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The Stock Exchange of Hong Kong Limited
Publishes Phase 2 Consultation Paper on
Competitiveness Review of Listing Framework

On September 21, 2026, The Stock Exchange of Hong
Kong Limited (the Exchange), a wholly-owned
subsidiary of Hong Kong Exchanges and Clearing
Limited (HKEX), published a consultation paper seeking
market feedback on proposals to refine the requirements
governing corporate transactions by listed issuers, in
order to enhance the competitiveness of Hong Kong's
listing framework. The proposals form Phase Il of the
Exchange's listing framework competitiveness review
and focus on the post-listing requirements governing
notifiable transactions, connected transactions and spin-
off transactions. The consultation period runs for ten
weeks, closing November 30, 2026.

The proposals are designed to give listed issuers greater
flexibility and efficiency in undertaking corporate
transactions, while preserving shareholder protection
through enhanced disclosure requirements and
continued board accountability for the underlying
decisions. HKEX's Head of Listing, Katherine Ng,
characterised the reform as intended to give issuers
greater certainty and cost and time efficiency in
structuring transactions, with investor protection
maintained through timely, meaningful disclosure and
strong board accountability, framing the initiative as part
of reinforcing Hong Kong's position as a leading
international financial centre.
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Subject

Current
Requirement

Key Proposals

Noti

fiable transactions

1.

Percentage
ratios to
measure
transaction
impact to
issuer

e  Profits ratio,
assets ratio,
revenue ratio and
consideration
ratio, which
respectively
compares the
profits/total
assets / revenue
of the subject
assets as well as
the consideration
for the
transaction with
the profits/total
assets/revenue
and market
capitalisation of
the listed issuer.
An equity capital
ratio, measuring
materiality by the
number of shares
to be issued (if
any) relative to
the listed issuer's
issued shares, is
also one of the
percentage ratios
under the current
regime.

e Transaction
is classified
where one or
more of the
percentage ratios
exceed the
applicable
threshold (see 2
below).

e  Toremove
profits ratio, which
is most likely to
produce
anomalous results
— for example,
where the
transaction target
or the listed issuer
has recorded
losses in its latest
accounts, or the
issuer's financial
position is affected
by exceptional
factors.

e  Toallow
listed issuers to
calculate
consideration ratio
by comparing the
consideration with
the higher of their
market
capitalisation or
their net asset
value. This is also
proposed to apply
to connected
transactions.

Transaction
classification
and materiality
thresholds

e Discloseable
transaction
(where applicable
size tests are
25% but <25%)
requires an
announcement.

e  Major
transaction
(where applicable
size tests are
225% but <75%
for disposal, or
<100% for

e Discloseable
transaction
(where applicable
size tests are 25%
but <50%) is
subject to
enhanced
announcement
disclosure
requirements.

e  Major
transaction
(where applicable
size tests are




acquisition)
requires
announcement,
circular and
shareholders'
approval.

e VSD (Very
Significant
Disposal, size
tests 275%) and
VSA (Very
Significant
Acquisition, size
tests 2100%)
require
announcement,
circular and
shareholders'
approval,
differing from
major

250%) requires
announcement,
circular and
shareholders'
approval. This
increased
threshold will not
apply to
transactions
involving the
provision of
financial
assistance and/or
securities or other
investment
activities, for
which the major
transaction
threshold remains
25%.

. Remove

material delay in
completion.

announcement is
required. This
requirement is
also proposed to
apply to
connected
transactions.

Connected transactions

5.

Definition of
"connected
subsidiary”

Where any
connected
person(s) at the
issuer level can
exercise or
control the
exercise of 210%
of the voting
power in such
subsidiary.

Where any
connected
person(s) at the
issuer level can
exercise or control
the exercise of
230% of the voting
power in such
subsidiary.

Annual caps
for continuing
connected
transactions

Annual caps
must be
expressed in
monetary terms.

To allow annual
caps to be
expressed as a
percentage of a
listed issuer's
revenue and other
financial items in
its audited
accounts, if the
transactions are of
a revenue nature
in the ordinary and
usual course of
business.

Spin-offs

transactions transaction
primarily on the classifications of
scope of financial | VSD and VSA.
information for The circular
inclusion in the disclosure
circular. requirements
currently
applicable to
major
transactions,
VSAs and VSDs
are also proposed
to be aligned.
Transactions Notifiable To exempt
in the ordinary | transaction acquisition or
and usual requirements leasing of assets
course of applicable to in the ordinary and
business transactions of a usual course of
capital nature business of the
and in the listed issuer, which
ordinary and constitutes a
usual course of major transaction,
business of a from the circular
listed issuer. and shareholders'
approval
requirements.
Announcement

requirements

(] Prescribed
information
required for
inclusion in
transaction
announcement,
with additional
information to be
provided in
circular where
shareholders'
approval is
required.

(] Further
announcement
required where a
transaction
previously
announced is
terminated, or
there is any
material variation
of its terms or

e  Torequire all
notifiable
transaction
announcements to
disclose, among
others, material
transaction terms,
key financial
information of the
target and an
explanation of the
transaction
impact. This
requirement is
also proposed to
apply to
connected
transactions.

e  Tointroduce
additional
prescribed
situations where a
further

7.

Regulatory
process for
spin-offs

All spin-off
proposals can
only proceed with
the Exchange's
prior approval.

To introduce a
self-assessment
route without the
Exchange's prior
approval for
eligible listed
issuers that:
comply with
Practice Note 15
to the Main Board
Listing Rules
(PN15), under
which a spin-off
must not result in
one business
supporting two
listings, thereby
avoiding shell
creation; have
market
capitalisation of
=HK$10 billion
and revenue of
>HK$1 billion; and
have remaining
business whose
revenue and
assets account
for >50% of the
issuer group's total
revenue and
assets.

Announcement
requirements

No specific
content
requirement.

