in Shares and Underlying Shares of HKEX
Number of shares/ % of HKEX'
Name Capacity underlying shares held Total shares in issue
JPMC Interest of corporation 7,661,923 7,661,923+ 0.60

controlled by JPMC

1 Based on 1,267,836,895 HKEX shares in issue as at 31 December 2021

2 Itincluded an aggregate interest in 3,247,931 underlying shares through JPMC’s holding of certain listed derivatives (physically settled:

935,200 shares; cash settled: 98,800 shares; convertible instruments: 230,061 shares) and unlisted derivatives (physically settled: 326,996

shares; cash settled: 1,656,874 shares).

Based on Hong Kong Monetary Authority’s notification to HKEX on 4 June 2018

4 Itincluded an aggregate interest in 7,611,658 underlying shares through JPMC’s holding of certain listed derivatives (physically settled:
1,017,800 shares; cash settled: 1,671,290 shares) and unlisted derivatives (physically settled: 2,614,237 shares; cash settled: 2,308,331
shares).

w

Save as disclosed above, no other persons had any interests or short positions in the shares or underlying
shares of HKEX as at 31 December 2021 as recorded in the register required to be kept under Section 336 of
the SFO, or as otherwise notified to HKEX and the Stock Exchange.

Corporate Governance Report

87



88

Senior Management

All employees of the Group are obliged to follow the Company’s restrictions on dealing in securities, futures
contracts, and other derivatives, which are on terms no less stringent than the Model Code, as set out in the
Group Personal Account Dealing Policy. Senior Management’s interests in the shares and underlying shares of
HKEX as at 31 December 2021 are set out below.

Number of shares that 2 Derivatives

remained unvested under (number of

Senior Management ' Number of shares held the Share Award Scheme underlying shares)
Bonnie Y Chan 4,988 11,739 -
Vanessa Lau 35,842 12,506 -
Calvin Tai 116,945 30,135 -
Richard Wise - 29,440 -

1 HKEX Chief Executive Officer’s interest in the shares and underlying shares of HKEX as at 31 December 2021 is set out in the “Directors’
Securities Transactions and Interests in HKEX” above.
2 Details of the Senior Management’s interests in the Awarded Shares are set out in the Remuneration Committee Report.

Continuing Connected Transactions

In June 2000, the SFC granted a waiver to HKEX from strict compliance with the Main Board Listing Rules with
respect to certain continuing connected transactions as referred to in (A), (B) and (C) below. The waiver has
remained valid since then. The following table sets out the types of the continuing connected transactions
subject to the waiver, and details of any of these continuing connected transactions entered into by the Group
during 2021.

A. Transactions between HKEX or its subsidiaries and HKEX’s connected person(s) arising from or in
connection with the use of the facilities provided by the Group for the trading, clearing and/or
settlement of securities and futures products, and transactions, and all services offered by the Group
which are ancillary, incidental or otherwise related to the foregoing:

e The Group did not enter into any of the above transactions with HKEX’s connected persons
during 2021.

B. Transactions between HKEX or its subsidiaries and HKEX’s connected person(s) arising from or in
connection with the listing of securities on the Stock Exchange, and all services offered by the Group
which are ancillary, incidental or otherwise related to the foregoing:

¢ Laura M Cha, the Chairman, was interested in the transactions entered into by HKR International
Limited and Hanison Construction Holdings Limited, which are listed on the Stock Exchange and
are Mrs Cha’s associates by virtue of the Main Board Listing Rules.

C. Transactions between HKEX or its subsidiaries and HKEX’s connected person(s) arising from or in
connection with the HKSCC arrangement on behalf of CCASS Participants for: (i) carrying out
“buy-in” when a CCASS Participant has failed to deliver securities on time for settlement under the
CNS System or the Isolated Trades System operated by CCASS; (ii) the purchase or sale of securities
in connection with the liquidation of the positions of a CCASS Participant that has been declared by
HKSCC to be in default; and (iii) the sale of entitlements of securities held through CCASS
(collectively referred to as Buy-in Transactions):

¢ The Group did not enter into any Buy-in Transactions with HKEX’s connected persons during 2021.
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The Board has delegated authority to the Audit Committee to review the above continuing connected
transactions pursuant to Rule 14A.55 of the Main Board Listing Rules. The results of the Audit Committee’s

review are set out in the Audit Committee Report.

The Company’s external auditor was engaged to report on the above continuing connected transactions of the
Group in accordance with Hong Kong Standard on Assurance Engagements 3000 (Revised) “Assurance
Engagements Other Than Audits or Reviews of Historical Financial Information”, and with reference to Practice
Note 740 (Revised) “Auditor’s Letter on Continuing Connected Transactions under the Hong Kong Listing
Rules” issued by the HKICPA. The external auditor has issued an unqualified report containing its findings and
conclusions in respect of the transactions disclosed above in accordance with Rule 14A.56 of the Main Board
Listing Rules. The Company has provided a copy of the report to the SFC and the Stock Exchange.

