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A great expansion: HSCEl enhancement to
support outperformance of HSCEI over HSI

in 2018
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On 6 Feb, the Hang Seng Indexes Company will release the results
of its 4Q17 review of the Hang Seng Family of Indexes and name
ten red-chips and P-chips to be added to the index in an HSCEI

expansion to begin in Mar 2018.
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Our view:

The HSCEl enhancement will raise the total number of
HSCEI constituents from 40 to 50 with the addition of ten
red-chips and P-chips to the current membership of

only H-shares. The new stocks, selected by rank in terms
of market capitalization, will be added in five phases
over 12 months, with the adjusted cap level rising from 2%
up to 10% in increments of 2%.

The addition is infended to improve the HSCEI's diversity
and make the index more representative of the
business environment of greater China. The absence of
red-chips and P-chips in the current line-up excludes a
large number of Chinese companies and limifs the
breadth and scope of the index.

In our view, this initial expansion is intentionally limited to
avoid significant disruption of the index. We anticipate
further expansion in the medium- and longer term.

The new stocks added to the HSCEI are likely to benefit
from increased purchases from asset allocation and
passive investment. Taking intfo account (1) that the
market cap of exchange-traded funds (ETF) fracking
the HSCEI had a total value of c.HK$49.4b as at end-
2017 and (2) an adjusted cap level of 10% for each
individual stock, the inclusion could drive roughly up to
HK$5b into the largest of the recently added
companies by Mar 2019 from ETFs alone, not to mention
other funds that may use the HSCEI as a benchmark.

In our view, we reiterate our expectation for the HSCEI
fo outperform the HSI in 2018. The HSCEI was already on
frack to outperform the HSI in 2018 due to H-share full
circulation reform and the HSCEI's lower valuation and
stable growth. The enhancement is likely fo push this
frend further.
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TR RS 1336 HK 50.35 47.10 -6.5 19.8 138 5.7 0.7 6.7 35.9 5.7 26.6 23.6 1.4 90.1 61.1 2075452
IR ER 2238 HK 17.64 23.50 332 9.0 5.6 48 -11.3 1.5 68.0 48 61.7 11.0 3.1 33.0 41.0 1913319 | #hFAm
P EFE 1766 HK 7.83 7.40 -5.5 15.2 11.1 -6.3 3.2 1.1 4.4 -6.3 0.2 16.6 2.5 33.9 17.9 378590.2
hEARRKEER 1339 HK 4.46 8.8 15.8 10.9 19.9 47.2 15.8 0.8 46.3 14.1 189211.0 KEE
HRAERIT 1658 HK 5.30 5.20 -1.9 7.6 30.5 13.5 15.2 150  30.5 27 8.3 2.1 138.5 24.7 4294620 | hFA™
KIHRZE 2333 HK 9.51 11.00 15.7 13.4 7.2 6.3 -1.9 3.6 21.9 6.3 -56.8 96.4 2.4 9.7 74.6 120793.2
HegRiE S 6886 HK 17.76 19.20 8.1 14.5 14.1 4.5 9.5 18.4 14.1 17.2 18.1 2.8 121.5 10.1 163198.1 HFARH
FEEIX 1359 HK 3.31 57 15.7 8.5 2.1 22.1 15.7 5.0 438.4 14.2 126324.6 KE=
7R XUEE R 47 489 HK 10.28 10.60 3.1 5.2 52 8.7 32 8.1 24.9 8.7 0.7 1.2 3.0 28.3 17.9 88573.7
I~ &iE$H 1776 HK 17.52 19.00 8.4 12.3 9.0 1.5 5.5 9.9 5.3 1.5 12.3 18.9 2.7 195.0 45 168997.5 | fHhFAH
o E Pk 390 HK 6.10 8.35 36.9 7.7 5.5 2.7 -1.5 -10.8 5.5 16.3 14.8 2.1 116.0 9.9 223232.4 | TR
R i%E 1816 HK 2.22 2.10 5.4 9.1 8.1 4.7 -3.1 4.7 1.4 4.7 16.3 0.1 3.5 208.2 8.5 100896.2
o E E AR 753 HK 11.78 14.9 243 487 66.4 113.0 243 1.4 139.0 10.6 224106.6 REBE
o E RS 6881 HK 6.42 8.10 262 10.7 1.5 5.7 8.0 1100 115 7.0 10.1 2.8 145.4 1.7 117908.6 | #FXAH
RERMRES 3898 HK 43.80 61.20 39.7 143 9.3 -13.9 3.6 17.3 05  -139 7.1 21.6 1.4 13.1 1. 51485.9 hFXH
HEBEEI PR 902 HK 5.01 27.6 2.2 3.3 -8.9 0.2 2.2 2.0 172.3 13.1 104975.5 REZ
o E R 1186 HK 9.55 14.40 50.8 6.7 5.4 2.4 8.2 -11.6 5.4 11.5 12.1 2.4 125.2 8.2 188091.8 | fiFAm
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2017 £45 | 2018 SF & SHRZR