To introduce
specific disclosure
requirements.

Assured
entitlement

Requirement to
provide existing
shareholders with

To remove this
requirement.




an assured
entitlement to
shares in the

SpinCo.

10. | Moratorium A spin-off To shorten from
period for proposal would three years to one
spin-offs after not normally be year after the
listing considered within | initial listing of the

three years of the | ParentCo during
initial listing. which a spin-off
listing application
should not be
filed.
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https://www.hkex.com.hk/news/regulatory-
announcements/2026/260921news?sc_lang=en
https://www.hkex.com.hk/-/media/HKEX-
Market/News/Market-Consultations/2016-
Present/September-2026-Competitiveness-Review-
Phase2/Consultation-Paper/cp202609.pdf

Hong Kong Government Publishes 2026 Policy
Address to Advance Capital-Market, Financial-
Innovation and Commodity-Trading Initiatives

On September 16, 2026, Hong Kong Chief Executive
John Lee delivered the 2026 Policy Address, setting out
measures to reinforce Hong Kong's position as an
international financial centre across four areas: stock-
market and overseas-listing reform, offshore Renminbi
(RMB) and cross-border bond-market development,
tokenisation testing of Exchange Fund Bills, and the
establishment of an international gold and commaodity-
trading ecosystem supported by dedicated tax,
infrastructure and market-connectivity measures.

Stock-Market and Overseas-Listing Reforms Centre on
Prospectus Disclosure and Chapter 18C

The Hong Kong Government will commence
consultation on streamlining prospectus disclosure
requirements to facilitate the listing of quality overseas
enterprises in Hong Kong, as part of a broader mandate
to consolidate the leading position of Hong Kong's stock
market. Separately, Hong Kong Exchanges and
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Clearing Limited (HKEX) will consider enhancements to
Chapter 18C of the Listing Rules to attract enterprises in
emerging industries, including aviation and aerospace,
to raise capital in Hong Kong, consolidating Hong
Kong's position as a financing hub for new economy
enterprises. The Hong Kong Investment Corporation
Limited (HKIC) will deploy patient capital to support
future industry development in this category, and the
Hong Kong Insurance Authority (IA), together with the
industry, will study risks and insurance products related
to commercial aerospace development.

Offshore RMB and Cross-Border Bond-Market
Connectivity Are Expanded

On RMB business, the Currency Swap Agreement with
the People's Bank of China will be enhanced, and
arrangements for direct exchange between offshore
RMB and other currencies will be explored. On bonds,
connectivity  between Hong Kong's Central
Moneymarkets Unit (CMU) and markets across Europe,
the Americas, the Middle East, Central Asia and ASEAN
will be strengthened.

Exchange Fund Bill Tokenisation Moves to Testing

As part of its forward planning for emerging sectors such
as tokenised products, the Hong Kong Government will
conduct tests on the tokenisation of Exchange Fund Bills,
constituting a distinct financial-innovation workstream
alongside the stock and bond-market initiatives
described above.

Specialty Insurance Develops around Gold, Commodity
and Green-Fuel Exposures

The Hong Kong IA will develop specialty insurance
products to meet the needs of emerging industries,
covering gold storage, commodity trading and green-
fuel bunkering, among other lines.

A Gold and Commodity-Trading Ecosystem Is Built on
Tax, Infrastructure and Market-Connectivity Measures

A half-rate tax concession for physical commodity
trading has been implemented to attract commodity
traders to establish or expand operations in Hong Kong,
with further tax concessions for qualifying activities
within the gold and commodity trading ecosystem to be
explored for consultation with the Hong Kong Legislative
Council (LegCo) next year. On infrastructure, details of
new Renminbi-denominated, physically settled gold
futures contracts will be announced, and the Hong Kong
Government will explore increasing the Exchange
Fund's gold holdings and gradually transferring physical
gold holdings to vaults designated by Hong Kong
Precious Metals Central Clearing Company Limited. On
market connectivity, a Joint Working Group on

Commodity Trading will be established to identify market
opportunities and prospects for cross-exchange
collaboration.

The Chapter 18C enhancement remains under
consideration rather than confirmed, the prospectus
disclosure reform is at consultation stage, and the
commodity-tax concession beyond the half-rate
baseline awaits 2027 consultation with Hong Kong
LegCo.
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Hong Kong Securities and Futures Commission
Unveils Strategic Action Plan to Support Hong
Kong’s First Five-Year Plan and Policy Address in
Promoting Capital Market Development

On September 23, 2026, the Hong Kong Securities and
Futures Commission (SFC) unveiled a strategic action
plan supporting the implementation of Hong Kong'’s First
Five-Year Plan and the latest Policy Address, rolling out
a series of short-, medium-, and long-term measures to
drive high-quality development of Hong Kong’s capital
market. The action plan covers key areas including
market development, RMB internationalisation, Connect
Schemes, wealth management, risk management,
market quality, and financial security. The framework
establishes structural updates across capital market
infrastructure, cross-border connectivity, fixed income
settlement, listing rules, and digital asset regulation,
defining operational requirements for institutional market
participants, listed issuers, and financial intermediaries.

Expanding Renminbi Ecosystem and Cross-Border
Market Access

The action plan enforces the broadening of the offshore
renminbi (RMB) ecosystem through targeted integration
with Chinese Mainland markets. By July 1, 2027, an
RMB trading counter will be launched under the
southbound trading linkage of Stock Connect.
Implementation of Real Estate Investment Trust (REIT)

Connect is targeted for the first half of 2027.
Amendments to Code on Unit Trust and Mutual Funds
and regulations governing REIT privatizations and
schemes of arrangement introduce a stamp duty waiver
for transferring non-residential properties into REITs.