Related Party Transactions

During 2021, the Group entered into certain transactions with “related parties” as defined under the applicable
accounting standards. Related party transactions are disclosed in note 50 to the Consolidated Financial
Statements. They include the following connected transactions under the Main Board Listing Rules.

Related party transactions which
constitute connected transactions

Compliance with Main Board Listing Rules

Payment of membership fee by an associate of a Director to
the LME as covered in note 50(a) to the Consolidated
Financial Statements

This was a connected transaction exempt from the
connected transaction requirements under Rule 14A.76(1)
of the Main Board Listing Rules.

Compensation to the Chief Executive Officer and the
directors of HKEX’s subsidiaries and remuneration to
HKEX’s Non-executive Directors, which formed part of the
“Key management personnel compensation” described in
note 50(b) to the Consolidated Financial Statements

These were continuing connected transactions exempt
from the connected transaction requirements under Rule
14A.76(1) or 14A.95 of the Main Board Listing Rules.

Accountability and Audit
Financial Reporting

The Board, which is responsible for overseeing the
preparation of annual financial statements, receives
monthly management accounts and updates on the
Group’s performance, financial position, and
prospects. HKEX publishes its annual, interim, and
quarterly results within three months, two months,
and 45 days respectively after the relevant period
ends. In preparing the financial statements for the
year ended 31 December 2021, the Board adopted
appropriate accounting policies consistently, made
prudent and reasonable judgements and estimates,
and ensured that the financial statements were
prepared on a going concern basis and show a true
and fair view of the consolidated financial position of
the Group as at 31 December 2021 and of the
Group’s consolidated financial performance and cash
flows for the year then ended.

Risk Management and Internal Control

The Board has the overall responsibility for
evaluating and determining the nature and extent of
the risks (including ESG-related risks) it is willing to
take in achieving the Group’s strategic objectives,
maintaining sound and effective risk management
and internal control systems (including those for

ESG-related risks) and reviewing their effectiveness
to safeguard Shareholders’ investment and the
Group’s assets. To this end, management continues
to allocate resources for internal control and risk
management systems based on the Committee of
Sponsoring Organizations of the Treadway
Commission (COSO) Internal Control - Integrated
Framework 2013 and International Organisation for
Standardisation (ISO) 31000 Risk Management -
Principles and Guidelines to provide reasonable,
though not absolute, assurance against material
misstatement or loss and to manage rather than
eliminate the risk of failure to achieve business
objectives. Details of the Group’s risk governance
structure and the Group Risk Management
Framework are set out in the Risk Committee Report.
Details of the Group’s key control procedures and
internal audit functions are available on the HKEX
Group website CG .

The Board reviews the adequacy and effectiveness of
the Group’s risk management and internal control
systems at least quarterly, through the Risk
Committee and the Audit Committee. Information
about the Risk Committee and the Audit Committee,
including their work in 2021/2022, is set out in their
respective reports contained in this Annual Report.
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Independence of External Auditor

HKEX has engaged PricewaterhouseCoopers as

its external auditor. An analysis of remuneration

for audit and non-audit services provided by
PricewaterhouseCoopers and details of the Audit
Committee’s work in assessing the independence of
PricewaterhouseCoopers and ensuring audit
effectiveness are set out in the Audit Committee
Report.

Information about HKEX’s policies and procedures in
safeguarding and supporting the independence and
objectivity of the external auditor is available on the
HKEX Group website CG .

Shareholder Relations

The Board gives high priority to maintaining
balanced, clear, and transparent communications
with Shareholders and other investors to facilitate
their understanding of the Group’s performance and
prospects, as well as the market environment in
which it operates. HKEX has an ongoing dialogue
with Shareholders and other investors through
various communication channels set out in the
Shareholders Communication Policy and takes any
areas of concern into consideration when
formulating its business strategies. The effectiveness
of HKEX’s engagements with Shareholders is
assessed during the annual evaluation of the Board’s
performance as set out in the “Board Effectiveness”
above.
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Investor Engagement and Communications

HKEX’s investor relations team focuses on effective
communication with and provision of relevant public
information to investors and analysts to support the
appropriate valuation of HKEX equity. Through an
extensive engagement programme, institutional
investors and analysts can interact with the
Chairman, the Chief Executive Officer and other
senior executives for updates on the development of
the Group’s strategic initiatives and operations, as
well as HKEX’s corporate governance policies.
During 2021, around 150 meetings (mainly virtual)
were held with institutional investors and analysts

in Hong Kong, Mainland China, and overseas.

To facilitate effective investor relations, regular
shareholding analyses were conducted under
Section 329 of the SFO to gain a better view of
changes in HKEX’s shareholding structure.

