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Hong Kong Exchanges and Clearing Limited Sets
Roadmap for T+1 Settlement Transition in Hong
Kong’s Cash Market

On October 16, 2026, Hong Kong Exchanges and
Clearing Limited (HKEX) published its Consultation
Conclusions on Accelerated Settlement for the Hong
Kong Cash Market, confirming a target implementation
timeline in the second half of 2028, with September 2028
identified as the target date by the Securities and
Futures Commission (SFC). The transition will move
Hong Kong’s securities market from the existing T+2
settlement cycle to T+1, subject to regulatory approval
and market readiness.

Under a T+1 settlement cycle, securities transactions
are settled one business day after the trade date,
compared with two business days under the existing T+2
cycle. The transition aims to reduce settlement risk,
improve capital efficiency and enhance the efficiency
and competitiveness of Hong Kong’s securities market.
The revised timeline reflects market feedback and the
need for coordinated preparation across the market
ecosystem.

Three-Layer Implementation Framework

HKEX will adopt a three-layer implementation
framework to support the market’s transition to T+1. The
framework covers enhancements to HKEX's own post-
trade infrastructure and operating model, the
development of targeted workflow tools and services,
and industry-wide coordination of market practices and
ecosystem readiness.

Layer 1: Enhance post-trade infrastructure and
operating model

HKEX will refine its T+1 settlement operating model by
extending Settlement Instruction processing windows,
introducing additional free-of-payment settlement runs
and providing risk reports earlier. It will also enable real-
time Settlement Instruction processing via an application
programming interface (API) through the Orion Cash
Platform (OCP), including real-time input and status
updates, alongside real-time matching.

Free-of-payment settlement runs enable securities to
move outside regular money payment hours. Together
with extended Settlement Instruction processing
windows, these arrangements will facilitate settlement
preparation during the evening of the trade date and the
morning of the following business day.

These enhancements will affect the timing and
processing of settlement-related activities across the
market. Market participants will need to assess whether
their existing systems, operational workflows and
arrangements with counterparties can accommodate
the shorter settlement cycle and revised processing
windows.

Layer 2: Develop value-added workflow tools to support
market participants

HKEX will develop a Settlement Profile Repository and
Status Dashboard to improve settlement visibility,
automation and the quality of Standing Settlement
Instructions  (SSIs). It will continue engaging
stakeholders on trade matching, settlement automation
and other use cases that may support broader market
adoption.

HKEX will also support the exchange-traded product
(ETP) market’s transition to T+1 by facilitating the
digitalization and standardization of exchange-traded
fund (ETF) primary market creation and redemption
processes under the conversion agent model.

Layer 3: Coordinate industry-wide market practices and
ecosystem readiness

HKEX will facilitate the establishment of industry working
groups and host industry town halls in 2026 to
coordinate end-to-end preparation. This layer addresses
matters extending beyond HKEX’s own infrastructure
and operating model and requires coordination among
market participants, industry associations and other
relevant stakeholders.

Southbound Stock Connect and Regulatory Changes
In accordance with the home market principle,
Southbound Stock Connect transactions will continue to

follow Hong Kong's settlement arrangements and
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transition to T+1. HKEX will work with China Securities
Depository and Clearing Corporation and relevant
stakeholders to facilitate an orderly transition.

The transition will also require consequential
amendments to relevant rules and procedures. The SFC
will continue working with HKEX on the necessary
amendments and implementation arrangements.

HKEX has published an Information Paper to support
market preparations and will provide further technical
specifications on a dedicated webpage. Industry-wide
testing and readiness assessments will be conducted at
a later stage to familiarize market participants with the
new and updated arrangements. The exact
implementation date remains subject to regulatory
approval and market readiness.

Remarks

The transition to T+1 represents a market-wide
operational change affecting listed companies, brokers,
custodians, investment managers, financial institutions
and other participants involved in securities settlement.
Early assessment of system capabilities, Settlement
Instruction processing, settlement workflows, SSI data
quality and arrangements with counterparties and
service providers will be relevant to implementation
planning. Market participants will also need to monitor
forthcoming technical specifications, consequential rule
amendments and industry-wide testing arrangements as
HKEX and the SFC progress towards the targeted
September 2028 implementation.
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Hong Kong Exchanges and Clearing Limited
Expands Integrated Fund Platform Infrastructure to
Streamline Regional Fund Distribution Lifecycles

On October 28, 2026, Hong Kong Exchanges and
Clearing Limited (HKEX) launched Platform and
Nominee Services on its Integrated Fund Platform
(Hong Kong |IFP). This operational expansion
establishes a business-to-business market
infrastructure connecting distributors, fund managers,
transfer agents, and other participants through
standardized workflows across onboarding, order
processing, settlement, payments, reconciliation, and
reporting.