Cross-border Exchange-Traded Fund (ETF)
connectivity expands through specific institutional
capital channels:

e On September 21, 2026, National Financial
Regulatory Administration (NFRA) authorization
enabled Mainland insurance funds to invest in
Hong Kong-listed ETFs via ETF Connect.

e Hong Kong ETFs holding up to 40%
international equities (60/40 ETFs) remain
eligible for Southbound Stock Connect trading,
with 10 of 31 eligible Hong Kong ETFs currently
operating under this standard.

e Frameworks direct increased allocations by
Mainland public funds and Hong Kong
Mandatory Provident Fund (MPF) schemes into
SFC-authorized ETFs.

e Mutual Recognition of Funds (MRF)
arrangements expand internationally, building
on the memorandum of understanding signed
with Securities Commission Malaysia and
cross-listing milestones such as the Hong Kong
equity ETF listed on Saudi Exchange.

e Primary and secondary listing eligibility expands
to cover Belt and Road and Southeast Asian
enterprises, advancing the inclusion of
qualifying exchanges from Kazakhstan.

Upgrading Fixed Income Infrastructure and Collateral
Mechanics

Institutional clearing frameworks expand eligible margin
collateral to optimize capital efficiency. By November
2026, HKFE Clearing Corporation Limited (HKCC) and
The SEHK Options Clearing House Limited (SEOCH)
will accept onshore China Government Bonds (CGBs)
as margin collateral, aligning with OTC Clear where
onshore CGBs and policy bank bonds comprise 19% of
cleared derivatives margin collateral. Simultaneously,
SFC collaborates with Hong Kong Monetary Authority
(HKMA) and Hong Kong Exchanges and Clearing
Limited (HKEX) to establish an electronic Fixed Income
and Currency (FIC) trading platform, explore
interoperability between Central Clearing and
Settlement System (CCASS) and Central
Moneymarkets Unit (CMU), introduce a central
counterparty for clearing repo transactions, and launch
a new Swap Connect reference rate within 2027.

Compressing Settlement Cycles and Reforming Listing
Frameworks
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Operational market mechanics transition to a T+1
settlement cycle supported by an uncertificated
securities market regime. Trading efficiency measures
build on phase-one minimum trading spread reductions
across 300 stocks, which narrowed bid-ask spreads by
38% and improved execution speed by 26%.

Listing disclosure rules and corporate governance
frameworks undergo systematic recalibration:

e On September 21, 2026, The Stock Exchange
of Hong Kong Limited published a consultation
paper proposing relaxed thresholds for major
transactions, notifiable transactions, connected
transactions, and spin-offs.

e In the first half of 2027, SFC will consult on
streamlining prospectus disclosure
requirements by consolidating statutory
requirements into Listing Rules and enabling
statutory incorporation by reference via a central
database.

o Regulatory reviews cover specialist technology
listing regime and GEM Listing Rules, combined
with enhanced sponsor scrutiny regarding IPO
document quality and anti-manipulation
enforcement.

Regulating  Digital Assets, Commodities, and
Sustainability

The regulatory perimeter introduces statutory licensing
regimes for digital asset custodians and tokenized
investment products, specifically governing tokenized
gold and real-world assets. Supervisory frameworks
deploy artificial intelligence and CrypTech market
surveillance to enforce cybersecurity and anti-money
laundering compliance. In physical commodities, SFC
supports a gold central clearing and settlement system
established by the Hong Kong Government, refines
over-the-counter derivatives regulation, and introduces
RMB-denominated commodity futures. Frameworks
also support International Sustainability Standards
Board (ISSB) disclosure implementation.

The transition to T+1 settlement cycles, expanded digital
asset licensing, and the integration of onshore Chinese
sovereign debt into clearinghouse margin pools directly
alters liquidity management and operational compliance
for global market participants. By removing statutory
disclosure redundancies and integrating RMB collateral
directly into market clearing infrastructure, the regulatory
overhaul shifts capital allocation parameters and
reinforces Hong Kong as the primary execution, risk
management, and clearing nexus for international
capital flows.
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Hong Kong Securities and Futures Commission
Issues Circular Mandating Enhanced Disclosure for
Funds with Private Market Exposure

On September 3, 2026, Hong Kong Securities and
Futures Commission (SFC) issued a circular imposing
enhanced disclosure obligations on management
companies of Hong Kong SFC-authorised funds (Funds)
that carry direct or indirect exposure to private credit and
private equity (collectively, private market assets). The
circular establishes a quantitative threshold for
classifying such Funds as complex products and
extends heightened distribution and target-market
requirements to Funds that cross it. The regime applies
to all SFC-authorised Funds offered to the Hong Kong
public, excluding listed closed-ended alternative asset
funds.

Scope of Private Market Exposure

Direct exposure covers bank or non-bank direct lending
in the form of loans or equities to unlisted companies,
which remains capped at 15% of a Fund's net asset
value (NAV) under section 7.3 of the Code on Unit
Trusts and Mutual Funds (UT Code). Indirect exposure
is broader and non-exhaustive, encompassing
investments in business development companies
(BDCs)—close-ended funds registered under the US
Investment Company Act of 1940 that invest in debt and
equity of small and mid-sized US companies;
collateralised loan obligations (CLOs)—securities
backed by pools of leveraged or broadly syndicated
loans, or direct lending to unlisted companies; and
financial derivative instruments, including Total Return
Swaps (TRSs) referencing leveraged or syndicated loan
indices, and Significant Risk Transfers (SRTs) with
underlying corporate loan assets.

Enhanced Disclosure Requirements

Fund offering documents, including the key facts
statement (KFS), must now clearly disclose:

e the extent and means of access of exposure (for
example, the percentage of NAV invested in
listed BDCs, or the percentage gaining
exposure to private loans via senior CLO
tranches);

e the nature and characteristics of underlying
private market assets (for example, the
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minimum credit rating of CLOs held, or the
composition of a TRS reference index); and

o the specific risks associated with each exposure
type and their impact on the Fund and its
investors, including how limited liquidity and
valuation uncertainty in underlying assets can
affect Fund NAV.