Investor Relations Activities in 2021

* Small group/one-to-one meetings
+ Non-deal roadshows

* Analyst briefings

« Investor conferences

Investor Relations Contact Details

Email: investorrelations@hkex.com.hk
Tel: (852) 2840 3330

Investment community views are communicated
regularly to the Board, including sell-side consensus
rating and target price for HKEX shares and
summaries of questions and feedback from investors
and analysts. During 2021, investors’ major areas of
interest included:

(i) HKEX Strategic Plan 2019-2021 and the new
Chief Executive Officer’s strategic direction;

(i)  Updates on financial performance of the Group;

(i)  ESG related topics, including board diversity,
carbon policy, Chief Executive Officer
succession plan, and HKEX Foundation; and

(iv) Latest developments regarding the Group’s
initiatives, including Stock Connect, product
development, IPO market and listing regime
reform, development of the ETF market,
FICC strategy, market microstructure
enhancements, and data strategy.

To foster investors’ understanding of the Group’s
governance performance, HKEX continues to provide
related information to international and local ESG
rating agencies regularly and upon request.



Shareholder Engagement and Communications

Corporate
communications

HKEX ensures prompt dissemination of corporate communications to enable Shareholders and
other stakeholders to keep abreast of the Group’s business and developments so that they can
make informed decisions.

The HKEX Group website has been adopted as the designated company website for publication
of HKEX’s announcements, notices and other corporate communications. As at 31 December
2021, about 78 per cent of Shareholders had opted to receive corporate communications via
electronic means.

Financial key dates

The financial calendar highlighting important dates for Shareholders in 2022 is set out in the
Shareholder Information section of this Annual Report and is also available on the HKEX Group
website IR .

Dividend
information

HKEX’s dividend policy is set out in the Shareholder Information section of this Annual Report.
Information about HKEX’s dividend record is available on the HKEX Group website IR .

General meetings

One or more Shareholders representing at least 5 per cent of the total voting rights of all
Shareholders having a right to vote at general meetings may request the Board to call a general
meeting. The request must state the general nature of the business to be dealt with, and it may
include the text of a resolution that may properly be moved and is intended to be moved at the
meeting. Such requests must be sent to the Group Company Secretary at HKEX’s registered
office, or by email to ssd@hkex.com.hk.

Under HKEX’s Articles, if a Shareholder wishes to propose a person for election as a Director at a
general meeting, he or she should give written notice of the nomination to the Group Company
Secretary at HKEX’s registered office. Details of the procedures for nominating candidates to
stand for election as a Director at the 2022 AGM are set out in the circular to Shareholders to be
sent together with this Annual Report.

Shareholders may put forward proposals at general meetings by sending written notice of their
proposals to the Group Company Secretary at HKEX’s registered office, or by email to
ssd@hkex.com.hk. Details of the procedures for putting forward proposals by Shareholders are
set out on the HKEX Group website CG .

Policies and
guidelines

The Shareholders Communication Policy ensures that Shareholders and the investment
community are provided with ready, equal, and timely access to information about HKEX
(including its financial performance, strategic goals and plans, material developments,
governance and risk profile), and also allows them to engage actively with HKEX. The policy sets
out various communication channels including, among others, the HKEX Group website,
investor briefings and Shareholders’ meetings, through which Shareholders, both individual and
institutional, may communicate with and provide feedback to HKEX from time to time.

The policy is regularly reviewed to ensure its effectiveness and is posted on the HKEX Group
website CG .

The Shareholders’ Guide with answers to the frequently asked questions of Shareholders with
regard to their interests in HKEX shares is also available on the HKEX Group website CG .

Shareholding
analysis

Based on publicly available information and within the Directors’ knowledge as at the date of this
report, approximately 100 per cent of the HKEX shares were held by the public. HKEX’s market
capitalisation and shareholding distribution as at 31 December 2021 are set out in the
Shareholder Information section of this Annual Report.

Further information about the Group’s stakeholder engagement activities in 2021 is set out in the 2021 CSR

Report.

The Board is grateful to Shareholders and other stakeholders for their continued support and welcomes
their views as well as any questions they may have about the management and governance of the Group.
Shareholders and other stakeholders may at any time send their enquiries and concerns to the Board by
addressing them to the Group Company Secretary and sending them by post to the Secretarial Services
Department, HKEX, 8/F, Two Exchange Square, 8 Connaught Place, Central, Hong Kong, or by email to

ssd@hkex.com.hk.
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2021 Annual General Meeting

HKEX uses the AGM as a forum to establish Shares voted at the 2021 AGM:
constructive dialogue with Shareholders.

Separate resolutions are proposed on each O
substantially separate issue, with all resolutions 49 .1 /C)
considered in a poll conducted by HKEX’s registrar

and verified by an independent scrutineer. Electronic of total issued shares

voting is used at the AGMs to enhance efficiency
and transparency of the vote counting process.

All the Directors in office on the meeting date, including the Chairman and the chairmen of the Audit
Committee and other Board committees, attended the 2021 AGM along with key senior executives and the
external auditor, and answered questions raised by Shareholders at the meeting. In light of the Covid-19
situation, a live webcast of the 2021 AGM was arranged and made available on the HKEX Group website for
viewing by Shareholders who were not able to attend the meeting.