The deployment of Platform and Nominee Services
builds upon the Fund Repository launched in December
2024 and the Order Routing Service launched in July
2025. The platform expands capabilities across the fund
distribution lifecycle through master distribution,
nominee, and administrative services. Its participant
base has grown from an initial cohort of 33 participants
at the launch of the Order Routing Service to over 60
distributors, fund houses, and transfer agents.
Integrated Fund Platform Limited is a member of HKEX
Group and is licensed by Hong Kong Securities and
Futures Commission (SFC) to carry out Type 1
regulated activity under Central Entity number BVK386.

Functional mechanics and operational scope

The platform provides an operating framework designed
to streamline processes across fund distribution
lifecycles. Its specific functional scope includes:

e Holding and administration of fund units or
shares;

e Streamlining cash flows for payment and
settlement; and

e Simplifying  reconciliation and  reporting
processes.

Developed in collaboration with Hong Kong Special
Administrative Region Government, SFC, and industry
stakeholders, the platform supports efforts to strengthen
the fund distribution ecosystem in Hong Kong.

The expansion of Platform and Nominee Services
centralizes fund distribution workflows into a regulated
market infrastructure. By unifying master distribution,
holding, settlement, and reporting functions, the platform
alters operational workflows for distributors and fund
managers operating within the Hong Kong asset and
wealth management industry.
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Hong Kong Securities and Futures Commission,
Accounting and Financial Reporting Council, and
The Stock Exchange of Hong Kong Limited Issue
Joint Statement on Disclaimers of Opinion Relating
Solely to Going Concern

On October 8, 2026, the Hong Kong Securities and
Futures Commission (SFC), the Accounting and
Financial Reporting Council (AFRC), and The Stock
Exchange of Hong Kong Limited (the Exchange) issued
a joint statement in response to the increasing number
of listed issuers publishing financial statements with a
disclaimer of audit opinion solely relating to going
concern. The statement clarifies the regulators’
expectations of listed issuers’ management, audit
committees, and auditors, with the aim of improving the
quality and reliability of financial reporting and ensuring
that investors receive sufficient, specific, and timely
information.

Regulatory Background

Under Rule 13.50A of the Main Board Listing Rules and
Rule 17.49B of the GEM Listing Rules, trading in a listed
issuer’s securities will normally be suspended if it
publishes financial statements with a disclaimer of
opinion or an adverse opinion. An exception applies
where the opinion relates solely to going concern.

The exception was introduced to avoid prolonged
suspensions that could restrict investors’ ability to exit
their holdings and impair an issuer’s ability to raise funds
or comply with debt covenants. However, the regulators
expect the underlying going-concern issues to be
resolved within a reasonable period.

Since the suspension requirements were amended in
2019, the number of listed issuers receiving a disclaimer
of opinion solely relating to going concern has increased
from 12 in 2017 to 95 in 2025. Of these, 65 issuers had
been subject to such a disclaimer for more than one year,
with the longest-running case lasting 14 years.

The regulators have also observed that some issuers’
disclosures are overly generic and fail to adequately
explain the assumptions underlying their going concern

assessments, the feasibility of their action plans, or the
actual progress made in implementing those plans.

Expectations for Management

Management should prepare a robust and
comprehensive going concern assessment supported
by reasonable assumptions, reliable data, and feasible
action plans.

Where an issuer’s financial statements contain a
relevant disclaimer of opinion, the issuer should disclose
in its annual report and quarterly update announcements:

e the facts and circumstances giving rise to the
disclaimer;

e the specific measures proposed to address the
going concern issues;

e the implementation timeline and expected cash
flow impact of the action plans;

e actual implementation progress and any
material deviations or revisions; and

e concrete evidence supporting the feasibility of
the plans.

Expectations for Audit Committees

Audit committees should critically review and challenge
management’s going concern assessment rather than
merely recording that the relevant matters have been
discussed.

They should proactively engage with management and
auditors, assess whether action plans and key
assumptions are adequately supported, and monitor the
implementation of those plans. Where actual
performance materially deviates from forecasts, the
audit committee should require management to explain
the reasons, revise the plans where necessary, and
ensure that the changes are disclosed promptly.

If the auditor raises concerns but the audit committee
nevertheless concurs with management’s assessment,
the issuer’s annual report should clearly explain the
auditor’s concerns, the audit committee’s assessment,
and the specific basis for its conclusion.

Expectations for Auditors

Auditors should critically evaluate management’s going
concern assessment, including the underlying
assumptions, data, cash flow forecasts, and action plans.
Any deficiencies in the assessment or supporting
evidence should be communicated promptly to
management and the audit committee.

Before issuing a disclaimer of opinion, auditors should
distinguish between uncertainty regarding the outcome
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of management’s plans and an inability to obtain
sufficient appropriate audit evidence. They should also
consider whether the required evidence can be obtained
through alternative audit procedures.