Complex Product Designation Threshold

A Fund is automatically classified as a complex product
where aggregate direct and indirect exposure to private
market assets reaches 50% or more of NAV. Below that
threshold, Hong Kong SFC retains discretion to impose
the designation on a case-by-case basis, weighing: the
aggregate exposure level; the Fund's investment
strategy, portfolio composition, and liquidity or risk
profile; the extent, nature and characteristics of the
specific asset types held (such as CLO tranche seniority
and credit ratings, or SRT structure and underlying
assets); and any distribution restrictions imposed by the
Fund's home regulators. Complex product status
triggers the prevailing sale requirements under
paragraph 5.5 of the Code of Conduct for Persons
Licensed by or Registered with the SFC and Chapter 6
of the Guidelines on Online Distribution and Advisory
Platforms, requiring suitability assessment irrespective
of whether solicitation or recommendation occurs.

Target Market, Distribution and Authorisation
Consequences

Fund managers must identify a target market ensuring
the Fund's investment objectives and risk/return profile
match investor needs and risk appetite, consistent with
the Guidance on Internal Product Approval Process.
Distributors selected must possess sufficient product
knowledge to understand the Fund, including its
complex product status, and to assign and advise on an
appropriate risk rating. Marketing materials must
independently satisfy the Advertising Guidelines
Applicable to Collective Investment Schemes
Authorized under the Product Codes, requiring fair and
balanced risk presentation. New Fund applications
carrying private market exposure face closer Hong Kong
SFC scrutiny and may be excluded from the Fund
Authorisation Simple Track (FASTrack). Existing Funds
with such exposure must undergo manager review,
offering document updates as soon as practicable, and
confirmed communication with distributors.

The circular converts an area of previously implicit
supervisory judgment into a hard 50% NAV threshold,
meaning portfolio construction decisions around BDC,
CLO, TRS and SRT allocations now carry direct,
quantifiable regulatory classification consequences
rather than discretionary risk assessment alone. Global
managers distributing Hong Kong-authorised retail

Funds with any private market sleeve must treat offering
document architecture, KFS risk narratives and
distributor due diligence protocols as immediately live
compliance exposures—not future action items—since
NAV growth within these allocations can independently
convert a standard retail product into a complex product
overnight.
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Hong Kong Securities and Futures Commission
Quarterly Report Shows Continued Market Activity,
Deeper Mainland Connectivity and Further
Development of the Digital Asset Ecosystem

On August 26, 2026, the Hong Kong Securities and
Futures Commission (SFC) published its Quarterly
Report covering the period from April to June 2026. The

report shows that Hong Kong's capital markets
maintained strong momentum despite continued
volatility in global markets. Key developments during the
quarter included sustained southbound inflows under
Stock Connect, an active initial public offering market,
further expansion of exchange-traded products, and
continued development of Hong Kong’s offshore
renminbi and digital asset ecosystems.

The report also reflects the SFC’s continued focus on
investor protection while promoting market development
and financial innovation. In addition to deepening mutual
market access and broadening the range of investment
products available in Hong Kong, the SFC strengthened
its supervision of client onboarding, cybersecurity and
intermediaries’ internal controls, while continuing to
combat corporate misconduct, insider dealing and other
forms of market misconduct.

Mainland Connectivity and Offshore Renminbi Risk
Management

In the first half of 2026, southbound trading under Stock
Connect recorded cumulative net inflows of HK$301
billion. As of the end of June 2026, southbound trading
had recorded net inflows for 34 consecutive months, the
longest streak since the launch of Stock Connect. Since
the program was introduced in 2014, southbound trading
has brought more than HK$5.4 trillion in cumulative net
infows into Hong Kong’s securities market. Average
daily southbound turnover reached HK$123.1 billion in
the first half of 2026, accounting for 21.8% of total
turnover in the Hong Kong market.

The SFC also approved the launch by Hong Kong
Exchanges and Clearing Limited of Five-Year China
Government Bond Futures, which commenced trading
in August 2026. As the only offshore futures product
currently based on China government bonds, the
product has attracted participation from a broad range of
investors. It further strengthens Hong Kong'’s role as a
risk management hub for renminbi assets and supports
the continued internationalization of the renminbi.

Trading under Swap Connect also continued to grow. As
of the end of June 2026, 98 overseas investors had
participated in the program, and the aggregate notional
amount of executed renminbi interest rate swap
transactions had surpassed RMB13.3 ftrillion. Average
daily turnover during the quarter reached RMB28.4
billion, an increase of approximately 50% year over year.
In response to the robust turnover, the SFC and the
People’s Bank of China approved an increase in the
Swap Connect inter-central counterparty margin limit
from RMB4 billion to RMB6 billion, effective in early July
2026.

Active Listing Market and Significant Growth in
Technology-Sector Fundraising
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Hong Kong’s initial public offering market remained
active during the quarter, with 47 new listings raising
approximately HK$100 billion in total, an increase of 12%
from the corresponding period in 2025. Nine Mainland
A-share listed companies completed H-share listings in
Hong Kong, raising more than HKS$50 billion in
aggregate.

As of the end of June 2026, there were 559 active listing
applications, representing a year-over-year increase of
180%. During the quarter, the SFC processed 678 listing
applications, including 186 new applications, and
completed its review of 179 applications in an average
of 28 business days.

Since the Technology Enterprises Channel was
launched in May 2025, the SFC had received 130
applications or inquiries from pre-profit biotechnology
companies and 102 from specialist technology
companies as of the end of June 2026. During the
quarter, 15 specialist technology and biotechnology
companies raised HK$18 billion through listings,
representing year-over-year growth of 420%.

