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Decoding China's
QFIl new rules

With UBS, you can optimize your China access

With the official release of the "QFIl and RQFII Onshore Securities and Futures
Investment Management Rules" - the "QFIl Rules”- it is now simpler and faster
to access China's securities markets.

With our deep China experience, UBS Securities (UBS-S) is the only foreign securities firm who holds all the relevant licenses and
permits necessary to facilitate the ‘QFIl New Rules’ for our clients and investors.

Product / Solution lSJlé[;r_);)rted by " QFIl / RQFII holders can engage in

Clients will be permitted to lend out long positions to China Securities

Stock Lending Yes Finance Corp (“CSFC")
Margin Financing v Clients will be permitted to open margin accounts with their brokers for
and Stock Borrow & margin financing and stock borrowing-lending.

Clients will be permitted to trade all futures contracts listed on CFFEX,
*Financial Futures Yes with bond futures in scope. "Hedging purpose only" that is adopted
currently might be removed.

Clients will be able to trade commaodity futures contracts listed on (SHFE)

*Commodity Futures Yes (INE) (DCE) (ZCE).
o e l ll I ions i kand f
*Listed Options orovided Clients will be able to trade options listed on stock and futures

exchanges.

*In scope futures and derivatives products will be subject to approval by CSRC, PBOC, SAFE in a case by case manner.
*UBS-F is the whole owned subsidiary company of UBSS to conduct the futures related business

Why UBS-S?

e Firstforeigninvestmentbank to operate under FULL license in China and UBS-S hasbeen operatingin China for
over 13 years. The first foreign broker got approved with SBL license in A share market, and is also the first foreign
broker increased the stake to 51% in China

e Coverover 70 high profile QFIl / RQFII clients andis the leading foreign investment bank in China A share
market

e Deep China experience, and has the top ranked domestic research team, covering close to 500 A/H/ADR
names and is active in China primary market, including STAR board and main board IPOs, blocks and private
placement deals

e Topranked China A-Share research and corporate access team, and is the first foreign broker to launch A-
Share quant research

e Bestexecution capabilities, a global network and strong onshore-offshore cross border solutions



Stock Lending

Eligible: QFIl / RQFII holders

Clients are not required to open a new account and we
anticipate that the rules will largely follow the current settlement
model. The settlement cycle will be slightly different to Cash;
details are still being worked out with custodian banks.

UBS guide to getting started under the QFIl New Rules

Margin Financing and Stock Borrow

From: After the effective date.

Eligible: QFIl /RQFII holders.

Clients will need to open a margin account, which will need to
follow a securities firm settlement model, rather than the current
custodian bank settlement model.

Summary of requirements to commence stock lending
through UBS-S:

Account:
QFll/ RQFIlholders canlend outstocks heldin their cashaccount
with Custodian; UBS-S can facilitate the lending.

Documents Required:

e Stock Lending Agency Agreement

e Stock Lending Risk Disclosure Statement
e POA and ID copies for authorized persons

Lender Information Filing:

UBS-S will file the QFIl / RQFII account information with the
CSFC and corresponding stock exchanges as required by the
relevant regulator(s).

Lending Order:
e QFII/RQFIlholderscansendtheirstock lending ordersto UBS-S

e UBS-S Margin Financing Team will send the stock lending order

on behalf of the relevant QFIl / RQFIl client to the CSFC.

Reporting:

UBS-S will provide daily reports to each of our clients to show
stock lending transactions with CSFC and any stock returned
by CSFC.

Futures

From: After the effective date.

Eligible: QFIl / RQFII holders
Current futures trading model has not been changed by the New
QFIl Rules.

Open questions will be on latest product scope and application
process. Connectivity should be the same.

Summary of requirements to commence Margin
Financing and Stock Borrow through UBS-S:

Currently, QFIl custodian banks are waiting for additional
regulatory implementation details to be issued to further revise
procedures and make necessary systems enhancements.

UBS-S will keep you posted with the ongoing developments in
this area.

QFIll investment into PFM

From: UBS Futures(UBS-F)is ready to provide onshore futures
execution and clearing servicesimmediately.

Eligible: QFIl / RQFII holders

Summary of requirements for Futures through UBS-F:

UBS-F is a wholly owned subsidiary of UBS-S, a member of all four
onshore commodity exchanges (SHFE, INE, DCE, ZCE) and a
clearing member of CFFEX.