Where a disclaimer of opinion is ultimately issued, the
auditor should clearly identify the areas for which
sufficient evidence could not be obtained, the audit
procedures performed, and why the available evidence
was considered insufficient. A disclaimer relating solely
to going concern does not relieve the auditor of its
responsibility to perform the necessary audit work on
other areas of the financial statements.

Potential Regulatory Consequences

The SFC, the AFRC, and the Exchange will continue to
monitor how listed issuers, their management, audit
committees, and auditors discharge their respective
responsibilities. Where misconduct or noncompliance is
identified, including false or misleading disclosures or
material misstatements caused by omissions, the
regulators may take appropriate regulatory, disciplinary,
or enforcement action under the applicable legislation
and the Listing Rules.

If no significant improvement is observed, the Exchange
may consider amending the Listing Rules, including by
requiring the suspension of listed issuers whose
financial statements contain a disclaimer of opinion
solely relating to going concern. This remains a possible
future regulatory measure and is not currently an
effective requirement.
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Hong Kong Securities and Futures Commission
Strengthens Targeted Enforcement Tools to
Address IPO-Related and Other Corporate
Misconduct

On October 12, 2026, the Hong Kong Securities and
Futures Commission (SFC) published its consultation
conclusions on proposed amendments to the Securities
and Futures (Stock Market Listing) Rules (SMLR). The
amendments aim to strengthen the SFC'’s targeted
regulatory tools for initial public offering (IPO) cases and
post-listing matters, enhancing regulatory efficiency and
investor protection in Hong Kong’s listing market.
Subject to the legislative process, the amended SMLR
and related amendments to the Securities and Futures
Ordinance (SFO) are expected to take effect in the first
quarter of 2027.

The consultation concluded on May 23, 2025, and the
SFC received 16 submissions from industry
associations, law firms, and advisory and professional
bodies. Following general market support for the
proposals, the SFC will proceed with the amendments,
incorporating clarifications and minor refinements in
response to respondents’ comments.

Expanded Conditions and Trading Suspension
Alternatives

The amendments will enable the SFC to impose
conditions on listing applicants that may continue to
apply after listing. This will allow regulatory conditions
imposed at the application stage to remain applicable
following admission to listing, where appropriate.

The SFC will also be empowered to impose post-listing
conditions on listed issuers as an alternative to
immediate trading suspension. This provides a more
targeted regulatory option in addressing relevant
misconduct or risks, rather than relying solely on
suspension of trading. The amendments also seek to
streamline procedures for resumption of trading.

These changes will expand the SFC’s available
regulatory responses to IPO-related cases and post-
listing matters. For listing applicants and listed issuers,
the scope and duration of regulatory conditions, as well
as the implications of those conditions for ongoing
compliance and operations, will become important
considerations when addressing matters falling within
the SMLR.

Independent Review by the Securities and Futures
Appeals Tribunal

The amendments will introduce a new mechanism for
independent merits review by the Securities and Futures
Appeals Tribunal (SFAT). The mechanism will cover
relevant SFC decisions made under the SMLR,
including decisions relating to the imposition of
conditions, trading suspension and resumption.

The new review mechanism is intended to strengthen
procedural fairness and transparency in the exercise of
the SFC’s powers. To implement the expanded review
framework, Schedule 8 to the SFO will also be amended
to extend the scope of specified decisions reviewable by
the SFAT to cover additional decisions made by the SFC
under the SMLR.

The proposed changes therefore involve both an
expansion of the SFC’s regulatory toolkit and a
corresponding extension of the independent review
mechanism applicable to specified regulatory decisions.

Legislative Process and Implementation

The SFC will arrange for the notice concerning the
SMLR amendments to be gazetted together with the
Government’'s notice concerning amendments to
Schedule 8 to the SFO. Both notices will be tabled
before the Legislative Council for negative vetting in the
near future. The anticipated commencement date in the
first quarter of 2027 remains subject to the legislative
process.

The proposed amendments will give the SFC more
targeted and proportionate tools to address emerging
risks in IPO cases and post-listing matters, while
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introducing an independent merits review mechanism
for specified decisions. Listing applicants, listed issuers
and their legal advisers should take account of the
proposed changes when assessing regulatory exposure,
potential post-listing conditions and the implications of
trading suspension or resumption decisions.
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Hong Kong Securities and Futures Commission and
Accounting and Financial Reporting Council Sign
New MoU to Extend Regulatory Oversight of
Licensed Firms and Funds

On September 28, 2026, the Hong Kong Securities and
Futures Commission (SFC) and the Accounting and
Financial Reporting Council (AFRC) signed a new
Memorandum of Understanding (MoU), expanding their
regulatory cooperation beyond the financial reporting of
listed entities and related audit work to cover licensed
firms, virtual asset service providers, and funds.

Expanded Scope of Regulatory Cooperation

The new MoU covers the financial and compliance
reporting of the following regulated entities, as well as
related audit and assurance work performed by their
auditors:

e licensed corporations;

e virtual asset service providers licensed by the
SFC;

e SFC-authorized collective investment schemes;

e registered open-ended fund companies; and

e listed entities and related financial reporting
matters.

