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Hong Kong Exchanges & Clearing Limited (“HKEX"), itself listed on the exchange it operates and a constituent of
the Hang Seng Index, is one of the world's leading IPO platforms. Founded in 1999, HKEX owns and operates
Hong Kong's sole stock and futures exchanges and their related clearing houses, a clearing house for OTC
derivatives, and, since 2012 the London Metal Exchange (“LME”)." It is a high-margin, cash-generative, quasi-
monopolistic business that returns most of its profits to shareholders under a 90% dividend payout commitment.

Following UEM's trip to Hong Kong in November 2025, during which we met with the company, we built
conviction that HKEX is well positioned to facilitate capital flows into and out of mainland China, particularly
against the backdrop that more Chinese companies are expanding globally. Since then, we have built a position,
taking advantage of a period when its valuation sat attractively below its five-year average.

What is the business model of HKEX?

HKEX is a quasi-monopoly with strong operating leverage. It is materially exposed to security trading activities,
with trading and clearing & settlement (“C&S") fees making up nearly 80% of its revenue in 2025.2 Breaking down
by product line, the cash segment is the bread and butter for the company, generating around half of the
revenue through fixed percentage point-based trading fees plus C&S charges. This covers equities and bonds that
are traded on the exchange, as well as via Stock Connect with Shanghai and Shenzhen (fees are halved for Stock
Connect transactions).

Derivatives contribute close to a quarter of revenue, charged at a flat fee per contract for index futures and
options, and a tiered structure for stock futures and options. The remainder comes from commodities,
predominantly the LME, and from data & connectivity fees charged to market participants for access to HKEX's
data and digital infrastructure. In addition, HKEX earns investment income - around a fifth of reported EBITDA -
on the margin and clearing house funds it holds on behalf of participants, which are then invested in duration
assets.
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What are the underlying growth engines?
Primary Market - IPO & follow-on

As HKEX's fee schedule remains broadly flat with no expectations to move materially, the key growth
driver is volume - average daily trading turnover (“ADT") - rather than pricing. The clearest engine
behind rising ADT is the IPO pipeline, which stood at a record 534 applications by the end of June
2026°, against a typical run-rate of 50 to 100 applications a year. Average IPO size has also risen
sharply, more than doubling year-on-year in 2025, and Hong Kong reclaimed its position as the
world's top IPO venue for Jan-25 to Mar-26.

This has been fuelled by eased listing rules for technology companies (including biotech), through the
creation of the Technology Enterprises Channel, which shortens preparation time and reduces
compliance costs. As a result, Al-themed companies in large language models and chips were listed in
Hong Kong in succession during 1H26, with the technology sector leading both IPO deal count and
funds raised. Meanwhile, a wider adoption of A+H dual listings - which accounted for roughly a third
of IPOs in 1H26 - has also continued to bolster fundraising in the industrial sector. By June 2026,
more than 210 Mainland Chinese listed companies or their subsidiaries had announced Hong Kong
listing plans, with 121 having already filed.*
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Source: EY - China and HK IPO Report (2026.06.19), p.26

Secondary Market - Trading

A larger, more active roster of newly listed companies feeds through into higher secondary market
turnover, greater follow-on issuance and demand for new derivatives linked to those stocks. Headline
ADT rose 90% year-on-year in 2025, while Southbound trading accounted for a growing share of total
ADT, rising from 16.7% to a record 26.6% between Q3 2024 and Q3 2025.° This reflects a structural
shift by Mainland institutions - particularly insurers under mandatory allocation rules into equities -
as well as stronger market sentiment following the “DeepSeek moment”. Northbound ADT also
reached a record high in Q1 2026, up 70% year-on-year, driven by robust foreign investor demand for
mainland Chinese equities. Retail participation in these flows remains modest, however, and HKEX is
actively seeking to increase it - potentially providing further upside to trading volumes.
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Stock Connect NB and SB Trading ADT reached RMB324.1b (up 70% YoY) and HK$122.5b (up 11% YoY) respectively in Q1 2026

Source: HKEX Q1 2026 Results Presentation (2026.04.29), p.25
Regulatory Tailwind

As part of a broader effort to align with global market trends, HKEX is reviewing longer trading hours as
well as a possible move from T+2 to T+1 settlement for the cash market. It is also benefiting from a fresh
wave of policy support from Mainland regulators. Tightened controls on A-share IPO approvals are
expected to continue channelling more listings to Hong Kong, while the new regulation on outbound
investment (State Council Decree No.837) reflects Beijing's efforts to formalise cross-border capital flow
channels under its broader RMB internationalisation strategy,® strengthening HKEX's role as a key conduit
for cross-border capital.

More recently, PBoC announced eleven measures to deepen Hong Kong's fixed income and currency
markets and support offshore RMB development. Key initiatives include raising the Southbound Bond
Connect annual quota from RMB500bn to RMB800bn, permitting onshore government and policy bank
bonds to serve as margin collateral at HKEX's clearing houses, and launching 5-year China government
bond futures on 3 August 2026, adding a long-awaited hedging tool for RMB fixed income investors.
Together, these measures reinforce Hong Kong's role as the primary offshore gateway for RMB and
Mainland capital markets activity.”

Conclusion

HKEX is typical of the growing, well-managed digital infrastructure businesses that UEM holds at attractive
valuations across its portfolio, combining dividend income for shareholders with room for capital
appreciation. Global capital seeking diversification away from concentrated positions is meeting a China
that is increasingly channelling high-value, innovation-led companies through Hong Kong to tap
international capital, with HKEX positioned strongly at the centre of this exchange of capital.

looks increasingly like Brazil's natural consolidator in circular infrastructure.

Gillian Zhao

China Analyst
July, 2026
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Risk Warning

The information presented in this document is solely for information purposes and is not intended to be, and should not be construed as, an
offer or recommendation to deal in Utilico Emerging Markets Trust plc ("UEM"). Investments in UEM are subject to investment risks, and the
value of investments and the income derived from them may fall as well as rise and investors may not get back the principal amount invested.
Past performance is not indicative of future performance. Investors should read the prospectus along with the supplement(s) and seek relevant
professional advice before making any investment decision. The information presented has been obtained from sources believed to be reliable,
but no representation or warranty is given or may be implied that they are accurate or complete. UEM is managed by ICM Limited and ICM
Investment Management Limited. The Investment Managers reserve the right to make any amendments to the information at any time, without
notice. Issued by ICM Investment Management Limited (registered in England: 08421482), which is authorised and regulated by the Financial
Conduct Authority (FRN: 630094). The information in the title banner is as at 30 June, 2026 and approved by ICM Limited.

Utilico Emerging Markets Trust plc | Registered Office
The Cottage, Ridge Court, The Ridge, Epsom Surrey, KT18 7EP, UK | Company registration number: 11102129
www.uemtrust.co.uk
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