The voting results and the minutes of the 2021 AGM are available on the HKEX Group website IR .

Key Matters Resolved at the 2021 AGM'

» Receipt of the 2020 audited financial statements

 Election of Nicholas Allen, Anna Cheung and Zhang Yichen as Directors

» Re-appointment of PricewaterhouseCoopers as the Company’s auditor

» Granting a general mandate to buy back HKEX shares (not exceeding 10 per cent of the number of shares in issue)

» Granting a general mandate to issue HKEX shares (not exceeding 10 per cent of the number of shares in issue and at a
price not exceeding a discount of 10 per cent)

1 The full text of the resolutions is set out in the Notice of the 2021 AGM.

2022 Annual General Meeting

The 2022 AGM will be held on Wednesday, 27 April 2022 at 4:30 pm at the HKEX Connect Hall on the 1st Floor,
One and Two Exchange Square, Central, Hong Kong. The Notice of the 2022 AGM, which constitutes part of a
circular to Shareholders, will be sent together with this Annual Report. The Notice, the circular which sets out
details of the business to be conducted at the 2022 AGM, and the proxy form will be available on the HKEX
Group website IR . The results of the voting on the proposed resolutions will be published on the HKEX Group
website IR shortly after the 2022 AGM is held.

In light of the uncertain development of the current Covid-19 situation, Shareholders are encouraged to
appoint the chairman of the 2022 AGM as their proxy to vote on the resolutions, instead of attending the
meeting in person. In accordance with prevailing guidelines published by the Government and/or regulatory
authorities, HKEX will implement additional precautionary measures at the 2022 AGM to ensure the safety of
the Shareholders attending the meeting. Details of the measures will be set out in the circular to Shareholders,
and any further updates will be announced as appropriate.

Changes after Closure of Financial Year

This report takes into account the changes that occurred between the end of 2021 and the date of the approval
of this report.

On behalf of the Board
FU Yat Hung, David
Group Company Secretary

Hong Kong, 24 February 2022
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Nomination and Governance Committee Report

The Nomination and Governance Committee

The Nomination and Governance Committee (NGC) is delegated with the authority by the Board to review the
Board’s composition and diversity, formulate and implement the policy for nominating Board candidates for
election by Shareholders, make recommendations to the Board on the appointment of Directors and members
to the Board committees, and assess INED’s independence and commitment. The NGC is also responsible for
succession planning for Directors and senior executives, leadership training and development, and oversight of
matters relating to corporate governance. Its terms of reference are available on the HKEX Group website OS.

The NGC comprises five INEDs whose names and biographies are set out in the Board and Committees section

of this Annual Report. The NGC held five meetings in 2021. Members’ attendance records are disclosed in the
Corporate Governance Report contained in this Annual Report.

Summary of Work in 2021/2022

» Endorsed the appointment of Nicolas Aguzin as the Chief Executive of HKEX

» Reviewed the results of the internally led evaluations of the boards of HKEX, OTC Clear, the LME, and LME Clear and their
respective governance committees

» Reviewed the composition of the Board and its committees

» Nominated Board candidates for election/re-election by Shareholders at AGMs

* Recommended the appointment of Directors to the Board committees and the Consultative Panels

¢ Reviewed the independence of the INEDs

» Reviewed the external appointments of Directors

* Reviewed the time commitment of Directors for performance of their responsibilities

» Reviewed succession planning of the Board and the senior executives

¢ Reviewed the NGC'’s terms of reference

» Reviewed the training and continued professional development of the Directors and Senior Management

¢ Endorsed the annual Corporate Governance Report

Changes in Non-executive Directors followed the Board Diversity Policy, which is available
during 2021 on the HKEX Group website CG. The Policy

highlights the benefits of diversity with respect to
the Board’s effectiveness and decision-making
process, its succession planning and development,
and attainment of HKEX’s strategic objectives, and
sets out the Board’s commitment to gender diversity
and other diversity aspects. During 2021, two new
female Directors (representing 50 per cent of the
new Non-executive Directors) joined the Board,
bringing the female representation to four or about
30 per cent of the Board. The Board targets to
maintain at least the current level of female
representation, with the ultimate goal of achieving
gender parity. In considering the Board’s succession,

In February 2021, the Government appointed

Nisa Leung and re-appointed Rafael Gil-Tienda and
Stephen Yiu to the Board, each for a term of
approximately two years from the close of the 2021
AGM until the conclusion of the AGM in 2023.

At the 2021 AGM, Nicholas Allen, Anna Cheung, and
Zhang Yichen were elected by Shareholders for a
term of approximately three years from 28 April
2021 until the conclusion of the AGM in 2024.