The MoU also covers professional accountants, public
interest entity auditors, and non-public interest entity
auditors regulated by the AFRC. Through a clearer
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framework for cooperation, the two regulators will
monitor whether the relevant entities and professionals
comply with applicable financial reporting, compliance
reporting, audit, and assurance standards.

Two-Way Case Referral Mechanism

If, in performing its functions under the Securities and
Futures Ordinance or the Anti-Money Laundering and
Counter-Terrorist Financing Ordinance, the SFC
identifies a matter that may fall within the AFRC’s
regulatory remit, it will refer the matter to the AFRC for
consideration of appropriate follow-up action. This may
include cases in which an auditor or accounting
professional may have failed to observe applicable
professional standards.

Conversely, if the AFRC identifies a matter that may
involve  noncompliance  with SFC  regulatory
requirements by a listed entity, licensed firm, authorized
collective investment scheme, or registered open-ended
fund company, it will refer the matter to the SFC. To the
extent permitted by applicable law, the receiving
regulator will inform the other party of its decision on the
referral and the reasons for that decision.

Coordination  of  Overlapping  Regulatory  and
Enforcement Actions

For matters involving overlapping regulatory jurisdiction
or issues of mutual interest, the SFC and the AFRC will
regularly consider which regulator has the more
appropriate functions and powers to lead any necessary
enforcement action. They will also seek to avoid
subjecting the same regulated entity to unnecessary
concurrent enforcement actions by both regulators in
relation to the same issue.

Where both regulators are handling the same matter,
they will communicate with each other regarding
significant investigative or enforcement steps, including:

e interviewing key witnesses;

e requiring the production of substantial volumes
of documents;

e executing search warrants; and

e instituting legal proceedings or otherwise
disposing of a matter.

If a proposed action by one regulator may prejudice the
investigation or enforcement work of the other, the
regulators will coordinate how the action should proceed
and determine which party should undertake it, with a
view to reducing regulatory conflict and duplication.

Coordinated Investigations and Inspections

For significant and urgent cases falling within the
functions of both regulators, the SFC and the AFRC may
conduct coordinated investigations or inspections to
minimize duplicated efforts, improve the use of
regulatory resources, and enhance the effectiveness of
their work.

Once a coordinated investigation or inspection begins,
the regulators may establish a task force to formulate
investigation or inspection plans, allocate
responsibilities, coordinate evidence collection, and
periodically review progress. Before publishing
information concerning a coordinated investigation or
inspection, the regulators will also consult each other to
coordinate the timing and content of the announcement.

Enhanced Information Sharing and Professional
Assistance

To the extent permitted by applicable laws, the SFC and
the AFRC will exchange information that may assist
them in performing their respective statutory functions.
Each regulator may also notify the other of proposed
policies or guidelines that could have a significant impact
on the other regulator’s work.

The regulators may provide technical and professional
assistance to each other on a case-by-case basis,
including advice from accounting, market, or industry
experts. They also intend to coordinate training
initiatives and organize joint training opportunities to
strengthen their staff's ability to address cross-sector
financial reporting, audit, and compliance issues.

Overall, the new MoU expands the regulators’ previous
cooperation, which focused primarily on the financial
reporting of listed entities, to encompass a broader
range of securities, virtual asset, and fund-related
activities.

BRIISRHRESEEZAS ST RMFILBREE
ENMRBESER, FRESHET REFEVNARESH
55T

2026 F9 8 28H, BAUFSEPRESKHEZAR (L
BR) SRITERMELRE (2ME) £2F (REE
Mi)) BRI EESFHE LT REYESTREE

XETLE, FREFENME. ENRTRSREHER

P ABELIETE

M ARBETR) HEUTXEEXENYSLRES
ACIR, MEEHARSE XRCRF RO EITFEIE T

o FFREEMA,



o RIELESRMHENAZRSRLEE,
o IEBRINTTMEARETTR

o CIMAMAEERNT,

o ISR HEMBRMEICRED.

ETETRERMBEENRITTYAL. AKFMESE
BAZER R IEARF ELEZEIPNE L TE. WITH
B EEMAMEN S, BEEEXXERTVALES
BFEANYELR. S0, HITREIERAE,

BRI FENH

IMEB=ERT QEFEBEEA) S FTHxHREE
WA TAREEERD) THREN, RUREITTEE
TEWRENEESTEE, ozt Ev AL 6
REEFEANTUIRE EESBIENREXIME
ZIRREERFITE .

R, WEMBERTIRFNAUEEM ISR L
MR, VM, IATRERF T WEOIMARIE
ERNTRABTIELZLEENE, SMBABIENRE

REER . BRMERN—TREEREZEATHEER

E B - AELERERIER,
HEE L ERZ{T)

NTFRGTHEENRESHHARINED, EER5S
WG EMTEEB—TESHERAIEE, FREE
% B — % I B LR A [F — = U A B i 6] B X W
BENMBPUET.

mWMARAER—FR, BREEARTSXBMNTE
HER®E, 8

o ZRKREIEAN,

o EREXREXMH,

o MITHRES,

o REZEEFIMHMITALENE.