BREFIE | BRI BaEE| (BR#E

e | MATTRE 2019 EHEE 1 AMEERIAMFER 6 MEER 124088 £MESE| KFAM | KFN | BREE |$)/RiT|7T, 180X HiE

AF BERB I BEHN (%) (%) (%) £ (%) £ (B F (%) ®RE (%) #E (%) (%) (%) (%) (%) #H{E) (BRET) BRERTER
FEHE 941 HK 82.55 1.9 42 40 2.7 33 42 8.4 0.5 155.9 1690251.1 RER
o EE A 883 HK 12.34 14.0 10.0 16.4 40.7 26.6 10.0 4.1 39.4 90.0 550949.6 REE
o E Bk iR 762 HK 11.72  13.50 152 53.0 17.8 1.0 2.3 5.2 27.4 11.0 679.3 81.0 0.8 76.8 48.0 358610.0 HF K
b= A1 267 HK 12.42 7.1 10.1 8.0 5.4 8.9 10.1 2.8 314.4 8.2 361301.1 KEE
PESINL R 688 HK 31.50  31.04 15 9.6 7.2 252 23.8 18.9 35.8 252 32.9 12.9 2.8 77.8 50.0 345120.3 hFXH
e E i 1109 HK | 3290 2842  -13.46 12.1 9.1 43.0 38.8 32.7 67.9 43.0 19.5 12.7 2.4 66.8 25.6 228027.9 HhFAH
EXT 966 HK 33.75 2.2 152 28.6 36.9 97.6 152 0.4 72.0 20.9 121298.1 KER
B 2319 HK 25.75 27.00 4.9 343 22.8 10.8 19.5 69.9 81.0 10.8 18.2 0.7 33.8 27.7 101129.5 HFXH
HeRPE 1114HK | 2020  24.00 18.8 16.6 9.2 -3.3 1.7 4.7 87.7 3.3 29.8 49.4 0.7 16.2 30.4 101914.4 hFXH
e EnE A 291 HK 29.45  26.80 9.0 44.6 29.3 5.0 30.3 447 88.8 50 121.8 56.5 0.6 41.1 15.5 95541.0
ENEE 270 HK 11.82  11.10 -6.1 14.9 142 13.0 2.8 7.5 18.9 13.0 43 13.1 4.1 14.2 9.9 77277.0
EiiE 836 HK 14.58 145 0.1 -1.9 2.4 10.0 0.1 6.0 122.7 9.6 70136.3 KER
eI | 144 HK 20.75 12.2 1.5 -14.3 -10.6 43 1.5 10.1 30.4 1.4 68010.6 KE=
HeHED 3320 HK 10.40 12.70 22.1 19.0 142 2.8 9.5 1.6 23.4 2.8 6.8 22.4 1.2 47.3 5.9 65358.9 HFXH
ReBR 135 HK 7.83 7.50 42 1.4 9.0 3.8 9.7 08 27.7 3.8 1.6 5.3 2.3 57.1 16.8 63206.8
Bla s 392 HK 48.40 4000  -17.4 9.2 43 4.1 18.9 26.5 43 162 14.6 2.2 74.4 9.2 61083.4
FEEE 817 HK 5.50 4.19 -23.8 12.9 9.4 59.9 56.1 57.9 149 .4 59.9 58.1 16.6 4.2 86.0 37.0 63667.7 HhFXH
HEERS 1193HK | 2625  35.00 33.3 153 12.5 7.4 7.1 -8.5 9.4 7.4 13.4 14.0 2.0 52.2 14.0 58380.3 HFA™
Ex 18 & H] 992 HK 4.50 4.30 4.4 13.7 6.9 2.0 -1.7 -6.8 -10.7 2.0 -51.7 40 742 23.5 54066.6
o E S X EFR 257 HK 1210 13.90 14.9 152 1.0 8.4 9.8 20.3 27.2 8.4 27.3 19.5 2.2 108.9 12.6 54240.8 HhFAH
b1k S & H] 371 HK 5.73 8.00 39.6 12.4 8.4 5.3 -13.2 9.4 7.0 5.3 27.2 22.8 2.7 135.1 9.3 50388.6 HFRH
o [E] S KA 165 HK 19.36 9.8 10.8 4.6 9.4 32.1 10.8 3.4 50.0 4.4 32626.5 REE
R YIE B 152 HK 16.00 1.4 7.5 6.8 212 43.6 7.5 42 43.5 3.1 32469.5 KEE
|_ESE el i Ag 363 HK 22.95 8.1 2.5 -4.6 2.5 10.3 2.5 43 73.9 2.3 24951.5 KEE
PITEEED 1199 HK 8.22 13.5 1.1 9.3 -13.5 6.3 1.1 2.9 33.2 3.0 25129.5 KEE
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FREN :

