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New Hong Kong Securities and Futures
Commission Guidance Addresses Market
Misconduct

On November 21, 2019, the Hong Kong Securities and
Futures Commission (SFC) issued a statement to
remind listed companies about their disclosure
obligations together with a circular on the conduct
expected of asset managers. These measures are part
of the SFC’s ongoing efforts to tackle market and
corporate misconduct.

The SFC’s statement reminds listed companies to
ensure that their announcements and other documents
do not include false, incomplete or misleading
information about their counterparties in pending
corporate transactions. In some cases, the SFC has
observed that insufficient information was provided
about counterparties’ controllers or beneficial owners.

The SFC's circular sets out guidance for asset
managers considering transactions or arrangements for
private funds and discretionary accounts. During recent
inspections, the SFC found a number of these to be
dubious. Some were used to conceal the identities of the
actual parties to a transaction and in some cases
"nominees" and "warehousing" arrangements were
suspected to be involved. If a transaction or
arrangement appears dubious, asset managers should
make proper enquiries and not unquestioningly carry out
investors’ instructions.

Where listed companies do not disclose information
which is necessary for shareholders to make an

informed assessment of its activities or financial position,

the SFC will use its powers under the Securities and
Futures (Stock Market Listing) Rules to intervene in
order to protect the investing public. In addition, the SFC
would not hesitate to take regulatory action against
asset managers which fail to detect dubious
arrangements or transactions or which facilitate illegal or
improper conduct due to material inadequacies in their
procedures and controls.
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Monetary Authority of Singapore Helps Develop
Blockchain-based Prototype for Multi-Currency
Payments

On November 11, 2019, the Monetary Authority of
Singapore (MAS) has led the successful development of
a blockchain-based prototype that enables payments to
be carried out in different currencies on the same
network.
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The development marks Project Ubin into its fifth phase.
Beyond technical experimentation, the fifth phase of
Project Ubin sought to determine the commercial
viability and value of the blockchain-based payments
network. To date, MAS and its partners have engaged
more than 40 financial and non-financial firms to explore
the potential benefits of the network.

The payments network will provide interfaces for other
blockchain networks to connect and integrate
seamlessly. It will also offer additional features to
support use cases such as Delivery-versus-Payment
settlement with private exchanges, conditional
payments and escrow for trade, as well as payment
commitments for trade finance.

MAS said that blockchain-based payments networks are
able to enhance cost efficiencies and create new
opportunities for businesses.
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Hong Kong Securities and Futures Commission
Reprimands and Fines UBS AG HK$400 million for
overcharging clients and related internal control
failures

On November 11, 2019, the Hong Kong Securities and
Futures Commission (SFC) has reprimanded and fined
UBS AG (UBS) HK$400 million for overcharging its
clients over a ten-year period and for related serious
systemic internal control failures.

UBS has also undertaken to compensate the affected
clients by repaying them the full value of the
overcharged amount together with interest. The total
repayment amount is approximately HK$200 million and
covers overcharges made through post-trade spread
increases and charges in excess of standard disclosures
or rates between 2008 and 2017. The overcharge
practices affected about 5,000 Hong Kong-managed
client accounts in about 28,700 transactions.

The SFC considers that UBS not only failed to observe
the fundamental and overarching duty to act in its clients’
best interests but also abused the trust of unsuspecting
clients by failing to disclose conflicts of interest and
overcharging them in opaque trades.

The SFC'’s investigations revealed that:

e between 2008 and 2015, the client advisors (CASs)
and client advisors’ assistants (CAAs) in UBS's
Wealth Management division had overcharged
clients when conducting bond and structured note
trades by increasing the spread charged after the
execution of trades without clients’ knowledge; and

e between 2008 and 2017, UBS had also charged its
clients fees in excess of its standard disclosures or
rates.

Specifically, following their clients’ requests to buy or sell
products, the CAs and CAAs would enter the limit order
price of the clients’ trades into UBS’s client order
processing system. In circumstances where the actual
execution price achieved in the market was better than
the limit order price, the CAs and CAAs would increase
the spread after executing the trades in order to retain
the price improvement for UBS without agreement with,
or disclosure to, the clients, and sometimes misreported
the execution price or spread to the clients. On some
occasions, they would also falsify the account
statements issued to financial intermediaries, who were
authorized to trade for clients, by misreporting the
spread amount to conceal the overcharges.

The SFC considers that these malpractices involved a
combination of serious systemic failures for a prolonged
period of time including inadequate policies, procedures
and system controls, lack of staff training and
supervision, and failures of the first and second lines of
defense functions of UBS.