WM—JT LRI TR T e 5 — TR IBE S HUE TIE,

RITBHEBERTHOLRTNE AT, MERE
EHMREERTIE.

JHREEHERKEE
NFEMSERFTRENEREERNR, EEE5%
WEYUARMABESEE, WRPIEEE, HiEs
BE R E AR ZRE L.

X RMASTEE, IR ETNA, fIEBRESe
Bitil. WasE. EIERERSE, FEHRA T E#

E. BAEAGERGBAEIREFTRNERF, T2
AR HRERRE.

METERZR TN

HEERZFEATEER, RARBIHREHTETEE
EERENER HURTENA—TTEEIES4EE
TN BRSIES IR ATTEH @A,

WH IR RN RBFBRUBIATNLZ LN, BFEFIT.
THHTLERER, FEE)IITTY REDEEEII
MRS B ARLEBEREY LR, St & aH6#R
AIRE ST

BEME, HESEBERTRREIRES EHLEYS
CIREEE, VYREE ZMIES. ENAFERESE
B

Sources XiR&:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-
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Hong Kong Securities and Futures Commission's
Takeovers Bulletin Clarifies Concert Party
Assessment for Government or State-owned
Entities and Reminds on Implications of the
Uncertificated Securities Market Regime

In September 2026, the Hong Kong Securities and
Futures Commission (SFC) published Issue No. 78 of its
Takeovers Bulletin, clarifying the assessment of whether
government or state-owned entities (GSOEs) should be
regarded as acting in concert under the Codes on
Takeovers and Mergers and Share Buy-backs (the
Codes). The bulletin also reminds offerors and their
advisers of the implications of the uncertificated
securities market (USM) regime, which is scheduled to
launch on November 16, 2026.

The SFC's September 2026 Takeovers Bulletin
highlights two important considerations for takeover
transactions: the fact-based assessment of concert
party relationships involving GSOEs and the operational
implications of the USM regime. Common ultimate
government or state ownership does not automatically
mean that voting rights held by different GSOEs should
be aggregated. The assessment requires consideration
of the entities' ownership structures, governance
arrangements, investment decision-making processes,
voting patterns and other relevant circumstances.
Meanwhile, the USM regime may affect offer timetables,
acceptance procedures and the form in which shares not
taken up by an offeror are returned. Offerors and their
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advisers should assess the target company's securities
status at an early stage and coordinate with the relevant
receiving agent and securities registrar to support an
orderly offer process.

Concert Party Assessment for Government or State-
owned Entities

The SFC noted that it encounters cases involving
GSOEs holding, or offering to acquire, shares in listed
companies. Different sovereign wealth funds or GSOEs
may independently manage assets, including direct or
indirect interests in listed companies, on behalf of the
same government or state. Questions may therefore
arise as to which entities should be included in a concert
group for the purposes of the Codes.

The governance structures and decision-making
processes of GSOEs in different jurisdictions may differ
from those of private entities. Despite common ultimate
government or state ownership, a GSOE may operate
independently of its holding vehicle or other GSOEs held
by the same vehicle, even where the entities appear to
be parent and subsidiary companies, fellow subsidiaries
or associated companies.

Having regard to these circumstances, the SFC's
Executive has adopted a pragmatic approach to
determining whether two or more GSOEs should be
regarded as concert parties. For example, entities held
by a provincial State-owned Assets Supervision and
Administration Commission (SASAC) of the People's
Republic of China generally operate independently of
the central SASAC or GSOEs held by it. Accordingly, the
voting rights held by these two categories of GSOEs are
not automatically aggregated.

The assessment is fact-based. Relevant factors include
¢ the reporting lines and ownership chains of the
GSOEs concerned;

e any overlap in directors, senior management or
other personnel involved in material decisions;

e their investment mandates and actual
investment decision-making processes;

¢ the timing and reasons for relevant investments;

e past voting patterns;

e communications, agreements, arrangements or
understandings concerning the transaction,
voting rights or the management or business of
the offeree company; and

e relevant precedent cases and subsequent
material changes in circumstances.

These factors are not exhaustive, and their relevance
and weight depend on the facts and circumstances of
each case. GSOEs, including sovereign wealth funds
structured in non-corporate form, seeking to rebut a
presumption that they are acting in concert may consult

the Executive or, where appropriate, apply for a ruling by
providing relevant information about the relationships
between the entities and their decision-making
processes. Where there is doubt about the application
of the Codes' provisions concerning concert parties to a
proposed transaction, the Executive should be
consulted at the earliest opportunity.