T C Chan, Anita Fung, Fred Hu, and John Williamson
retired from the Board after the conclusion of the

2021 AGM. the NGC would engage independent professional
search firm(s) to help identify potential candidates

Board Composition and Diversity for Non-executive Directors, as and when

HKEX sees increasing diversity at the Board level as appropria.te.. The .Board will continue t.o take

an essential element in attaining its strategic opportunities to increase the proportion of female

objectives and achieving sustainable and balanced members over time as and when suitable candidates

development for the Group. Since 2013, HKEX has are identified.
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To further enhance Board diversity while maintaining
an appropriate balance between continuity of
experience and Board refreshment, HKEX sets out in
the Nomination Policy a non-exhaustive list of
criteria for the NGC to assess suitability of a
proposed Non-executive Director candidate and a
maximum tenure of nine consecutive years for
Non-executive Directors to be eligible for the Board’s
nomination for re-election by Shareholders. The
Nomination Policy is available on the HKEX Group
website CG.

During 2021, the NGC reviewed the structure, size,
and diversity of the Board as well as the selection
criteria for Non-executive Director candidate(s) and
the Board Diversity Policy, to ensure that the Board’s
composition complies with the Main Board Listing
Rules and reflects an appropriate mix of skills,
experience, and diversity that are relevant to HKEX’s
strategy, governance, and business and contribute to
the Board’s effectiveness and efficiency. Information
about the Board’s current composition, including a
Directors’ skill matrix, is set out in the Corporate
Governance Report contained in this Annual Report.
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Nomination of Candidate

The service term of Laura M Cha, Susan Chow, and
Benjamin Hung (Government Appointed Directors),
and Apurv Bagri (Elected Director) will expire at the
conclusion of the 2022 AGM.

On 18 February 2022, the Government re-appointed
Laura M Cha, Susan Chow, and Benjamin Hung as
members of the Board, each for a term of
approximately two years from the conclusion of the
2022 AGM to be held on 27 April 2022 until the
conclusion of the AGM to be held in 2024.

On 23 February 2022, the NGC nominated Apurv
Bagri to the Board for it to recommend to
Shareholders for re-election at the 2022 AGM.
Mr Bagri, who is a member of the NGC, abstained
from voting at the Committee meeting when his
own nomination was being considered.

The nomination was made in accordance with the
Nomination Policy and took into account the
approved selection criteria for Non-executive
Director candidate(s). These include, among others,
the candidates’ market knowledge and experience,
reputation for integrity, and the diversity aspects
(including without limitation, gender, age, cultural
and educational background, ethnicity, professional
experience, skills, knowledge and length of service),
with due regard for the benefits of diversity, as set
out in the Board Diversity Policy. The NGC also
took into account Mr Bagri’s vast experience in the
non-ferrous metals futures trading business,

as well as his contribution to the Board and firm
commitment to his role. The NGC was satisfied with
the independence of Mr Bagri with reference to the
criteria laid down in the Main Board Listing Rules.

Mr Bagri does not hold any cross-directorships or
have any significant links with other Directors
through involvement in other companies or bodies.
He does not have any service contracts with any
member of the Group that are not determinable by
the Group within one year without compensation
(other than statutory compensation). His particulars
will be set out in the circular to Shareholders to be
sent together with this Annual Report and posted on
the HKEX Group website IR .



Board Independence

Independent Directors enhance the effectiveness and decision-making of the Board by providing objective
judgement and constructive challenge to management.

Non-executive Directors’ independence is assessed upon appointment, annually, and at any other time where
the circumstances warrant reconsideration.

Assessment upon Director’s Appointment

Independence confirmations by Nicholas Allen, Anna Cheung, Nisa Leung, and Zhang Yichen were submitted in writing to the
SFC upon their appointment to the Board in April 2021.

Ongoing Assessment

» Each INED is required to inform HKEX as soon as practicable if there is any change in his or her personal particulars that
may affect his or her independence. No such notification was received during 2021.

» Details of the Director’s interests in the Group’s business are set out on pages 88 and 89 of this Annual Report.

On 23 February 2022, the NGC assessed the annual independence confirmation received from each INED,
having regard to the criteria under Rule 3.13 of the Main Board Listing Rules.

Annual Assessment
« As a good corporate governance practice, every NGC member abstained from assessing his/her own independence.

« Particular attention was given to assessing the independence of the Government Appointed Directors (including
Laura M Cha, who is an Executive Councillor) given that the Government is a Minority Controller of HKEX.

e The NGC affirmed that all INEDs continued to demonstrate strong independence in judgement and were free from any
business or other relationship which could interfere with their ability to discharge their duties effectively, and they
therefore all remained independent.

The NGC also reviewed and considered that the following key features or mechanisms under HKEX’s Board and
governance structure are effective in ensuring that independent views and input are provided to the Board.

Board and Committees’ structure « Since its listing, HKEX has been steered by a Board, comprising a majority of
Non-executive Directors. The HKEX Chief Executive Officer is the only
Executive Director on the Board, and all the remaining 12 Directors, including
the HKEX Chairman, are INEDs, who are independent of and not related to
each other and any members of the Senior Management.

« Members of all governance related committees are INEDs.