The SFC'’s investigation further found that:

e UBS failed to understand and properly disclose the
capacity in which it acted for its clients when
conducting secondary market bond and structured
note trades. UBS acknowledged that its historical
approach to capacity was confused, its past
communications with regulators regarding its
capacity were incomplete, and its communications
with clients on whether it was acting as their agent
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or principal were unclear and, in some cases,
erroneous;

e UBS failed to report its spread overcharge practices
to the SFC until two years after the identification of
the misconduct. This was not an isolated incident,
but was one of a number of late reporting incidents
whereby UBS failed to report the relevant
misconduct to the SFC in a timely manner, or at all;
and

e as system enhancements following the discovery of
the spread overcharge practices, UBS implemented
a new order taking platform, One Wealth
Management Platform (1WMP), in October 2017.
However, instead of putting in place a system that
ensures its compliance with relevant regulatory
requirements, UBS reported 15 incidents to the SFC
or the Hong Kong Monetary Authority relating to the
failures of 1WMP covering a variety of issues,
including further spread overcharges. These issues
call into question UBS'’s capability to put in place
effective remediation to address the spread
overcharge practices and proper internal controls to
avoid the recurrence of historical deficiencies.

Under the circumstances, the SFC considers UBS failed

to:

e act honestly, fairly and in the best interests of its
clients;

e act with due skill, care and diligence, in the best
interests of its clients;

e avoid conflicts of interest and ensure that its clients
are treated fairly;

e provide adequate disclosure of relevant material
information to clients; and

e comply with all relevant regulatory requirements
applicable to the conduct of its business activities so
as to promote the best interests of clients.

In deciding the disciplinary sanctions, the SFC took into

account all relevant circumstances, including:

e the elements of dishonesty in UBS’'s spread
overcharge practices;

e the duration of UBS’s spread overcharge practices,
i.e. around ten years;

e the fact that UBS’s spread overcharge practices
were undetected for at least seven years;

e the serious and systemic nature of UBS's internal
control failures;

e UBS’s disciplinary actions against over 20 staff who
had engaged in the malpractice;

e UBS'’s appointments of independent reviewers to (i)
identify the root causes of the spread overcharge
practices and assess the magnitude of its spread
overcharge practices, (ii) validate the relevant
overcharge and compensation arising from 1WMP,
and (iii) review the adequacy and effectiveness of
UBS'’s remediation measures; and

e UBS’s agreement to fully compensate the affected

clients.
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Hong Kong Securities and Futures Commission
Bans Ma Sin Chi for Life

On November 14, 2019, the Hong Kong Securities and
Futures Commission (SFC) has banned Mr Ma Sin Chi
(Ma), a former responsible officer of Deutsche Securities

Asia Limited (DSAL), from re-entering the industry for life.

In February 2018, the Court of First Instance convicted
Ma of accepting bribes of around HK$6.4 million from his
client as rewards for providing information and
assistance to the client and the client's family in their
trading of Deutsche Bank AKTIENGESELLSCHAFT-
issued derivative warrants with DSAL being the liquidity
provider.

The SFC considers that Ma was guilty of misconduct
and is not a fit and proper person to be licensed to carry
on regulated activities.
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The Stock Exchange of Hong Kong Limited Issues
Frequently Asked Questions on Amendments to
Articles of Association

On November 8, 2019, the Stock Exchange of Hong
Kong Limited (Exchange) issued “Frequently Asked
Questions on amendments to articles of association”.

According to the circulars issued by the State Council of
the PRC and the China Securities Regulatory
Commission on October 22 and 25, 2019, the notice
period for general meetings of PRC issuers (and other
related matters) shall be governed by the Company Law
of the PRC, but not the Special Regulations on the
Overseas Offering and Listing of Shares by Joint Stock
Limited Companies issued by the State Council (the
Regulations). This will shorten the notice period for
general meetings from 45 days to 20 days for annual
general meetings and 15 days for special general
meetings. The circular also advised PRC issuers to
amend their articles of association accordingly.

Under Main Board Rule 19A.53 / GEM Rule 25.40 a

PRC issuer shall observe and comply with the Company
Law, the Regulations and the PRC issuer’s articles of

4
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association. The PRC issuer would be in compliance
with the Rules.

The issuer is also reminded that under Main Board Rule
13.51(1) / GEM Rule 17.50(1) it must, at the same time
as it dispatches a circular to shareholders on the
proposed amendments, submit to the Exchange a
confirmation from its legal adviser that the amendments
to the articles of association conform to the Listing Rule
requirements and the PRC laws and regulation.
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Council of the European Union Approves the EU-
Singapore Free Trade Agreement

On November 8, 2019, the Council of the European
Union (EU) has adopted the decision to conclude the
EU-Singapore Free Trade Agreement (EUSFTA).