Further Expansion of the Asset and Wealth
Management Market

The market for SFC-authorized exchange-traded funds
and leveraged and inverse products continued to grow.
As of the end of June 2026, 221 SFC-authorized
exchange-traded funds (ETFs) and 29 leveraged and
inverse products were listed in Hong Kong. Their
combined market capitalization reached HK$756.3
billion, an increase of 43.1% year over year. Average
daily turnover during the quarter rose by 42.2% year
over year to HK$51.9 billion.

As of the end of June, 31 Hong Kong ETFs were eligible
for southbound trading under ETF Connect. Average
daily turnover from southbound trading in those ETFs
reached approximately HK$5.2 billion during the quarter.

In June, the SFC revised its regulatory framework for
listed structured funds to expand the product scope to
include single-stock leveraged and inverse products
referencing highly liquid, mega-cap stocks listed in Hong
Kong. The SFC further enhanced the framework in July
2026 by requiring products with highly dynamic capacity
dependent on changing market conditions to adopt a
flexible leverage structure. Through its investor
education materials, the SFC also reminded investors
that these products are primarily intended as daily
trading instruments and should not be held or evaluated
in the same manner as conventional long-term
investment products.

Hong Kong-domiciled funds also continued to grow. As
of the end of June 2026, the number of such funds had

increased by 9% year over year to 1,082, while their
aggregate assets under management rose by 21.6% to
HK$2.5371 trillion. These funds recorded net inflows of
approximately HK$12.3 billion during the quarter. Over
the same period, the number of registered open-ended
fund companies increased by 29.9% year over year to
752.

Digital Assets and Tokenized Investment Products

The SFC continued to develop Hong Kong’s digital asset
regulatory framework under its ASPIRe roadmap. In
May 2026, the SFC and the Hong Kong Financial
Services and the Treasury Bureau published joint
consultation conclusions on the proposed licensing
regimes for providers of virtual asset dealing, custody,
advisory and management services. The authorities will
proceed to finalize the legislative proposals for the new
regulatory regimes under the Anti-Money Laundering
and Counter-Terrorist Financing Ordinance, with the aim
of introducing a bill into the Legislative Council in 2026.

As of the end of June 2026, the SFC had licensed 13
virtual asset trading platforms and was reviewing six
additional platform license applications. The aggregate
market capitalization of Hong Kong’s 11 virtual asset
spot ETFs had increased by 55% since their launch to
US$451 million. Three of those ETFs had also been
permitted to engage in staking through licensed virtual
asset trading platforms.

In May, the SFC issued guidance to facilitate the use and
holding by SFC-authorized funds of fiat-referenced
stablecoins issued under the Stablecoins Ordinance, as
well as tokenized deposits. The SFC also introduced a
regulatory framework to pilot secondary-market trading
of tokenized SFC-authorized open-ended funds on
SFC-licensed virtual asset trading platforms. The
framework covers fair pricing, orderly trading, liquidity
provision and disclosure, with the initial products
expected to focus primarily on tokenized money market
funds.

As of the end of June, 15 tokenized retail investment
products had aggregate assets under management of
HK$10.3 billion, representing year-over-year growth of
280%. During the quarter, the SFC also authorized one
retail money market fund and one gold ETF with
tokenized classes.

Supervision, Enforcement and Investor Protection

The SFC completed a thematic review of the account-
opening practices adopted by selected brokers for
Chinese Mainland investors. The review identified a
number of control failures, including the acceptance of
forged documents during client onboarding and
deficiencies in know-your-client and anti-money
laundering controls. The SFC subsequently issued a
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circular providing guidance to the industry, including
additional measures to be taken when opening accounts
for Chinese Mainland investors.

In response to evolving cybersecurity risks enabled by
frontier artificial intelligence models, the SFC reminded
licensed corporations and licensed virtual asset trading
platforms to maintain robust cybersecurity frameworks
covering patching and vulnerability management,
detection and monitoring, and incident response and
recovery. The SFC also emphasized that senior
management bears primary responsibility for
maintaining institutional cyber resilience and protecting
client assets.

During the quarter, the SFC initiated 12 new inquiries
into listed company affairs under section 179 of the
Securities and Futures Ordinance and commenced 48
new investigations into different forms of misconduct. It
also issued 841 requests to intermediaries for trading
and account records, assessed 178 notifications
concerning suspicious equity and derivatives trading,
identified high shareholding concentration in four listed
companies, and issued restriction notices to seven
brokers prohibiting the withdrawal or transfer of assets
held in specified accounts.

In a significant enforcement development, the SFC
reached an agreement with the auditor of a defunct
listed company under which the auditor agreed to set
aside HK$1 billion to compensate eligible independent
minority shareholders for losses arising from materially
false and misleading financial statements. This marked
the first time that the auditor of a defunct company
agreed to compensate independent  minority
shareholders in such circumstances.
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Hong Kong Stock Exchange Revises GL95-18 to
Strengthen Resumption and Continued-Listing
Requirements

In September 2026, The Stock Exchange of Hong Kong
Limited revised Guidance Letter HKEX-GL95-18 on long
suspension and delisting, materially strengthening the
framework applicable to issuers seeking resumption of
trading.

The revised Guidance Letter expands the internal
control review framework and expressly incorporates
the requirement for an issuer to demonstrate sufficient
operations and assets to warrant its continued listing.
The changes place greater emphasis on substantive
remediation, independent verification of internal controls,
governance oversight, auditor engagement and
continued monitoring after resumption.

Criteria for Resumption

The revised framework makes clear that an issuer
seeking resumption must demonstrate that the material
issues giving rise to the suspension have been
addressed or remedied.

In particular, where material weaknesses in internal
controls are identified, the issuer is expected to engage
an independent internal control consultant to conduct an
independent review and demonstrate that:
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i. material deficiencies relating to the
suspension have been rectified and the
necessary remedial measures implemented;
and

ii. its internal controls are adequate and
effective for their intended purposes and
enable compliance with the Listing Rules
and other applicable legal and regulatory
requirements.