« Separation of the role of the Chairman and the Chief Executive Officer
ensures that there is a balance of power and authority.

Non-executive Directors’ tenure » The Nomination Policy sets a maximum tenure of nine consecutive years for
Non-executive Directors to be eligible for nomination by the Board to stand
for re-election by Shareholders.

Non-executive Directors’ remuneration ¢ Non-executive Directors receive fixed fee(s) for their role as members of the
Board and Board Committee(s) as appropriate, and are not entitled to
participate in the Share Award Scheme. Information about the Directors’
remuneration is set out in the Remuneration Committee Report.

Appointment of Non-executive Directors « Independent search firm(s) will be engaged to help identify potential
candidates for appointment of Non-executives Directors.

In assessing suitability of the candidates, the NGC will review their profiles,
including their qualification and time commitment, having regard to the
Board’s composition, the Directors’ skill matrix, the list of selection criteria
approved by the Board, the Nomination Policy and the Board Diversity Policy.

Nomination and Governance Committee Report
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Annual review of Non-executive
Directors’ commitment and
independence

The NGC reviews annually each Director’s time commitment to HKEX’s
business. Directors’ attendance records in 2021 are disclosed in the Corporate
Governance Report contained in this Annual Report.

Non-executive Directors’independence is assessed upon appointment,
annually, and at any other time where the circumstances warrant
reconsideration.

Conflict management

The HKEX’s Guidelines on Conduct as set out in the Director’s Handbook
provide guidance to Directors and committee members of the Group on
avoiding conflicts of interest and on the circumstances under which
appropriate action(s) shall be taken by the director in conflict.

Professional advice

To facilitate proper discharge of their duties, all Directors are entitled to seek
advice from the Group Company Secretary or the in-house legal team as well
as from independent professional advisers at the Company’s expense.

Board evaluation

The quality and efficiency of discussions at Board meetings are assessed
during the annual evaluation of the Board’s performance.

Laura M CHA

Chairman of the Nomination and Governance Committee

Hong Kong, 23 February 2022
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Audit Committee Report

The Audit Committee

The Audit Committee (AC) is delegated by the Board with the authority to provide independent oversight of
the Group’s financial reporting and internal control systems, and of the adequacy of the external and internal
audits. The AC is provided with sufficient resources to perform its duties, including support, as necessary,
from the Internal Audit Department (IAD), the external auditor, legal counsel, regulatory compliance and
management, in examining all matters relating to the Group’s adopted accounting principles and practices,
and in reviewing all material financial, operational and compliance controls. The AC’s terms of reference are
available on the HKEX Group website OS.

The AC comprises five INEDs whose names and biographies are set out in the Board and Committees section
of this Annual Report. None of the AC members are employed by or otherwise affiliated with the auditor of
HKEX. The AC held four meetings in 2021. Members’ attendance records are disclosed in the Corporate
Governance Report contained in this Annual Report.

Summary of Work in 2021/2022

» Reviewed the Group’s quarterly, half-yearly, and annual financial reports and results announcements to ensure integrity,
transparency and consistency of the financial disclosures

» Reviewed and endorsed the proposed adoption of new accounting standards for financial years ending on or after
31 December 2022

¢ Reviewed, with both the external auditor and management, the audit approach and methodology applied, in particular to
the Key Audit Matters included in the Auditor’s Report

* Approved revisions to the Group Internal Audit Charter
e Approved the internal audit plan for 2022 and conducted quarterly review of the internal audit activities

» Reviewed the results of the external consultant’s report on the Quality Assurance Review of Group Internal Audit and
approved the implementation plan for their recommendations

» Reviewed significant issues raised by IAD, the external auditor, external consultants, and management’s response to their
recommendations

¢ Approved amendments to the Group Anti-Bribery and Anti-Corruption Policy, the Group Whistleblowing Policy and HKEX
External Whistleblowing Policy

* Reviewed quarterly reports and updates on legal and regulatory compliance matters, anti-bribery and anti-corruption
matters and whistleblowing disclosures

* Reviewed the adequacy and effectiveness of the Group’s internal control systems and its accounting, financial reporting,
and internal audit functions

* Reviewed and endorsed the revised Group Procurement Policy
¢ Reviewed the continuing connected transactions and the related disclosures in the Annual Report

* Reviewed and monitored the relationship with the external auditor, including overseeing its appointment, independence,
remuneration, tenure, rotation of the engagement partner and engagement for non-audit services

» Reviewed the effectiveness of the external audit process
e Approved the 2021 external audit engagement letters and fees
* Reviewed the AC’s terms of reference

Review of Financial Results

The AC reviewed the 2021 Consolidated Financial Statements in conjunction with the external auditor.

Based on this review and discussions with management, the AC was satisfied that the Consolidated Financial
Statements were prepared in accordance with applicable accounting standards and fairly present the Group’s
financial position and results for the year ended 31 December 2021. The AC therefore recommended that the
Consolidated Financial Statements for the year ended 31 December 2021 be approved by the Board.
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Review of Key Audit Matters

The AC reviewed and discussed with the external auditor and management the following key audit matters for

the audit of the 2021 Consolidated Financial Statements.