Bond Futures

¢ Designate a FMDB account (exempted for existing accounts)

e Open futures trading account with UBS-F (exempted for existing
accounts)

e Apply for a trading ID from CFFEX (exempted for existing
accounts)

o Apply for hedging quota from CFFEX (for hedging purposes)

e Transfer margin to your account and commence trading

Commodity Futures

e Designate a FMDB account (exempted for existing accounts)

e Open a futures trading account with UBS-F (exempted for
existing accounts)

e Apply for a trading ID from the relevant commodity exchanges
(SHFE/INE/DCE/ZCE)

e Transfer margin to your account and commence trading

From: After the effective date.

The investment scope of the PFM invested by QFIl / RQFlls should
be in line with new rules, and those investment and transaction
will be via the fund management companies and the custodian
banks of QFII/RQFIIs directly without brokers' directly
involvement.



This material has been issued by UBS AG and/or any of its affiliates ("UBS" and "we", "us"). The securities, derivatives or other financial instruments
described herein ("Instruments") may not be eligible for sale in all jurisdictions or to certain categories of investors. This material is for distribution
only under such circumstances as may be permitted by applicable law, rules and/or regulations. All communications between you and us may be
monitored. Please see further details as set out under "Country-specific information" below. Provenance and purpose This material has been
prepared by sales or trading personnel and it is not a product of our Research Department and is not intended to recommend, suggest or inform an
investment strategy. Opinions expressed may differ from the opinions expressed by our other divisions, including those of the Research Department.
Recipient to exercise own judgment. The information contained herein should not be regarded by recipients as a substitute for the exercise of their
own judgment. It has no regard to the specific investment objectives, financial situation or particular needs of any specific recipient and does not
constitute the provision of investment advice. Prior to entering into a transaction you should consult with your own legal, regulatory, tax, financial
and accounting advisers to the extent you deem necessary to make your own investment, hedging and trading decisions. Not an offer to transact
This material has been prepared for informational purposes only and is not an offer to buy or sell or a solicitation of an offer to buy or sell any
Instrument or to participate in any particular trading strategy. This material is not an official confirmation of terms. Conflicts of Interest This
material may contain proprietary commentary produced in conjunction with our trading desks that trade as principal in the Instruments. This
commentary may therefore not be independent from our proprietary interests or those of connected parties which may conflict with your interests.
We may have accumulated or may acquire a long or short position in the subject Instrument, or derivative thereof, on the basis of this material prior
to its dissemination. We may trade as principal or otherwise act or have acted as market-maker and/or as an execution venue in the Instruments.
Instruments may be highly illiquid which may adversely impact the price, spread and speed of execution of orders in those Instruments. Furthermore,
we may have or have had a relationship with or may provide or have provided investment banking, capital markets and/or other financial services to
the companies associated with the Instruments. We have policies and procedures designed to manage conflicts of interest. In order to control the
flow of information contained in one or more areas within UBS, into other areas, units, groups or affiliates of UBS, we may rely on information
barriers. Additional information can be found at "https://www.ubs.com/global/en/investment-bank/regulatory.html" and may be made available
upon request. Contents of Material This material is prepared from information believed to be reliable, but we make no representations or
warranties, express or implied, and owe no duties (including in negligence) as to the accuracy, completeness or reliability of the information
contained herein, nor is it intended to be a complete statement or summary of the Instruments, markets or developments referred to in the
materials. The information contained in this material is as of the date hereof only and is subject to change without notice. We do not undertake any
obligation to update this material. Any prices or quotations contained herein are indicative only and are not for valuation purposes. Past
performance is not necessarily indicative of future results. Statement of Risk The Instruments are not suitable for all investors, and trading in these
Instruments is considered risky and is appropriate only for sophisticated investors and in particular any target market identified herein. These
Instruments may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates, foreign exchange rates and
other market conditions. Some Instruments may be physically settled or cash settled. No Liability To the fullest extent permitted by law, neither we
nor any of our directors, employees or agents is liable for any loss (including indirect, special or consequential losses or damages, and even if we
have been advised of the possibility of loss) arising out of any person’s use of, or reliance upon, the information contained herein. Securities Act
Any Instruments that have not been registered under the United States Securities Act of 1933 may not be offered or sold in the United States except
pursuant to an exception from the registration requirements of the Securities Act and applicable state securities laws and in such circumstances as
may be permitted by applicable law. No redistribution or reproduction. We specifically prohibit the redistribution or reproduction of this material in
whole or in part without our prior written permission and we accept no liability whatsoever for the actions of third parties in this respect.
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