The revised criteria also expressly require the issuer to
demonstrate that it has sufficient operations and assets
to warrant its continued listing. The underlying Rule
13.24 requirement remains that the issuer’s business
must have substance and be viable and sustainable
over the longer term.

Internal Control Review

The revised Guidance Letter provides a more developed
framework for internal control reviews. Concerns about
material internal control weaknesses may arise, for
example, where an issuer has failed to prevent or detect
corporate misconduct, cannot provide sufficient
evidence supporting the completeness or accuracy of its
financial statements, has materially failed to comply with
the Listing Rules, or has failed to disclose material
information to shareholders or potential investors in a
timely manner.

Where an independent review is required, its scope
should be commensurate with the nature and extent of
the issues underlying the suspension. In cases involving
material irregularities, including suspected fraud, the
review is expected to extend beyond the deficiencies
directly giving rise to the suspension and consider
relevant compliance with the Listing Rules and other
legal and regulatory requirements, including financial
reporting, disclosure, notifiable and connected
transactions, and disclosure of inside information. In
other cases, the scope may be more focused.

The consultant should identify material weaknesses,
recommend remedial measures and conduct follow-up
work to assess whether enhanced controls have actually
been implemented and are operating effectively. Where
there is insufficient time to complete this testing before
the resumption deadline, further review after resumption
or enhanced monitoring by the audit committee may be
required.

Governance, Auditor Involvement and Disclosure

The revised framework places significant responsibility
on the audit committee, or an independent committee
where appropriate, to oversee the internal control review.

The committee should independently assess the
consultant’s independence, credentials, qualifications,
experience and resources, agree the scope of work,
critically assess the findings and require further work
where necessary.

The committee should also engage with the issuer’s
auditors at an early stage and ensure that the consultant
takes account of the auditors’ observations and
concerns, including those relating to audit issues and
material deficiencies that contributed to delays in
financial reporting. Before resumption, the committee is
expected to confirm that it has reviewed the internal
control report, considered the auditors’ views and is
satisfied that the relevant deficiencies have been
rectified, remedial measures implemented, and internal
controls made adequate and effective.

The issuer should also make more comprehensive
market disclosures concerning the internal control
review, including its findings and recommendations, the
progress of remedial measures, the views of the
consultant and relevant committee, and any further
action plan. Following resumption, the audit committee
should continue monitoring internal control compliance
and confirm the effectiveness of the controls in the
issuer’s subsequent corporate governance reporting.

18-month Remedial Period Remains Unchanged

The September 2026 revision does not shorten the
existing 18-month remedial period for suspended
issuers. The revised Guidance Letter removes previous
language indicating that The Stock Exchange of Hong
Kong Limited intended to revisit the duration of the fixed
period and might consider shortening it in the future, but
the 18-month period itself remains in place.

The revised Guidance Letter strengthens the
resumption framework by moving the focus beyond
identifying and addressing historical deficiencies to
demonstrating that remediation has been properly
implemented and that the resulting control environment
is effective. For long-suspended issuers, resumption
therefore remains tied not only to resolving the issues
that caused the suspension, but also to independently
testing the effectiveness of the remedial framework,
satisfying governance and audit oversight expectations,
providing enhanced market  disclosure  and
demonstrating that the issuer remains capable of
meeting the requirements for continued listing.
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Market/Listing/Rules-and-Guidance/Archive/Guidance-
Letters/gl95 18.pdf

International Cornerstone Investor Participation in
Hong Kong Initial Public Offerings Reaches a Multi-
Year High, Reinforce Market Confidence

On September 8, 2026, Bonnie Y. Chan, Chief Executive
Officer of Hong Kong Exchanges and Clearing Limited
(HKEX), said at the HKEX China Conference 2026 in
Shanghai that Hong Kong’s initial public offering (IPO)
market had remained strong since the beginning of 2026,
with continued growth in international cornerstone
investor participation. At the same time, Hong Kong’s
secondary market remained active, while market
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demand for cross-market and cross-asset investment
and risk management tools continued to increase.

Hong Kong'’s IPO Market Remains Strong

As of the end of August 2026, 104 companies had listed
in Hong Kong, raising more than HK$340 billion, which
already exceeded the total amount raised in 2025.
Issuers from Southeast Asia, the Middle East and other
regions had also increasingly chosen Hong Kong as
their listing venue. Three of the world’s five largest IPOs
in 2026 were listed in Hong Kong, using the city’s
fundraising platform to access international capital and
support the expansion of their global businesses.

International  Cornerstone  Investor  Participation
Reaches a Multi-Year High

Since the beginning of 2026, the proportion of Hong
Kong IPOs involving international cornerstone investors
has risen to a multi-year high. In addition to traditional
Asian investors, long-term funds from the Middle East,
Europe, North America and other parts of the Asia-
Pacific region have continued to increase their
participation.

Bonnie Y. Chan said this trend not only reflected
international investors’ recognition of the long-term
value of Chinese innovative companies and Chinese
assets, but also demonstrated Hong Kong’s continuing
and distinctive role as an important platform connecting
opportunities in China with global capital.

Secondary-Market Trading Remains at a Historically
High Level

Hong Kong’s secondary market has also demonstrated
strong momentum since the beginning of 2026. During
the first eight months of the year, average daily turnover
in Hong Kong’s cash market exceeded HK$280 billion,
representing year-over-year growth of 14% and
remaining at a historically high level.

Expansion of Index and Exchange-Traded Fund
Products

Beyond the equities market, HKEX is expanding its data
and index business and developing the related product
ecosystem. In 2026, HKEX launched flagship indexes
including the HKEX Tech 100 Index and actively
promoted the development of related exchange-traded
fund products.