Implications of the Uncetrtificated Securities Market
Regime

The SFC announced in May 2026 that the USM regime
would be launched on November 16, 2026. Following
implementation, securities of newly listed companies
incorporated in Mainland China, Hong Kong, Bermuda
and the Cayman Islands must be issued in paperless
form from the date of listing. Companies incorporated in
these jurisdictions and listed on or before the launch
date will be required to transition to the regime within five
years. Companies incorporated in other jurisdictions are
also encouraged to participate voluntarily if the laws of
their home jurisdictions are compatible with the regime.

Offerors and their advisers should consider whether the
shares of a target offeree company are already, or will
shortly become, “participating securities” when planning
an offer timetable. Offer announcements and
documents should clearly explain the procedures for
accepting an offer and returning shares not taken up by
the offeror.

Where a company's securities have migrated to the
USM regime during an offer period and become
participating securities, registered shareholders holding
share certificates who wish to accept the offer will
continue to tender their certificates together with the
acceptance form. However, as no new share certificates
will be issued under the USM regime, any shares not
taken up by the offeror following completion of a partial
offer will be returned in uncertificated form.

A partial offer relates to a specified portion of the issued
share capital not held by the offeror. If acceptances
exceed the offer size, the number of shares taken up
from each shareholder will be determined on a pro-rata
basis. If an offer, including a partial offer, lapses or is
withdrawn, tendered shares will be returned to
registered shareholders in certificated form.

Parties involved in an offer are encouraged to discuss
the practical arrangements with the relevant receiving
agent and/or securities registrar at an early stage, and
consult the SFC and The Stock Exchange of Hong Kong
Limited, as appropriate, on USM implementation.

Quarterly Update on Takeovers Team Activities

From April to June 2026, the SFC's Takeovers Team
received 19 takeover-related cases, including
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privatisations, voluntary and mandatory general offers,
and off-market and general-offer share buy-backs. It
also received six whitewash cases and 92 applications
for rulings.
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Hong Kong Retains Its Ranking as the World’s
Freest Economy and Ranks First in Freedom to
Trade Internationally

On October 6, 2026, the Fraser Institute released its
Economic Freedom of the World 2026 Annual Report, in
which Hong Kong retained its position as the world’s
freest economy. Among the five areas assessed, Hong
Kong again ranked first in “Freedom to trade
internationally” and remained second globally in
“Regulation.”

Economic Freedom Ranking

According to the report, Hong Kong ranks first overall in
economic freedom, followed by Switzerland, Singapore,
New Zealand, and the United States in second to fifth
places. The report evaluates the economic freedom of
each economy from five aspects: government size, legal
system and property rights protection, sound currency,
international trade freedom, and regulation.

The Hong Kong Government states that the Fraser
Institute’'s report once again affirms Hong Kong's
strengths as a free-market economy and its open,
efficient and fair business environment. Amid increasing
global economic uncertainties and rising trade
protectionism, Hong Kong remains firmly committed to

maintaining its free port status, zero-tariff policy, and
simple and low tax regime, providing a secure, stable,
fair, predictable and internationalised business and
investment environment for investors and entrepreneurs
from around the world.

Continued Inflows of Businesses and Talent

Hong Kong'’s business environment continues to attract
companies from the Mainland and overseas. In 2025,
the number of companies operating in Hong Kong with
parent companies located overseas or in the Mainland
exceeded 11,000, representing an increase of 11% over
2024 and a record high.

Since its establishment in 2022, the Office for Attracting
Strategic Enterprises has attracted more than 120
strategic enterprises to Hong Kong. These include
global industry leaders with cutting-edge technologies,
many of which have a market capitalization or valuation
exceeding HK$100 billion. In the first eight months of
2026, Invest Hong Kong also assisted approximately
520 Mainland and overseas enterprises in establishing
or expanding their operations in Hong Kong.

With respect to talent attraction, Hong Kong’s various
talent admission schemes received more than 670,000
applications between the end of 2022 and August 2026.
More than 470,000 applications were approved, and
over 310,000 individuals had arrived in Hong Kong.
Hong Kong also recorded considerable growth over the
past year in funds raised through initial public offerings,
bank deposits, and assets under management in the
asset and wealth management sector.

Government to Maintain a Free and Open Economic
System

The HKSAR Government stated that Hong Kong would
continue to leverage its role as a gateway between the
Mainland and international markets while preserving the
free flow of capital, goods, people, and information.
Hong Kong’s common law system, the use of both
Chinese and English in its legal system, internationally
aligned financial , shipping, trading,and professional
services, efficient government, and professional civil
service remain important foundations of its international
business and investment environment.

Under the First Five-Year Plan for Economic and Social
Development of the Hong Kong Special Administrative
Region (2026-2030) and the 2026 Policy Address, Hong
Kong will remain committed to a free and open economic
system, further enhance its roles and functions as “four
centers and one hub,” and accelerate development of
the Northern Metropolis.

