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Hang Seng China AH Premium Index



The Hang Seng China AH Premium Index (“AH Premium Index”), a member of the Hang Seng China AH Index Series (“China AH Series”) launched on 9 July 2007, measures the absolute price premium (or discount) of A shares over H shares for the largest and most liquid mainland China companies with both A-share and H-share listings (“AH Companies”). Due to the differences in the market characteristics of the Mainland and Hong Kong stock markets – such as different market environments, different groups of investors and the inconvertibility between A shares and H shares – the A-share and H-share prices of the same company generally diverge. The AH Premium Index is designed to provide the market with a simple and easy-to-follow barometer to measure such price differences. It aims to calculate the weighted average premium (or discount) of the A-share prices versus the H-share prices of the constituents, according to the freefloat-adjusted market capitalisation of AH Companies. Hang Seng China AH Index Series
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Universe The universe of the AH Premium Index comprises all companies that have: • A shares primarily listed on the Shanghai Stock Exchange or the Shenzhen Stock Exchange; or • H shares primarily listed on the Main Board of the Stock Exchange of Hong Kong



Selection Criteria Eligibility Screening To be eligible for selection, companies in the Universe for either A shares or H shares must: A Shares 1. Rank in the top 90% of total market turnover over the past 12-month period; 2. Are not classified as ST/*ST stock or S stock; and 3. Have not been suspended for over one month as of the end of any review period H Shares 1. Be constituents of the Hang Seng China Enterprises Index. The top 300 A-share companies in terms of past 12-month average A-share market capitalisation or H-share companies that meet the above criteria form the Eligibility List. www.hsi.com.hk
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Selection Companies on the Eligibility List will be selected as constituents of the AH Premium Index when they have both A shares and H shares listed and do not have any outstanding unlisted share capital. The AH Premium Index is reviewed half-yearly.



Calculation Methodology By comparing the constituent market capitalisation based on A-share prices with that based on H-share prices, the AH Premium Index shows the current premium (or discount) at any time. The formula for calculating the AH Premium Index is shown below: Current Index



= Valuation of Constituents Based on A-share Prices x 100 Valuation of Constituents Based on H-share Prices



∑ [(ISA x FAFA) + (ISH x FAFH)] x PA ∑ [(ISA x FAFA) + (ISH x FAFH)] x PH



= PA PH ISA ISH FAFA FAFH



: : : : : :



x 100



Current A-share price (in USD) Current H-share price (in USD) Number of A shares issued Number of H shares issued Freefloat-adjusted Factor for A shares, which is between 0 and 1 Freefloat-adjusted Factor for H shares, which is between 0 and 1



When the AH Premium Index is higher than 100, A shares are trading at a premium to H shares. Conversely, when the AH Premium Index is lower than 100, A shares are trading at a discount to H shares. The index will be at 100 when A-share prices are at par with H-share prices on average. Number of issued shares (“IS”) refers to the actual total number of each class of shares issued by each constituent. IS are updated quarterly. The freefloat-adjusted factor (“FAF”), representing the proportion of shares that is freefloated as a percentage of the issued shares, is rounded up to the nearest 1% for FAFs below 10% and otherwise to the nearest 5% for index calculation. FAFs are reviewed quarterly. For companies with more than one class of shares, FAF will be calculated separately for each class of shares.



Index Overview Launch Date Backdated to Base Date Number of Constituents Review Frequency Rebalance Frequency Vendor Codes Bloomberg Thomson Reuters



AH Premium Index 9 July 2007 3 January 2006 3 January 2006 Variable Half-yearly Quarterly HSAHP .HSCAHPI



The information contained in this document is not intended to provide professional advice and should not be relied upon in that regard. Persons intending to use any information obtained from this document are advised to obtain appropriate professional advice. © Hang Seng Indexes Company Limited 2010. All rights reserved.
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Disclaimer: All information contained herein is provided for reference only. Hang Seng Indexes Company Limited (“HSIL”) ensures the accuracy and reliability of the above information to the best of its endeavours. However, HSIL makes no warranty or representation as to the accuracy, completeness or reliability of any of the information contained herein and accepts no liability (whether in tort or contract or otherwise) whatsoever to any person for any damage or loss of any nature arising from or as a result of reliance on any of the contents of this document, or any errors or omissions in its contents and such contents may change from time to time without notice.
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