The EU and Singapore will proceed to enable the
EUSFTA to enter into force on November 21, 2019.

The EUSFTA will slash customs duties on both sides:
Singapore will remove all remaining tariffs on certain EU
products (like alcoholic beverages) and keep the current
duty-free access for all other EU products unchanged,

while the EU will open its market to over 80% of all
imports from Singapore EU duty-free and remove all
other tariffs within a few years.

As the first agreement between the EU and an ASEAN
country, the EUSFTA will further strengthen trade and
investment links between the regions.
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Monetary Authority of Singapore Completes its
Business sans Borders Phase One Proof-of-
Concept

On November 11, 2019, the Monetary Authority of
Singapore (MAS) and Infocomm Media Development
Authority (IMDA) announced the successful completion
of its Business sans Borders (BSB) Phase One Proof-
of-Concept (POC). BSB is a “meta-hub” or connector of
several SME-centric platforms. By connecting these
different platforms, BSB helps SMEs seamlessly access
a much larger ecosystem of buyers, sellers, logistics
service providers, financing, and digital solution
providers.

Building on the Phase One POC, MAS and IMDA will
move forward with the Phase Two Pilot of the BSB in 1H
2020. This will be trialed with real Medium-sized
Enterprises transactions on participating platforms
starting with those based in Singapore, the Philippines,
and India.
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Monetary Authority of Singapore Imposes Civil
Penalty of SGD11.2 million on UBS for Deceptive
Trades by its Client Advisors

On November 14, 2019, the Monetary Authority of
Singapore (MAS) has imposed a civil penalty of
SGD11.2 million on UBS AG (UBS), for acts of its client
advisors that contravened the Securities and Futures
Act. The client advisors had engaged in acts that

deceived or were likely to deceive clients about the
spreads and/or interbank prices for transactions in over-
the-counter bonds and structured products.

UBS has admitted liability for its client advisors' actions
and paid MAS the civil penalty.
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Singapore Exchange Regulation Explains its
Expectations of REITs at IPO Stage

On November 15, 2019, Singapore Exchange
Regulation (SGX RegCo) considers when evaluating the
suitability for listing of a REIT are as follows:

a. The sponsor’s track record;

b. The quality of the IPO portfolio; and

c. The financial performance of the IPO portfolio, etc.

SGX RegCo said that where a third-party vendor sells
assets to the REIT or its sponsor and these assets
become part of the IPO portfolio. If the third party
subsequently subscribes to the IPO at IPO price, unless
proven otherwise, the third party does not fall within the
moratorium circumstances described under the Listing
Rules. Nevertheless, SGX RegCo expects to be
informed of such circumstances in a timely manner in
order for us to consider whether further disclosure of the
transaction is necessary.
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Australian Securities and Investments Commission
Gives Guidance on Companies’ Whistleblower
Policies

On November 13, 2019, the Australian Securities and
Investments Commission (ASIC) has provided guidance
(RG 270) to assist companies meet their obligation to
have a whistleblower policy.

Public companies, large proprietary companies, and
proprietary companies that are trustees of registrable
superannuation entities must have a whistleblower
policy available to their officers and employees by
January 1, 2020. ASIC is granting relief to public
companies that are not-for-profits or charities with
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annual revenue of less than AUD1 million from the
requirement to have a whistleblower policy.

RG 270 sets out the components that a whistleblower
policy must include to comply with the law. These
include:

e types of matters covered by a policy

who can make and receive a disclosure

how to make a disclosure

legal and practical protections for disclosers
investigating a disclosure

ensuring fair treatment of individuals mentioned in a
disclosure.
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China Further Utilizes Foreign Investment

On November 7, 2019, the State Council of China
released the opinions on further improving the utilization
of foreign investment with the aim of promoting high-
quality development and unlocking market vitality.

EXPANDING OPENING-UP

e To open up more sectors to foreign investors, China
will continue to reduce the negative list for foreign
investment across the nation and regions beyond
pilot free trade zones and eliminate restrictions that
are not on the negative list.

e China will move faster to further open up the

financial industry, eliminate all restrictions on the
scope of business for foreign banks, securities
companies and fund management companies, and
remove requirements on total assets for the
establishment of foreign-funded banks.

e Quantitative entry conditions will be reduced for
foreign investors in banking and insurance
industries.

e Policies on foreign investment in the automotive
industry will be fine-tuned to ensure equal market
access for domestic and foreign automobile
enterprises in manufacturing new energy vehicles.

e To build a fair business environment, more efforts
will be taken to eliminate institutional obstacles.