Key Audit Matters

Assessment by the AC

Goodwill impairment assessment

The AC was satisfied that sufficient analysis (including the sensitivity

analysis on key assumptions) had been performed in this area to conclude
that there was no impairment allocated to the group of Cash Generating
Units within the respective Commodities and Post Trade operating
segments. The assessment was also an area of focus for the external auditor
as detailed in the Auditor’s Report on page 122.

IT systems and controls over financial
accounting and reporting

The external auditor’s key audit matters included IT systems and controls
since the Group’s financial accounting and reporting processes are highly

dependent on their design and operating effectiveness. The AC noted and
agreed with the external auditor that the key IT systems could be relied on
to ensure the accuracy and completeness of revenue recognition during the
financial accounting and reporting processes. The findings of the external
auditor are set out in the Auditor’s Report on page 123.

Review of Internal Control Systems

The AC reviewed the adequacy and effectiveness of
the Group’s policies and procedures regarding
internal control systems (including the financial,
operational, IT, risk management, information
security, outsourcing, legal, compliance and those
controls designed to detect material fraud) by
reviewing the work of the IAD, the Group’s external
auditor, and external consultants, and regular
reports from management including those on risk
management, regulatory compliance, and

legal matters.

In conjunction with the Risk Committee, the AC
reviewed and concurred with the management
confirmation that for the year ended 31 December
2021, the Group’s risk management and internal
control systems were adequate and effective with
reference to the Committee of Sponsoring
Organizations of the Treadway Commission (COSO)
Internal Control - Integrated Framework 2013 and
International Organisation for Standardisation (ISO)
31000 Risk Management - Principles and Guidelines.
The AC is satisfied that the Group has complied
satisfactorily with the requirements of the Corporate
Governance Code in respect of risk management and
internal control systems, and that the Group has
satisfactorily maintained appropriate levels and
control measures in response to the Covid-19
pandemic.
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Review of Accounting, Financial
Reporting and Internal Audit
Functions

The AC reviewed and was satisfied with the adequacy
of the resources, staff qualifications and experience,
training programmes and budget of the Group’s
accounting, financial reporting and internal

audit functions.

Review of Continuing Connected
Transactions

During 2021, the Group entered into certain
continuing connected transactions as disclosed in
the Corporate Governance Report contained in this
Annual Report. The AC, under the authority
delegated by the Board, reviewed these continuing
connected transactions pursuant to Rule 14A.55 of
the Main Board Listing Rules. The AC confirmed that
the transactions were entered into by the Group in
accordance with the requirements of the Main Board
Listing Rules and the conditions of the waiver
granted by the SFC that:



(i) continuing connected transactions are entered
into in the Group’s ordinary and usual course of
business, and on normal commercial terms or
on terms no more favourable than terms
available to independent third parties;

(i)  continuing connected transactions other than
Buy-in Transactions are conducted in
accordance with the rules and regulations of
the relevant Group company governing such
transactions, and where the rules and
regulations do not govern those transactions in
full, in accordance with the standard terms and
conditions of the relevant Group company
relating to such transactions;

(i)  continuing connected transactions in respect of
Buy-in Transactions are conducted in
accordance with the standard terms and
conditions of HKSCC applicable generally to all
buy-in brokers and at the mutually agreed
commission rates payable by HKSCC in respect
of Buy-in Transactions generally; and

(iv) continuing connected transactions are entered
into according to the relevant agreements
governing each of the continuing connected
transactions on terms that are fair and
reasonable and in the interests of Shareholders
as a whole.

The Company’s external auditor was engaged to
report on the transactions in accordance with
Rule 14A.56 of the Main Board Listing Rules.
The AC reviewed the unqualified report issued
by the external auditor dated 21 February 2022.

Independence of External Auditor

The AC is mandated to monitor the independence
of the Group’s external auditor,
PricewaterhouseCoopers (PwC), to ensure its
objectivity in auditing the financial statements. In
general, the external auditor has to refrain from
engaging in non-assurance services required by the
Group except for limited tax-related services or
specifically approved items. All services provided by
PwC must be approved by the AC. To ensure that the
policy of restricting the non-audit work done by the
external auditor is followed strictly by all entities
within the Group, appropriate policies and

procedures have been established which set out:

(i) the classification of services as pre-approved, not
pre-approved and prohibited; and (ii) the approval
process for services that have not been pre-approved.
To strengthen the independence of the external
auditor, HKEX has adopted a five-year rotation policy
regarding the engagement partner of the auditor.

As the engagement partner for the 2021 audit has
served on the audit of the Group since 2017, a new
engagement partner will be assigned to HKEX in
2022.

With respect to the independence of the Group’s
external auditor, the AC received confirmation from
and discussed with PwC on its independence and
objectivity.

