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Highlights

Mainland A shares outperformed Hong Kong stocks in November. The CES A80 surged 7.4
per cent.

The CES 300 surged 3.7 per cent ahead of the launch of Shenzhen Connect in December.

The CES G10, on which futures have been trading at HKEX, surged 20.3 per cent,
demonstrating Macau’s economic recovery.

Shenzhen Connect started on 5 December. Southbound trading under the scheme covers 417
eligible Hong Kong stocks, including 388 constituents of Hang Seng Composite LargeCap,
MidCap and SmallCap Indices and 29 A+H share companies. Northbound trading covers 881
eligible Shenzhen stocks, including 267 Main Board, 411 SME Board and 203 ChiNext
stocks.

The index universe for CES 300 changed and the weighting of ChiNext stocks increased
following the latest periodic review.

RMB deposits in Hong Kong at the end of October decreased to RMB662.5 billion, down 0.4
per cent from the previous month.

Open interest in offshore Mainland A-share index futures traded in Singapore hit an all-time
high of RMB49.6 billion. Market demand for hedging against A shares continued to increase.

1. Performance of CESC Indices

The CSRC and SFC announced on 25 November that Shenzhen Connect would be launched on

5 December. One hundred and two stocks were added to the list of eligible Hong Kong stocks under
Shenzhen Connect, bringing the total number in that list to 417. Eight hundred and eighty one
Shenzhen stocks are eligible for trading under the scheme. There is no aggregate quota for both
Northbound and Southbound trading, a decision that is expected to improve the two-way opening of
the Mainland capital market. Amid market anticipation of Shenzhen Connect, the CES 300,
which tracks stock performance under the Connect programme, surged 3.8 per cent in
November (see table 1).
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which tracks Hong Kong stocks, fell 1.1 per cent. It was the third straight month of diverging
performance between Mainland and Hong Kong stocks since the announcement of the launch of

Shenzhen Connect in August. It reflects a difference in risk appetite for A shares and Hong Kong
stocks.

In November, the RMB fell through 6.9 to the US dollar, rising expectations of substantial
Mainland capital pouring into Hong Kong stocks. Mainland investors started to look for
opportunities in unique sectors in the Hong Kong stock market. According to Macau’s Gaming
Inspection and Coordination Bureau, Macau posted the fourth straight month of a year-on-year
increase in gaming revenue in November, increasing to MOP18.79 billion during the month, up 14.4
per cent from the same period last year and outperforming market expectations. As service exports
and investment driven by the gaming industry rebounded, Macau’s Q3 GDP rose 4 per cent

compared with the same period last year. The Movement in Clobal Stock
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The market became volatile immediately
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after the election of Donald Trump as US President. Panic selling drove S&P 500 futures down 5 per
cent in Asian trading, triggering the circuit breaker and a trading suspension. The market changed
course during US trading resulting in US stocks closing more than 1 per cent up and the VIX index
registering a change of 20 per cent in a single day. US Federal Funds futures movements indicated a
90 per cent likelihood of a rate hike in December. Expectations of an accelerated pace of Fed rate
hikes sped up capital flows into US dollar assets. The S&P 500 rose 3.4 per cent in November, while
expectations of a rate hike drove the US dollar index up 3.3 per cent. The Yen, Euro and Pound
slumped 8.5 per cent, 3.8 per cent and 2.2 per cent respectively.

Japanese stocks reacted positively to the depreciation of the Japanese yen and rallied 5.1 per
cent. European stock markets had varied performance. France’s CAC index rose 1.5 per cent,
Germany’s DAX index was flat, and the UK’s FTSE index plunged 2.5 per cent ending four straight
months of rally since the Brexit vote.

As a result of Donald Trump’s opposition to the North American Free Trade Agreement and
immigration, the Mexican currency plunged 8 per cent and the Mexican stock market dropped 5 per
cent. The Indian and Indonesian stock markets fell 4.6 per cent and 5 per cent respectively, while the
MSCI emerging market index recorded a drop of 4.7 per cent.