FURTHER PROMOTING INVESTMENT

e To encourage and lead more foreign investment in
high and new technology industries, China will
optimize guidance and services for related
enterprises.

e China will improve the construction of pilot free trade
zones and bring them to the fore of opening-up.

e The quality of investment attracted by open
platforms will be increased. A batch of new
comprehensive bonded zones will be built in eligible
areas in Central and Western China as needed.

e Investment service platforms should be developed
across China to actively inform foreign enterprises
of related policies.

DEEPENING
INVESTMENT

REFORM TO FACILITATE

e China will lower the cost of cross-border capital use.
Foreign-funded enterprises will be supported to
expand the cross-border use of renminbi.

o It will be easier for foreigners to work in China. For
foreign innovative talents, entrepreneurs and
professionals in short supply, China will extend the
limitations on age, education background and work
experience.

e China will optimize the approval process for the use
of land for foreign-funded projects. Preliminary site
selection and land use reviews for foreign-invested
projects will be consolidated, and the requirements
for permission to plan projects and use land for
construction will be combined.



J M L

PROTECTING LEGITIMATE INTERESTS OF
FOREIGN INVESTORS

e  China will fully implement the foreign investment law
and establish and improve institutions for accepting
complaints.

e China will also strengthen the standardization of the
implementation of regulatory policies and make the
formulation of regulatory documents more
transparent. Forced transfer of technology will be
strictly banned.

e China will fully uphold the role of judicial protection
of intellectual property rights (IPR), improve the IPR
protection mechanism and establish a
comprehensive  and diversified resolution
mechanism for intellectual property disputes.

e All local governments and departments shall not
discriminate against foreign-funded enterprises in
aspects like the release of government procurement

information, and shall not restrict the ownership form,

organizational form, equity structure or investor
country, as well as product or service brands of
suppliers.
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Shanghai Stock Exchange Answers Questions on
Taking Self-regulatory Measures for Information
Disclosure Misbehaviors in Application for IPO on
SSE STAR Market

On November 8, 2019, the Shanghai Stock Exchange
(SSE) answered questions on SSE taking self-
regulatory measures for information disclosure
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misbehaviors in application for IPO on SSE STAR
Market.

Brief of taking self-regulatory measures for the
relevant misbehaviors in the information disclosure

Tightening the responsibilities of issuers, intermediaries
and related personnel is practically necessary for
implementing the information disclosure-centered
registration-based IPO system and ensuring the smooth
operation of the SSE STAR Market. While advancing the
issuance and listing review for the SSE STAR Market in
an orderly manner, recently, the SSE has intensively
imposed self-regulatory measures on the information
disclosure misbehaviors of the issuers and their
intermediaries found in the earlier process of review,
based on relevant facts and rules.

According to the relevant rules, the regulatory work
letters are directly sent to the relevant market
participants, pointing out the problems existing and
requiring them to rectify the misbehaviors and timely
submit the implementation reports to the SSE; the
regulatory warning letters will be announced to the
market on the SSE website and put into the integrity
records.

Characteristics of the misbehaviors subject to the
self-regulatory measures

The misbehaviors on which the SSE intensively imposed
the self-regulatory measures were mainly the behaviors

lacking regulation, rigorousness and diligence that were
made by the relevant market participants in preparing
the application documents such as the prospectus for
the SSE STAR Market, replying to the review inquiries,
etc. The misbehaviors violated the SSE’s rules for the
issuance and listing review for the SSE STAR Market
and the information disclosure standards and specific
work requirements in the relevant rules, were not
conducive to investors' understanding of the issuer's
relevant information, and affected the normal progress
in the review work to a certain extent.

Principles for imposing the self-regulatory
measures on relevant misbehaviors

The self-regulatory measures were imposed on the
misbehaviors on the basis of earnestly verifying the facts
and strictly implementing the self-regulatory procedures.
Two principles were mainly followed:

The first principle was distinguishing the circumstances
and seeking truth from facts. The improper behaviors
handled intensively were mainly the irregular behaviors
such as failure to strictly follow the work requirements in

preparing and submitting the IPO application documents.

On one hand, the misbehaviors were different from

financial fraud, false disclosure and other violations, but
on the other hand, the market participants strictly abiding
by relevant work norms is an objective condition for
ensuring the normal IPO review for the SSE STAR
Market and the quality of information disclosure. When
adopting the self-regulatory measures, the SSE fully
considered the actual situations and ensured that the
measures taken were in line with the degree of violation.