These initiatives are intended to further diversify the
range of products available in Hong Kong and provide
investors with additional asset allocation options. HKEX
is also continuing to expand its derivatives ecosystem to

offer investors a broader range of risk management tools.
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Ministry of Finance of the People’s Republic of
China and State Taxation Administration Impose 20%
Individual Income Tax on Dividends Received by
Foreign Individuals from Foreign-Invested
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Enterprises to Affect PRC Investment-Holding
Structures

On September 1, 2026, the Ministry of Finance of the
People’s Republic of China and the State Taxation
Administration issued the Announcement on Matters
Concerning the Individual Income Tax Policy for
Dividends and Bonus Payments Received by Foreign
Individuals (Announcement [2026] No. 27 of the Ministry
of Finance and the State Taxation Administration, the
Announcement) ( {3 FoMEA AR B LLFI AN AFTEH:
BRAXFNNAEY (MBH RED/AE 2026 F
% 27 5). The Announcement clarifies the individual
income tax treatment, withholding obligations, and tax
filing and payment deadlines applicable to dividends and
bonus payments received by foreign individuals from
foreign-invested enterprises.

Under the Announcement, dividends and bonus
payments received by foreign individuals from foreign-
invested enterprises are subject to individual income tax
under the category of “income from interest, dividends,
and bonuses” at a tax rate of 20%.

When a foreign-invested enterprise pays dividends or
bonuses to a foreign individual, it must withhold and
remit the applicable individual income tax and file the
relevant tax return by the 15th day of the month following
the month in which the income is paid. If the foreign-
invested enterprise fails to withhold the tax, the foreign
individual receiving the dividends or bonuses must pay
the tax by June 30 of the year following the year in which
the income is received. If the tax authority issues a
notice requiring payment within a prescribed period, the
foreign individual must pay the tax within the period
specified in the notice.

The Announcement took effect on September 1, 2026.
On the same date, Item 8 of Article 2 of the Notice of the
Ministry of Finance and the State Taxation
Administration on Certain Individual Income Tax Policy
Issues (Cai Shui Zi [1994] No. 20) ( { M EE ERBIL A
BRFAANFREHRETEREAANBHN) (MHRF

(1994) ) was repealed. That provision previously

granted a temporary exemption from individual income
tax for dividends and bonus payments received by
foreign individuals from foreign-invested enterprises.
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The Stock Exchange of Hong Kong Limited
Publishes MD&A Disclosure: Practical Guidance
and Applications to Enhance the Quality and
Usefulness of Listed Issuer Disclosures

In September 2026, The Stock Exchange of Hong Kong
Limited (the Exchange) published, through its Education
Centre, a video titled MD&A Disclosure: Practical
Guidance and Applications, addressing Management
Discussion and Analysis (MD&A) disclosure by listed
issuers. The Hong Kong Listing Rules already require
issuers to provide MD&A commentary covering
business review, liquidity and financial resources, capital
structure, significant investments, and Environmental,
Social and Governance (ESG) performance and policies,
among other prescribed items — these constitute the
minimum disclosure requirements.

The Four Areas

The video addresses four areas issuers can consider
when preparing MD&A disclosure, to help ensure the
existing requirements are met with genuine substance,
rather than through formulaic compliance.

1. Strategy and prospects: disclosure should cover
long-term objectives, as well as the execution
plan, timeline, and milestones for delivering
them.

2. Business review: disclosure should explain the
business model, key external factors affecting
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the business, internal factors, and any
significant events, major transactions, or
strategic pivots occurring during the reporting
period. It should use metrics and key
performance indicators (KPIs) appropriate to
the issuer's industry, shown on a year-on-year
comparison basis, and should discuss material
cost items and other expenses incurred during
the reporting period.

3. Risks and uncertainties: disclosure should
provide an in-depth discussion of the material
risks relevant to the business, their likely
financial impact, and the mitigation measures
adopted.

4. Liquidity and financial resources: disclosure
should give a clear assessment of the issuer's
current liquidity position, how it plans to fulfil its
capital expenditure (CapEx) commitments, and
whether any fundraising is anticipated on the
horizon.

Guidance from the Exchange on annual report
preparation states that disclosure should be fair,
balanced, and understandable — good news and bad
news explained with equal clarity and equal weight.
Directors are encouraged to challenge past disclosure
practices, and where an MD&A section looks similar to
the prior year, to ask whether there is room for
improvement. The standard is that MD&A should be
informative, specific, and balanced.

Recurring Themes Identified in Annual Review

The Exchange regularly publishes an annual review of
reporting. While overall disclosure quality has improved
over the years, this review identifies recurring themes
where issuers fall short: breadth and depth, where
figures are recited without explanation, giving limited
insight into the business model, strategy, and
performance drivers; connectivity, where critical or
material issues highlighted in one part of the annual
report — for example, in the ESG report — are not
reflected in the MD&A section; consistency, where
information or detail disclosed in a prior year disappears
in the current year without explanation; and balance,
where achievements are over-emphasised while risks
and downside challenges are downplayed.

Disclosure Examples Cited

The Exchange cites several examples of good
disclosure practice observed among listed companies in
Hong Kong and other jurisdictions.

Example 1 illustrates tying figures to explanation: where
revenue declined, with one home market broadly flat,
one overseas market taking the biggest hit, and another

market a bright spot, the disclosure explains the specific
factors behind each movement — including lower
consumption and lower prices in one market, and lower
output from operating facilities in another — connecting
every movement in the numbers to a specific reason.

Example 2 illustrates handling risk disclosure as a
dynamic, evolving picture rather than a static checklist,
showing how risk has evolved compared to the prior
year and demonstrating active oversight, presented in a
clean and structured layout.

Example 3 illustrates using a Chief Financial Officer
(CFO) interview format to give a detailed account of how
a company is addressing external challenges, including
the thought process behind incorporating an assumed
percentage impact of external challenges on core profits.

Process Recommendations

Three practical recommendations are given for
improving the MD&A preparation process.