T KRT — FREK 12D ATMEEHRAST 10%
it — FRE 12 N ATHAERE-10%E 10%2 8]
T K™ — TARE 121 ARHAERKT-10%

S AYTIERA -

AXAEEELAER: () AXARHABENSERBRREERXERMEAERENESHILITANNIANR, FURIARES; (D) 2R
BRAEMBIEE, RIBSERNEMRSALLRNBEZNINREX; (i) ZHFEERAREEMRERIIESFHXITABX BTN
ZHEZWNRERER / ELAFIONEHEBLRIE. AEEH—SHE (O SISESENXREALT (EXRIESRARESHEERALRHMADS
EMARTEN) REEFANLITHHMZEH 30 MNAHASEZRXHI AN MRRNRE, REXAZLHE 3 M ITER (EXRE GEHFKH
BREG) (FEEMGE 571 B)) ABEIRRHAMRENRKRE; () IESENXRATHIERAURRMEFAARNES; & i)
MBEZBHNXBEALRERERAMMEREMIESHEMTERMFIE.

EIREMRERSHEEYHZ (1177.HK) RHPBERERIT (1988.HK) HIRFERITWHFEMEXR,

B

AXHZREFFEFERARARS . BREFESERARFERER ER) GRAR (ZIRERER D MhERZRRITRBERLE (Z
170 2EMBLE. AXARZEBBRENTREZKRIERS, BEREMMEFARLE, EXBKARAR /SMBERR (G [ZIREFRES D

PAIHEMALTREMARRAE S HTE SO ERESE I ER AR, FRRRIE (RLAREERT) . HPRNERETNARINIT
AXHAFIET, HAAUEK, MAFTEREM. ZREFSHEEMEMRRS, BEUESZETENRENRR. BROMTIREHEHLE, X
SHMEIRIBES TIRRF BB RN . T, FRGEEAREZHEEMNN, BRIRU—RIBLEHREM. EEFREARF
BT TUN . FEAR A EMAE R EREFMES SUAE B AEHARRA SRR, SO ARZHFTN, TS EE, HEXERESEI. "RETRNE,
W ENRMAHATRBERRN S, AXHESHEEEMNEMEERBEMRIHAAER. MHE. 23t Bl 17, SSHETELER, B
R EETERKE. AXRESEFRRR, EEFRAEENTHRSARENAMIHHEEM~m. RE. EHF. XHRMBIEMRE
&Rt TRMEL ST . BIRERAWE G ARARE TS RANESFNTTAN (SHEXKRE) BERFR. AXFRREIIESHIEESTERN
BRFEEN TSR REXFN AR BFHITHE . BREMEFREEETAAMERERLEARTLEMSHBX~EHEFMEEER
FrS| R EEMRERIRE (RILEEN. EEEM. B2, REMR. (MR, BTN, FHRNSERLZER) SR A EEAERRRE,

AR NENES . SMTASKBAT —EEGMAKRSEE. AXFLENEREEHRAEEAERBAENMBERL. KEBRHHREE,
TN EAEREEFHHSEIES. EMTARKERNENL. AXHREAREREARMEREREMNEF—INEERER, ARBITX
ANFREM AR IS, MERARARELMIIESE. EENFEIE () AAREMESHNEFNME R KB IZFIESH T A
B (D FERMARRRFENS; i) AXPRERSF TFREELAKALERN (E2 12 M), BSEXESH AR AIREHIE
RIMAFEAPTE TR, EEARRT, RERIFRIWSATESAZFRENEARMEEERFEEERDL; (v) RRERAZHRIE, BRETRES
B Uk (V) CERFENREM AR L ANERRAXRTENNE, MEBEE~ETFEME. EIEHNRE, AXNBSRLLFERIESH L
A, AFSEMERIMMITETR, ZFTETRNNETEZIESEZOZM, BFRSEXIESHINELX. ZFTEANXSEFERNK,