The second principle was classified handling and
implementation of responsibilities. The sponsor
representatives are the direct undertakers for the tasks
such as preparing and submitting the IPO application
documents, and the relevant misbehaviors were directly
related to the sponsor representatives failing to work in
an earnest and diligent way. Therefore, based on the
specific circumstances of the relevant cases, the SSE
imposed stricter regulatory and warning measures on
the relevant sponsor representatives, and
corresponding  self-regulatory measures on the
responsible issuers, and issued the regulatory work
letters to the relevant sponsoring institutions, requiring
them to strengthen the management of the sponsor
representatives and the sponsorship projects, tighten
the work standards, and report the relevant rectifications
in writing to the SSE.

In the issuance and listing review under the
registration-based IPO system, the SSE will
continue to tighten the responsibilities of the
issuers as the main players and the responsibilities
of the intermediaries for checking

The issuance and listing review under the registration-
based IPO system adheres to the focus on information
disclosure and strives to present a real company in the
market. The principle first requires the issuer to “make it
clear” and at the same calls for the “definite verification”
by the intermediaries. While carrying out strict open
inquiry-based review, the SSE will continue to require
the issuers to ensure that the disclosed information is
true, accurate and complete, and assume the primary
responsibility. The SSE will continue to tighten the
responsibilities of the intermediaries and urge the
intermediaries to check and verify the authenticity,
accuracy and completeness of the disclosed information
so as to effectively play the role in checking.

In the course of the review, the SSE has continued to
take measures for the misbehaviors of the relevant
market participants in the early and budding stage, so as
to prevent “minor diseases from becoming serious ones”.
Since the launch of the issuance and listing review for
the SSE STAR Market, the SSE has urged the issuers
to improve the information disclosure quality and the
intermediaries to enhance the practice quality by timely
requiring talks for inquiry, reminding in conversation,
issuing regulatory work letter and other means, with the
measures taken more than 50 times. The SSE will

9
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further step up accountability for the market participants
who still have misbehaviors after receiving the
regulatory requirements. The SSE will seriously deal
with the major violations in information disclosure such
as suspected financial fraud in accordance with the rules
and relevant procedures.
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Shanghai Stock Exchange Solicits Opinions on
Business Rules for Refinancing of Companies
Listed on SSE STAR Market

On November 5, 2019, the Shanghai Stock Exchange
(SSE) has sought comments on the supporting business
rules for the refinancing on the SSE STAR Market.

The public solicitation of opinions involves two sets of
business rules. The first is the “Rules of Shanghai Stock
Exchange for Issuance and Listing Review of Securities
of Companies Listed on SSE STAR Market (Draft)”,
which stipulates the contents, requirements and
procedures for review of refinancing, the simplified
review procedures for small-amount non-public
issuance, and the self-regulation of refinancing
violations for the companies listed on the SSE STAR
Market. The second is the “Detailed Implementation
Rules of Shanghai Stock Exchange for Issuance and
Underwriting of Securities of Companies Listed on SSE
STAR Market (Draft)”, which provides for the main
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institutional arrangements for the right issue and
additional issuance of the companies listed on the SSE
STAR Market, and the corresponding issuance and
underwriting business procedures and regulatory
requirements in the determination mechanism for
different types of issuance targets in the non-public
issuance.

The public solicitation of opinions on the two sets of rules,
which are formulated on the basis of the basic principles
and institutional framework established by the China
Securities Regulatory Commission in the "Administrative
Measures for Issuance and Registration of Securities of
Companies Listed on SSE STAR Market (for Trial
Implementation) (Draft for Comment)”, aims to make
specific stipulations on the issuance and listing review
and the issuance underwriting business for the
refinancing on the SSE STAR Market. In order to reach
the goal of making refinancing on SSE STAR Market
easier set in the “Implementation Opinions on Launching
SSE STAR Market and Piloting Registration-based IPO
System on Shanghai Stock Exchange”, the systems
related to the refinancing of the companies listed on the
SSE STAR Market are designed on the basis of the
information-disclosure-centered  concept for the
registration-based IPO system of the SSE STAR Market,
oriented toward the market and rule of law. Based on the
characteristics of the refinancing activities carried out by
the listed companies, the systems make relevant
improvements, including optimizing the review
procedures for non-public issuance of the companies
listed on the SSE STAR Market, significantly shortening
the review period, setting up the simplified review
process for small-amount non-public issuance, and
establishing the corresponding business procedures for
the refinancing issuance and underwriting, etc. In
addition, the relevant rules have further tightened the
information disclosure obligation of the listed companies
and the inspection duties of the intermediaries and
intensified the self-regulatory measures.

The deadline for the solicitation of opinions is December
8, 2019.
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Shanghai Stock Exchange Answers Questions on
Regulating ETF Subscription with Shares

On November 13, 2019, the Shanghai Stock Exchange
(SSE) answered questions on regulating ETF
subscription with shares.