ERAGRTNERRABEFE, BFESBHEH
BE—
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Hong Kong Exchanges and Clearing Limited
Launches Green Equity Designation Program to
Help Investors Identify Companies Advancing the
Low-Carbon Transition

On October 20, 2026, Hong Kong Exchanges and
Clearing Limited (HKEX) launched HKEX Green Equity,
a voluntary designation program that uses a transparent
framework and independent assessment process to
help investors identify companies with substantial green
business activities and investments. Applications
opened on the date of the announcement.

Eligibility and Designation Process

HKEX Green Equity is open to eligible listed and non-
listed companies. A company not yet listed on The Stock
Exchange of Hong Kong Limited may receive a
provisional designation that becomes effective upon
listing. Certain investment vehicles and entities whose
principal activity is holding or managing investments on
behalf of investors are not eligible.

An applicant must engage an independent Recognized
Reviewer to assess the company against the HKEX
Green Equity Framework. Following the assessment,
the Recognized Reviewer submits an Assessment
Report to Hong Kong Green Designation Limited
(HKGDL). A company that satisfies the framework
requirements may receive the HKEX Green Equity
designation and use the designation mark, subject to
ongoing compliance and annual reassessment.

Operational and Financial Eligibility Criteria

Applicants must satisfy both operational and financial
criteria. Under the operational criteria, a company must:

e comply with applicable environmental laws,
have no outstanding material enforcement
action, disclose material controversies, and
maintain processes for considering the
environmental sustainability of its operations;

e comply with applicable social, labor,
employment, and health and safety laws, with
no material breaches; and

e maintain appropriate board-level oversight of its
sustainability strategy and the implementation
of that strategy.

Based on its most recent audited annual financial
statements covering at least 12 months, an applicant
must simultaneously satisfy the following financial
criteria:
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e atleast 50% of its annual total revenue must be
derived from green activities;

e atleast 50% of its annual total investments must
be allocated to green activities;

e less than 5% of its annual total revenue may be
derived from fossil fuel activities; and

e lessthan 5% of its annual total investments may
be allocated to fossil fuel activities.

Public Disclosure and Annual Reassessment

The Assessment Reports and relevant metrics of
designated companies will be published in full, providing
investors with clearer and more comparable information
on the companies’ green activities. The designation
takes effect upon approval by HKGDL and remains valid
until one year from the date of the Assessment Report.

To renew the designation, a company must undergo
reassessment by a Recognized Reviewer before its
existing designation expires. The reassessment must be
based on the company’s most recently available audited
annual financial statements and applicable taxonomies
and must be validated by HKGDL.
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Hong Kong Securities and Futures Commission
Takes Enforcement Action Against Suspected IPO-
Rigging Syndicates to Preserve Market Integrity

On October 13, 2026, the Hong Kong Securities and
Futures Commission (SFC) announced enforcement
actions against two groups suspected of participating in
fraudulent schemes designed to create a false or
artificial appearance of demand for shares in initial
public offerings (IPOs). The SFC also directed The
Stock Exchange of Hong Kong Limited (SEHK) to
suspend dealings in the shares of Sichuan Baicha
Baidao Industrial Co., Ltd. (Baicha, stock code: 02555),
with effect from 9:00 am on the same day.

The suspension was imposed under section 8(1) of the
Securities and Futures (Stock Market Listing) Rules
(SMLR). The SFC expressed serious concerns that
Baicha’s IPO may have been manipulated to create an
artificial impression of demand for its shares. It
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considered the suspension necessary or expedient to
maintain an orderly and fair market and protect the
investing public while its investigation continues.

Enforcement  Actions Against Two  Suspected
Syndicates

First suspected syndicate: Cloudbreak Pharma and
Baicha IPOs

The SFC issued restriction notices to six brokers,
prohibiting them from dealing with or processing assets
of up to HK$4,379,463,215 held in client accounts in the
names of Ms Sun Ran and eight related companies,
collectively referred to as the Nine Entities. The amount
represents the largest restriction of this kind in the SFC'’s
history.

The first suspected syndicate is suspected of
involvement in fraudulent schemes relating to the IPOs
of Cloudbreak Pharma Inc. (Cloudbreak) and Baicha.
Cloudbreak was listed on the SEHK Main Board on July
3, 2025, and the SFC directed the SEHK to suspend
dealings in its shares on September 10, 2026.

Second suspected syndicate: Tianju Dihe IPO

In relation to a second suspected syndicate, the SFC
issued restriction notices to 29 brokers concerning
assets of up to HK$285,030,265 held in client accounts
in the names of Mr Liu Haoran and two companies, The
Reynold Lemkins Group (Asia) Limited and Kaufmann &
Company Pan-Asia Limited, collectively referred to as
the Three Entities.

The second suspected syndicate is suspected of
involvement in a fraudulent scheme relating to the IPO
of Tianju Dihe (Suzhou) Technology Co., Ltd. Tianju
Dihe was listed on the SEHK Main Board on June 28
2024, and dealings in its shares have been suspended
since April 1, 2025.