First, MD&A should have strong direction and support
from senior management and the audit committee,
treated not just as a compliance exercise but as a
strategic communication of the company's value
creation narrative; active senior involvement and
internal challenge tend to produce a more balanced view
of risks and opportunities and an improved overall
reporting standard.

Second, MD&A should not be produced in silos — a
formal working committee bringing together the CFO,
audit committee chair, company secretary, head of
investor relations (IR), sustainability leadership, and
head of strategy can produce a more integrated,
connected, and coherent narrative, identifying material
matters earlier.

Third, issuers should conduct proactive outreach to
investors — including larger investors and industry
groups — and participate in investor forums to gather
feedback on the depth of analysis, clarity of key
assumptions, risk sensitivity, and sustainability
integration investors expect, in order to refine the
reporting process and close expectation gaps.

Conclusion

Producing high-quality MD&A has significance that goes
beyond regulatory compliance. MD&A is the opportunity
for investors to hear management's own voice in the
annual report, providing credible and meaningful insight
into performance and future prospects rather than
functioning as a routine compliance checkbox.

Where financial statements present numbers in a
standardised format, the value of MD&A lies in a clear,
balanced, and insightful narrative — explaining what

18



happened, why it happened, the key drivers, material
risks and opportunities, and how these are being
addressed in future strategy. Strong process — visible
leadership from senior management and the audit
committee, cross-functional collaboration, and proactive
investor outreach — is described as the foundation of
effective MD&A.
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Monetary Authority of Singapore Consults on
Legislative Amendments to Implement the
Stablecoin Regulatory Framework to Strengthen
Value Stability and User Protection

On September 1, 2026, the Monetary Authority of
Singapore (MAS) published a consultation paper
seeking feedback on proposed amendments to the
Payment Services Act 2019 (PS Act) to implement
Singapore’s stablecoin regulatory framework. The
proposed amendments will set out how stablecoin
issuers may qualify to be regulated by MAS and the
regulatory requirements they must meet to support the
value stability of their stablecoins and protect users.

Legal Definitions and Regulatory Classification

The proposed amendments will further clarify the legal
classification of stablecoins under the PS Act. MAS
proposes to specify that stablecoins generally fall within
the broader category of digital payment tokens (DPTs),
except where otherwise specifically provided under the
MAS Single-Currency Stablecoin regulatory framework
(MAS-SCS framework).

Stablecoins regulated or recognized under the MAS-
SCS framework will not fall within the definitions of
certain other financial instruments under the PS Act and
other relevant legislation. MAS also proposes
corresponding amendments to the definition of “e-
money” to distinguish more clearly between e-money
and stablecoins and to clarify that fiat-pegged

stablecoins do not constitute e-money for the purposes
of the PS Act.

MAS-SCS Regulatory Framework

The MAS-SCS framework is intended to maintain a high
degree of value stability for regulated single-currency
stablecoins. Under the framework, only issuers that
have obtained the relevant license and satisfy the
applicable regulatory requirements may describe
themselves as “licensed MAS-regulated stablecoin
issuers” and represent the stablecoins they issue as
“MAS-regulated stablecoins.”

The labelling arrangement is intended to help users
distinguish stablecoins that are regulated by MAS and
subject to value stability requirements from other crypto
assets that may be described as “stablecoins” but are
not subject to the same regulatory standards.
Stablecoins that are not regulated under the MAS-SCS
framework will be treated as DPTs and will remain
subject to the existing consumer protection safeguards
applicable to DPTs.

The MAS-SCS framework will cover single-currency
stablecoins issued in Singapore and pegged to the
Singapore dollar or any Group of Ten currency. The
proposed amendments will also clarify that stablecoins
fall within the broader category of DPTs under the PS
Act unless otherwise expressly provided by law.

Muilti-Jurisdictional Issuance of Stablecoins

Recognizing that stablecoin issuance may involve
multiple jurisdictions, MAS proposes to allow
stablecoins jointly issued by a Singapore issuer and a
foreign issuer to be regulated under the MAS-SCS
framework and labelled as “MAS-regulated stablecoins,”
provided that the risks associated with the issuance
arrangement are sufficiently mitigated.

The proposal would allow stablecoins jointly issued
across jurisdictions to qualify for MAS-regulated status
where the applicable regulatory conditions are satisfied.
The consultation paper also seeks feedback on the
regulatory treatment of such arrangements and the
related risk-mitigation measures.

Limited Recognition of Foreign-Issued Stablecoins

Taking into account the potential use of stablecoins in
cross-border wholesale transactions, MAS also
proposes to recognize a limited number of foreign-
issued stablecoins. To qualify for recognition, the
relevant stablecoins must be regulated under a foreign
regulatory framework comparable to Singapore’s
framework.
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Additional Requirements to Safeqguard Financial
Stability

MAS proposes to introduce additional financial stability
requirements under the existing MAS-SCS framework,
including:

e prohibiting the payment of interest on MAS-
regulated stablecoins;

e requiring stablecoin issuers to conduct stress
testing;

e requiring issuers to establish recovery plans;
and

e requiring issuers to establish plans for an
orderly wind-down or orderly cessation of
operations.

Additional Consumer Protection Safeguards

MAS also proposes to impose consumer protection
safeguards on MAS-regulated stablecoin issuers that
are similar to those applicable to existing licensees
under the PS Act.

One proposal would require issuers to safeguard
customer funds received before the relevant stablecoins
are issued. This requirement would apply during the
period after an issuer has received customer funds but
before the corresponding stablecoins have been issued.
Through the proposed safeguarding arrangement, MAS
intends to bring customer funds held during this period
within the scope of regulatory protection.
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Source Ej&:
https://www.mas.gov.sg/news/media-releases/2026/mas-
consults-on-legislative-amendments-to-implement-stablecoin-
regulatory-framework

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