3. Offshore A-share related activities

Shenzhen Connect started on 5 December. Southbound trading under Shenzhen Connect
covers 417 eligible Hong Kong stocks, including 388 constituents of Hang Seng Composite
LargeCap, MidCap and SmallCap Indices and 29 A+H share companies. Northbound trading
under Shenzhen Connect covers 881 eligible Shenzhen stocks, including 267 main board, 411
SME board and 203 ChiNext stocks.

Shenzhen Connect was launched on 5 December 2016 with 881 eligible Shenzhen stocks and
102 newly added Hong Kong stocks. The eligible Shenzhen stocks include 267 Main Board, 411
SME board and 203 ChiNext stocks, representing 71 per cent of the total market cap of Shenzhen
and 66 per cent of its average daily turnover. The eligible Hong Kong stocks include 388 constituents
of the Hang Seng Composite LargeCap, MidCap and SmallCap Indices (100 large cap, 193 mid cap
and 95 small cap stocks), and 29 A+H stocks which are not constitutents of the indices. They
represent 87 per cent of the total market cap of Hong Kong and 91 per cent of its average daily
turnover.

The CES 300 index universe changed and the weighting of ChiNext stocks increased following
the latest periodic review.

Prior to the launch of Shenzhen Connect, CESC announced changes to the index CES 300 on 29
November. Instead of covering all stocks listed on the Shenzhen Stock Exchange, the universe was
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fine-tuned to cover only 881 Shenzhen listed stocks. The number of Hong Kong stocks covered
was expanded to 417.

After the change, the adjustment of constituents for the next half year was announced by CESC in a
periodic review. Two ChiNext companies were added, increasing the number of SME board and
ChiNext stocks in the index to 55. Most Shenzhen-listed stocks are from emerging sectors such as
IT, high-end consumption, new materials and energy purification. The inclusion of these Mainland
growth companies increases the weighting of the Mainland’s new economy in CES 300.

RMB deposits in Hong Kong fell to RMB662.5 billion at the end of October, down 0.4 per cent
from the previous month

In November, the CNH depreciated 2 per cent against the US dollar. The CNH spot rate fell at
one time to 6.9654, the lowest seen since the introduction of CNH. Due to expectations of a
depreciation in the RMB and fall in deposit rates, RMB deposits in Hong Kong fell to RMB662.5
billion at the end of October, down 0.4 per cent from the previous month.

Open interest in the offshore Mainland A-share index futures traded in Singapore hit an
all-time high of RMB49.6 billion with market demand for hedging against A shares continuing
to increase.
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continued to strengthen.
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Disclaimer

All information contained herein (the “Information”) is provided for reference only. China Exchanges Services Company Limited (“CESC”)
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endeavours to ensure the accuracy and reliability of the information but makes no warranty or representation as to its accuracy, completeness, reliability
or suitability for any particular purpose. CESC accepts no liability (whether in tort or contract or otherwise) whatsoever to any person for any loss or
damage arising from any inaccuracy or omission in the Information and/or from any decision, action or non-action based or in reliance upon the
Information. None of the Information is intended to constitute investment advice and/or a recommendation to make (or refrain from making) any kind
of investment decision. Any person intending to use the Information and/or any part thereof should seek independent professional advice. Distribution,
redistribution, reproduction, modification, transmission, use, reuse and/or storage of the Information in whole or in part, in any form or by any means
are strictly prohibited without the prior written permission of CESC. The Information is provided without warranties of any kind, either expressed or
implied, including (but not limited to) warranties of merchantability, merchantable quality, title, fitness for a particular purpose, security and
non-infringement. China Securities Index Co, Ltd will make its commercially reasonable endeavours to ensure the accuracy and reliability of the
Information provided, but does not guarantee its accuracy and reliability and accepts no liability (whether in tort or in contract or otherwise) for any

loss or damage suffered by any person arising from any inaccuracies or omissions and/or for any reliance placed on such Information.
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