Suspected IPO-Proceeds Diversion

The SFC suspects that the groups may have been
involved in schemes under which portions of IPO
proceeds were transferred out of listed companies for
purported investments in financial products, pursuant to
undisclosed agreements between the companies and
the syndicates. These arrangements may have enabled
IPO proceeds to be secretly channeled back to major
IPO placees or their connected parties.

The restriction notices were issued under sections 204
and 205 of the Securities and Futures Ordinance.
Without the SFC’s prior written consent, the relevant
brokers are prohibited from disposing of or dealing with
the restricted assets, assisting or procuring others to do
so, or executing instructions given directly or indirectly

by the Nine Entities or the Three Entities. The brokers
must also notify the SFC immediately upon receiving
instructions concerning the restricted assets.

The SFC clarified that the brokers receiving the notices
are not themselves subjects of the investigations, and
the notices do not affect the brokers’ operations or their
other clients.

Protecting Investors and Market Integrity

The SFC stated that preserving the assets was
considered desirable in the interests of the investing
public and the public interest. Parties involved may be
ordered to compensate affected investors through a
restitution process in the future.

SFC Chief Executive Officer Ms. Julia Leung
emphasized that market integrity is fundamental to fair
capital markets and genuine investor confidence. She
reiterated the SFC’s zero-tolerance policy towards IPO
rigging, price manipulation and the creation of a false
market, adding that its regulatory actions are focused
and proportionate.

The SFC’s Executive Director of Enforcement said the
actions taken to date were believed to have significantly
disrupted the two suspected syndicates. He highlighted
the suspension of dealings in Baicha shares and the
preservation of assets linked to the suspected schemes
as decisive steps to protect investors, uphold the
integrity of Hong Kong's markets and strengthen
confidence in the fairness of the local IPO market.

Regulatory Significance

The SFC’s actions demonstrate its use of asset-
preservation measures and trading suspensions to
address suspected misconduct that could undermine
confidence in Hong Kong’s IPO market. The measures
seek to prevent potentially relevant assets from being
dealt with while investigations continue and to maintain
orderly and fair trading.

Under section 8(1) of the SMLR, the SFC may direct the
SEHK to suspend dealings in a listed company’s shares
in circumstances including where relevant documents
contain materially false, incomplete or misleading
information, where suspension is necessary or
expedient to maintain an orderly and fair market, where
it serves the interests of the investing public or public
interest or protects investors, or where specified
conditions for resumption of trading have not been met.
The SFC confirmed that its investigations remain
ongoing and that it would not make further comments
while they are underway.
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Hong Kong Securities and Futures Commission
Approves Six Securities Registrars Ahead of the
Uncertificated Securities Market Regime

On October 12, 2026, the Securities and Futures
Commission (SFC) approved six companies as
approved securities registrars (ASRs). The approvals
will take effect on November 16, 2026, when the
uncertificated securities market (USM) regime becomes
effective.

The six approved securities registrars are:

e Boardroom Share Registrars (HK) Limited;

e Computershare Hong Kong Investor Services
Limited,;

Computershare Investor Services Limited;
Hongkong Managers and Secretaries Limited;
Tricor Investor Services Limited; and

Union Registrars Limited.

All six companies have been approved to continue
providing their existing securities registrar services.
Among them, Computershare Hong Kong Investor
Services Limited and Tricor Investor Services Limited
have also been approved to provide USM-related
services, making them the first group of ASRs
authorized to provide such services. The SFC will review
and consider other applications in due course.

USM-Related Services

USM-related services include providing and operating
systems used to evidence and transfer legal title to
securities, as well as related services such as converting
securities from paper to paperless form.

Approval to continue providing existing registrar
services does not necessarily authorize a registrar to
provide USM-related services. A registrar must obtain
the relevant approval before it may operate the systems
used to evidence and transfer legal title to uncertificated
securities.

Appointment Requirements for Listed Issuers

Following implementation of the USM regime, listed
issuers of prescribed securities will be required to
appoint an ASR at all times to maintain their registers of
holders.

“Prescribed securities” include the following securities
listed on The Stock Exchange of Hong Kong Limited:

e shares;

e depositary receipts;

o stapled securities;

e units in authorized collective investment
schemes; and

e subscription warrants or rights under a rights
issue to subscribe for shares, depositary
receipts, or stapled securities.

Different Arrangements for Listing Applicants and
Existing Issuers

Where a listing applicant’s securities are listed in
uncertificated form after November 16, 2026, the
applicant must appoint an ASR that has been approved
to provide USM-related services.

Existing issuers will be required to participate in the new
regime within five years. Securities constituted under the
laws of Bermuda, the Cayman lIslands, the Chinese
Mainland, or Hong Kong must join the USM regime
within that five-year period.
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Information in this update is for general reference only
and should not be relied on as legal advice.
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