HREEHEREE. REEREMEFERRSEMEEEEHRARALARRRNELRIESH. MAIEESER, EREMHHETLESEN
BRig £, EREFMESFTEMNMZFEXIRBGIEMINER, BRREMESGAX L ERM ., TEMERERERSR, TAMEEMFRARSRIE
(PIRBATRRETR) . FRIEFFHER, AREIIEFNISIALMHTARENRRNBRSEME . REFARPIEAIRZ S TUAR AT REKR LR NS
BT, BERMRFANGRHEZIREFMES A BKE RIS RSB EREMNGE, BETRETRERE. TRRRTESBEZTRNE
R EAAAITE=SHFRAKERTRREMMNBEZEZSAARBDAMRSREEOKIE. ERUR/AERNER, BLREREERE
BZFEALZE. RREASRINE=ZFHEREN, BUEUEARXEFNRSRZFEZSFHENAS. WHEAFI A ZERHE
X ERMEEBHERESBRFIE, FEAAETERELSNBIEFLIRIRE. WHANMMAXAREEMRERD, RERMIER. M5,
=it Bl REN/ERZERAERBRFTDRENERENEXIREFTE B CHREBRMRERR.

ERBEEZEANRERNEEMHHFR (WH) WRAKBEERERS. REFENUSENRRESAEN, BZFMERERERIERA
MH—ERS . ZFMURMAE. BHN. ERUREEE#ERSTEREMESFNAE. &2, WENSEE. BIRERESRRBIESNZF
MBI E SAIBEMRE, EATHTEN, R, S5t TRAMRZESMEETER. BRERRIE (RRRAREET) . EHITEMEZ
ERETHRIRSRXEE=FHITRHHE, ERERMZEMGELWNARENR. FEMEREITME. EHEXE B REZEFME EHITHE
HEAKKE. ZREFFESNERETRELASIHERBLTZFMUEAE=FR/ANEMEENZEMETHIER. ERFEFANT AT HHL
WFFRLif 0 2 1% Ml 1T B FriE B A R m E RE PRS2 IR

SHEAENERERRT AR TEENEEIESEL, ZRERRBEERTERN AT FREEITHEIESIROEINHR~ RS,
BRERFERTRENRSTEN BRI AFIDHRHARBRETHOKIN S —, ERREFMES G LERMEINERNIERF, FEW SRR
EEXIEEEH. ZREMESTAHANERSMRNSRBSEXRRKNEENTARNERF, THPERNEFBREMIER/INEE
RABEIHISEALE. EBREMEFFRNETRHFEOEXEENZEN. B, WHETAIETEZRRIT. BREMRESREMBIEIL
R/FESHRRAR. EEREAFRSSANMRERMIESLZITARTIL SER, SFERITUSHERRELS, ITHBITR / IRKREEFHF
BIZFIESR (REEMBXRED) G F/REEMRLE). Ait, RESZMIEZREFESTREFEZMANZRERF R,
MZREFMEFB A BTG LEMSRE. i, AXABREETESEREMESXBEAL, RTERRIRITHEERR, SERERER
ERXRRFHNERNEHER

A RERERESHNARE LR RRES, BT XARTERR . MMETRIEEREMEAEDIS R FIZE 1R REI 2 REPRESF RS
HA, BHERNHBERLENR. EIEAARNH, BEHNEZREMESRBAENMEGH AT EERMEARENAREN, BERRIT
FAERERRIRAT. LTEAXRASA T RBXZEIEFETURREMES S XHEEXEAL, EFEUEEARERRERS ZRE
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EEXESHEMEMEEAL. BRIERBERER, AXEAHTEEEROREILADEXZELMMEXR, RTERAHLAXAAL BEAXTE,
TREEE BIREE.

FEREUEAAEARAARBRENEBREMTBIBESX DL TFEAAL, BRERESTEZFBILEAMTRENIT AR FKBEMSE
.

HAXERBTBEFIRE, WETFHGENEL, PZREEHIERIEREHTIR, BABESATEEER. BIF. EX WF, BREALARTE, R85
mEE. Eit, EIREFMEFIE AR AR~ ENEMER, IRFERFIHRE.
ANFEEAKE R REMESSRS, MREEERERRER.

OFREPFEFFRAR 2018, AXFERBFRE. FMRMBERARER [ ZREFRESFBRLR | B THERRIRIT. BIREFMTRM/
FIZREFMESFEVEMZILEMEIR. RRE, FELR. BRESEURA, AXPHREMRBRICAZIREMERAA. REERERES
HPEEE, ANHAXTHEMBITEES, HEHBRIKE .

AL AR BALSESThR A A

EREMESFARAT
ERPHFTEES 3 ShERRRITAE 124%
F1iE: (852) 3911 8000 / {£E.: (852) 2537 0097
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