During the year, the AC reviewed PwC’s statutory
audit scope and non-audit services and approved its
fees. Under the approval procedures for audit fees,
all audit fees for entities within the Group were
coordinated and presented by PwC Hong Kong and
were approved by the AC.

External Auditor’s Services and Fees

2021 2020

Sm Sm

Audit services 18 19
Non-audit services

» Tax advisory and compliance 2 2

¢ Other services - 1

Total 20 22

Re-appointment of External Auditor
The AC was satisfied with PwC’s work, its
independence, objectivity, qualifications, expertise,
resources and the effectiveness of the audit process,
and therefore recommended the re-appointment of
PwC (which has indicated its willingness to continue
in office) as the Group’s external auditor for 2022 for
Shareholders’ approval at the 2022 AGM.

YIU Kin Wah, Stephen
Chairman of the Audit Committee

Hong Kong, 21 February 2022

Audit Committee Report
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Risk Committee Report

Risk Statement

Effective risk management is important to the
Group’s achievement of its strategic goals. The Group
manages risk across multiple risk domains, including
but not limited to financial, business and strategic,
operational (including IT and cyber security), ESG,
and legal and regulatory risks. Business operations
are managed in line with risk appetite tolerances set
by the Board.

The Group seeks to ensure it achieves its strategic
goal of being the global markets leader in the Asian
time-zone; building upon our role as the leading
venue for investing into and out of Mainland China,
while increasing our international relevance to China,
and our Asia relevance to the global markets. This
includes acting in the interest of the public with
particular regard to the interest of the investing
public, maintaining stakeholder trust, and supporting
the integrity of the financial system. The Group
recognises its role as a market infrastructure
provider and manager of systemic risk, and that its
long-term sustainability is dependent on its pursuit
of strategic goals while simultaneously managing
risks, having sufficient capital and liquidity, ensuring
continuity of operations, and protecting its
reputation.

The Group aims to maintain sufficient capital and
liquidity to meet its regulatory obligations, which
require it to have financial resources to cover
potential losses and liquidity needs for a range of
stress scenarios taking into account extreme but
plausible market conditions. As a business, the Group
also aims to maintain sufficient capital over and

above that required to meet its regulatory
obligations in order to fund its strategic development
objectives while ensuring the appropriate balance
between risk and shareholder returns. The Group
applies risk management measures to strategic
initiatives that are designed to limit the Group’s
exposure to potential losses. It also seeks to maintain
liquid financial resources to meet unforeseen cash
outflows. The Group strives to maintain stakeholder
trust by avoiding business practices that could lead
to reputational damage or harm to the Group.

The Group, therefore, seeks to operate within all
relevant rules and regulations and to avoid disruptions
to its business operations that would have a

negative impact on stakeholders.

The Risk Committee

The Risk Committee is delegated by the Board to
oversee the Group’s overall Risk Management
Framework and to advise the Board on the Group’s
risk-related matters. The Committee is also
responsible for reviewing the Group’s risk and
compliance policies and, in conjunction with the
Audit Committee, assessing the adequacy and
effectiveness of the Group’s risk management and
internal control systems. The Committee’s terms of
reference are available on the HKEX Group website
OS. The Committee comprises six INEDs whose
names and biographies are set out in the Board and
Committees section of this Annual Report. The
Committee held five meetings in 2021. Members’
attendance records are disclosed in the Corporate
Governance Report contained in this Annual Report.

BN
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Summary of Work in 2021/2022

* Approved the update of the independent risk review and reviewed the independent risk review remediation plan update;
¢ Approved the HKSCC, HKCC, and SEOCH minimum capital requirements;

* Approved the VaR Platform (previously known as NextGen Risk Management (NGRM)) project implementation proposals
and HKSCC Guarantee Fund Cap for NGRM; and reviewed the NGRM assurance update;

* Approved updates to the Personal Account Dealing Policy;

» Endorsed revisions of Risk Committee’s terms of reference and Committee’s terms of reference compliance assessment;
and approved revisions to terms of reference of the Executive Risk Committee and the Clearing Risk Committee;

¢ Endorsed the establishment of the Listing Operation Governance Committee;

» Endorsed the approach to reviewing investment portfolio limit;

» Endorsed the proposed revision of the Information Security Risk Appetite Statement;

» Reviewed the Group Chief Risk Officer Report and introduced divisional risk roundtable updates as a standing agenda point;

¢ Reviewed the system capacity update;
» Reviewed the business continuity drill update;

¢ Reviewed the report on market impacts regarding the US Executive Order;

¢ Reviewed the proposed share purchase mechanics for the HKEX Employees’ Share Award Scheme;

¢ Reviewed IMF Financial Sector Assessment Program Report - HKCC;

* Reviewed the subsidiary governance framework;
¢ Reviewed the Mainland business activities;

¢ Reviewed the new Group Business Continuity Management Policy and Group Anti-Fraud Policy;

» Reviewed the information security improvement update;

¢ Reviewed