Some basic information about recent market
concern that some listed companies released the
announcements on shareholders’ participation in
the ETF units subscription

As the index funds traded on the exchanges, the ETFs,
the units of which can be traded on the secondary
market, are characterized by the unique physical
subscription, purchase and redemption mechanism, and
various advantages such as high transparency,
convenient trading and low costs. With the rapid
development in recent years, the ETF has become an
important instrument of equity asset allocation for
investors. As one of the three conventional ways of
subscription for ETFs (online cash subscription, offline
share subscription and physical subscription), the share
subscription means that investors can use a single or
multiple index constituents to subscribe for ETF units
during the fundraising period, which will help the fund
managers reduce costs of opening positions within the
weights of the constituent stocks, optimize the asset
allocation of the investors, expand the size of the stock
ETFs, and attract the participation of more medium and
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long-term funds in the market through the investment in
ETFs.

Concern of some market participants that the
subscription of ETF units by the shareholders of
listed companies has the hidden danger of
shareholding lessening in disguised form

Specific requirements for the shareholding lessening by
the shareholders of the listed companies have been
made in the "Several Provisions on Shareholding
Lessening by Shareholders and Directors, Supervisors
and Executives of Listed Companies" and the "Detailed
Implementation Rules of Shanghai Stock Exchange for
Shareholding Lessening by Shareholders and Directors,
Supervisors and Executives of Listed Companies”
(Shareholding Lessening Rules). In order to prevent the
market participants from reducing their shareholdings in
disguise or through violations, the SSE will strictly
supervise the subscription of the ETFs with the shares
by the shareholders of listed companies in accordance
with the rules for shareholding lessening. Specifically,
the shares used by a shareholder of a listed company to
subscribe for the ETF units shall be included in the limit
for shareholding lessening specified in the rules for
shareholding lessening, and calculated in combination
with the shares reduced by the shareholder on the
secondary market, and the total shall not be more than
the shareholding lessening limit for the current period. In
addition, the participants shall also promise not to
transfer the ETF units obtained through subscription with
shares within a certain period of time. In the actual
operations, the SSE adopts the measures such as the
fund managers and shareholders making promises in
advance, and the SSE carrying out inspections in
advance and in process and implementing post-event
supervision, so as to ensure that the number of shares
used by a shareholder to subscribe for ETFs does not
exceed the limit required by the rules for shareholding
lessening. Therefore, the subscription of ETFs with
shares by the relevant shareholders of listed companies
does not involve the circumstances of shareholding
lessening in disguised form or through violations.

Analysis of the impact of subscription of ETFs with
shares on the market

The subscription of ETFs with shares can alleviate the
impact of direct shareholding lessening by investors on
the market to a certain extent and is more conducive to
the stability of the secondary market. The subscription
of ETFs with shares can aggregate the shares held by a
large number of investors so as to reduce the costs in
the period of opening positions. Actually, at present most
investors who participated in the subscription of ETFs
with shares hold the ETF units for a long time after the
subscription without carrying out shareholding lessening
in large amounts, and some investors have further
increased their holdings. The fund manager also mostly

adopted relatively moderate paces of adjusting their
positions and bought other constituent stocks while
gradually selling the subscribed shares. As a result, the
funds do not flow out of the market on the whole.
Therefore, compared with the investors directly selling
the shares held by them in the secondary market
through auction or bulk transfer, the subscription of
ETFs with shares has smoothed the impact on the stock
prices, which is more conducive to the stability of the
secondary market.

Follow-up arrangements for the SSE regulating and
developing the ETF business

Going forward, the SSE will, in accordance with the
deployment and requirements of the China Securities
Regulatory Commission, further strengthen the
supervision of the regulated ETF operations, improve
the basic systems, continue to enrich the products,
optimize the market mechanism, ensure the healthy
development of the ETF market, protect the interests of
investors, and strive to build a regulated, transparent,
open, dynamic and resilient capital market.
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Shenzhen Stock Exchange Pushes forward CSI 300
ETF Option Listing in a Steady and Orderly Manner

On November 8, 2019, China Securities Regulatory
Commission (CSRC) announced the launch of pilot
expansion of stock index option. The CSI 300 ETF
option listed on Shenzhen Stock Exchange (SZSE) will
be approved according to procedures. Under the
guidance of CSRC, SZSE will comprehensively start the
pilot work of stock option to ensure smooth release of
CSI 300 ETF option (subject matter of Harvest 300 ETF,
159919). The launch of SZSE-listed pilot stock option
and diversifying futures and option varieties are
important moves for the capital market to support
building Shenzhen into a pilot demonstration area of
socialism with Chinese characteristics and push forward
comprehensive deepening of capital market reform.
They are also the intrinsic requirements for further

perfecting basic market rules, guiding medium and long-
term fund flow into market, and improve internal market
stability and financial services for real economy.

CSI 300 Index is a broad-base core Index tracking
China's A-share market. The market value of its
constituents is about RMB 30 trillion, accounting for
about 60% of the market value of all A-shares. The
assets following CSI 300 Index exceed RMB150 billion,
showing strong market representativeness, wide
coverage and great influence of the index. SZSE’
release of CSI 300 ETF option is an important step
towards building an integrated exchange with well-
established product system, functions and safe and
efficient operation. This can help and SZSE and
Shanghai Stock Exchange investors to conduct hedging
and risk hedging and enhance market pricing, liquidity
and stability.

Market players have shown active cooperation and
strong support for the stock option business drills started
by SZSE since January 2015. More than four years of
efforts have enabled SZSE to meet option trade
conditions. So far, SZSE has completed the drafting of
stock option business rules and the development of
technical systems, with business, technology and the
market all set. Market opinion solicitation was launched
regarding main rules. In the next step, SZSE will
organize network-wide testing, complete rule review,
approval and issuance, carry out investor education
activities, intensify communication with media and
recruit market makers to ensure safe and steady
operation of CSI 300 ETF option business.

This SZSE-listed pilot stock option is conducive to
refining the financial market product system of the
Greater Bay Area, shoring up weak spots in market risk
management tools of SZSE, better meeting market risk
management demand and establishing a one-stop
platform that promotes the benign development of spot
market and meets global asset allocation management
demand.

Furthermore, adding another ETF option contract by
Shanghai Stock Exchange was also approved in
principle.
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Shenzhen Stock Exchange Oversees ETF Stock
Subscription in Strict Compliance with New
Provisions on Share Lessening

On November 14, 2019, as the subscription of ETFs by
a handful of listed company shareholders with their
shares has recently caught the attention of the market,
Shenzhen Stock Exchange (SZSE) will oversee relevant
shareholders’ subscription of ETF shares with stocks
strictly according to the CSRC Provisions on the Share
Lessening by the Shareholders, Directors, Supervisors
and Senior Management of Listed Companies and the
SZSE Implementation Rules on the Share Lessening by
the Shareholders, Directors, Supervisors and Senior
Management of Listed Companies (collectively as New
Provisions on Share Lessening) .

Specifically, the shares used by big shareholders and
specific shareholders of listed companies to subscribe
ETF shares are included in the share lessening quota as
specified in the New Provisions on Share Lessening.
The aggregation of the shares paid by relevant
shareholder to subscribe ETF shares and the shares
lessened by the shareholder on the secondary market
may not exceed the share lessening quota of the
corresponding period.

SZSE will further strengthen the supervision over the
standard operation of ETFs according to the
arrangements and requirements of China Securities
Regulatory Commission, improve basic system
construction, enrich product types, enhance transaction
supervision, hoist risk prevention and control capability,
ensure steady and healthy development of the ETF
market, actively guide medium- and long-term funds to
enter the market, and strive to build a standard,
transparent, open, dynamic, and resilient capital market.
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Source EjE:
szse.cn/English/about/news/szse/t20191114 571966.html

Abu Dhabi Global Market Issues New Employment
Regulations and Rules

On October 28, 2019, Abu Dhabi Global Market (ADGM)
has issued new Employment Regulations 2019
(Regulations) and the Compensation Awards and Limits
Rules 2019 (Rules). The Regulations and Rules aim to
strengthen ADGM'’'s employment framework in the
interests of both employers and employees.

The key changes introduced by the Regulations and
Rules include:
¢ New overtime provisions for employees
e Aligning certain employees’ entitlements with
those on shore
e Allowing employers and employees more
flexibility in negotiating notice periods
e Introducing protective provisions for youth aged
between 15 and 18 years
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e Introducing a discretionary power to the ADGM
Courts to impose penalties on employers for
failure to pay employees’ entitlements due on
termination

The Regulations and Rules will come into force on
January 1, 2020.
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Source FK&:
adgm.com/media/announcements/adgm-issues-new-
employment-regulations-and-rules

Monetary Authority of Singapore Consults on
Proposed Changes to Regulate Payment Token
Derivatives Traded on Approved Exchanges

On November 20, 2019, the Monetary Authority of
Singapore (MAS) issued a consultation paper proposing
to allow payment token derivatives to be traded on
Approved Exchanges.

There is international institutional investor interest, for
example from hedge funds and asset managers, in
payment tokens such as Bitcoin and Ether. These
institutional investors have a need for a regulated
product to hedge their exposure to the payment tokens.
MAS’ proposal will allow Approved Exchanges in
Singapore to meet the need of investors to manage their
exposure to payment tokens while bringing the activity
under regulatory oversight.

MAS will require Approved Exchanges and licensed
intermediaries to include risk warnings tailored to
payment token derivatives in informational materials
provided to investors.

MAS invites interested parties to submit their comments
by December 20, 2019.
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Source K j&:
mas.gov.sg/news/media-releases/2019/mas-consults-on-
proposed-changes-to-regulate-payment-token-derivatives-
traded-on-approved-exchanges

The Stock Exchange of Hong Kong Limited Issues
Announcement in Relation to the Matter of
Fuguiniao Co., Ltd. Cancellation of Listing

On November 21, 2019, the Stock Exchange of Hong
Kong Limited (the Exchange) announced that with effect
from 9:00 am on November 25, 2019, the listing of the
shares of Fuguiniao Co., Ltd. (Company) (Stock Code:
1819) will be cancelled under Rule 6.01A of Listing
Rules.

Trading in the Company’s shares has been suspended
since September 1, 2016. Under Rule 6.01A, the
Exchange may delist the Company if trading does not
resume by July 31, 2019.

The Company failed to resume trading in its shares by
July 31, 2019. On August 9, 2019, the Listing Committee
decided to cancel the listing of the Company’s shares on
the Exchange under Rule 6.01A.

On August 20, 2019, the Company sought a review of
the Listing Committee’s decision by the Listing Review
Committee. On November 18, 2019, the Listing Review
Committee upheld the decision of the Listing Committee
to cancel the Company’s listing. Accordingly, the
Exchange will cancel the Company’s listing with effect
from 9:00 am on November 25, 2019.
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The Exchange has requested the Company to publish
an announcement on the cancellation of its listing.

The Exchange advises shareholders of the Company
who have any queries about the implications of the
delisting to obtain appropriate professional advice.
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Source FK&:
hkex.com.hk/News/News-
Release/2019/191121news?sc_lang=en

The Stock Exchange of Hong Kong Limited Issues
Announcement in Relation to the Matter of National
Agricultural Holdings Limited Cancellation of
Listing

On November 20, 2019, the Stock Exchange of Hong
Kong Limited (the Exchange) announced that with effect
from 9:00 am on November 22, 2019, the listing of the
shares of National Agricultural Holdings Limited
(Company) (Stock Code: 1236) will be cancelled under
Rule 6.01A of Listing Rules.

Trading in the Company’s shares has been suspended
since March 28, 2017. Under Rule 6.01A, the Exchange

may delist the Company if trading does not resume by
July 31, 2019.

On July 4, 2017, the Securities and Futures Commission
exercised its powers under section 8(1) of the Securities
and Futures (Stock Market Listing) Rules to direct the
Exchange to suspend dealings in the shares of the
Company.

The Company failed to resume trading in its shares by
July 31, 2019. On August 9, 2019, the Listing Committee
decided to cancel the listing of the Company’s shares on
the Exchange under Rule 6.01A.

On August 20, 2019, the Company sought a review of
the Listing Committee’s decision by the Listing Review
Committee. On November 15, 2019, the Listing Review
Committee upheld the decision of the Listing Committee
to cancel the Company’s listing. Accordingly, the
Exchange will cancel the Company’s listing with effect
from 9:00 am on November 22, 2019.

The Exchange has requested the Company to publish
an announcement on the cancellation of its listing.

The Exchange advises shareholders of the Company
who have any queries about the implications of the
delisting to obtain appropriate professional advice.
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U.S. Commodity Futures Trading Commission
Orders Proprietary Trading Firm to Pay Record
US$67.4 Million for Engaging in a Manipulative and
Deceptive Scheme and Spoofing

On November 7, 2019, the U.S. Commodity Futures
Trading Commission (CFTC) issued an order settling
charges against Tower Research Capital LLC (Tower),
a proprietary trading firm, arising from a manipulative
and deceptive scheme, spanning nearly two years and
involving thousands of occasions of spoofing in equity
index futures products traded on the Chicago Mercantile
Exchange and Chicago Board of Trade.

The order finds that Tower, by and through three former
Tower traders, engaged in this unlawful activity while
placing orders for, and trading futures contracts through,
Tower accounts, which benefited Tower financially while
causing US$32,593,849 million in market losses.

The order imposes a total of US$67.4 million against
Tower - the largest total monetary relief ever ordered by
CFTC in a spoofing case.
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Source j&:
cftc.gov/PressRoom/PressReleases/8074-19

Information in this update is for general reference only
and should not be relied on as legal advice.
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