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China’s financial markets




What is Swap Connect?

Designed to give investors access to the China onshore interest rate swap
(“IRS”) market, Swap Connect is the latest Connect scheme linking Hong Kong
and mainland China’s financial markets.

Leveraging Hong Kong's robust financial market infrastructure
for investors to trade onshore RMB interest rate swaps

Northbound route
for international investors to access mainland China

Central clearing model
which enables international investors mitigate counterparty risk

Eligible Investors CIBM Direct or Bond Connect investors

¢ /-day Repo (FR0O007)
Eligible IRS Products & 3-month SHIBOR (Shibor_3M)
¢ Overnight SHIBOR (Shibor_O/N)
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Efficient hedging tool

Onshore interest rate swaps enable investors to manage risks more effectively

i

Deep liquidity Less volatility Better correlation
with onshore yields

Historical record shows onshore IRS differentiated from offshore products
for the lower volatility and better correlation with onshore China bond yields
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Source: Bloomberg, HSBC




How does Swap Connect work?

Pre-trade preparation

Get onboarded with international
trading platforms for Swap Connect

Submit application to Bond Connect O Get onboarded with a designated @
%
= (Tradeweb/Bloomberg)

I Company Limited (BCCL) I I JAAN market maker and clearing broker I

Trading and clearing process

Swap Connect -— Tradeweb/Bloomber Swap Connect  China Foreign Exchange Designated Swap
Trading investor 9 Trading Link Trade System (CFETS) Connect market maker
@ Frrociickto-trade @ rrociick-to-trade
b Y =

o Bilateral trade is executed

Clearing broker* e Client trade sent for
clearing via clearing <

broker
Central *Clearing is facilitated by
. designated clearing broker
Clearing
@ HKEX OTC Clear @ Swap Connect Shanghai Clearing
il (HKEX clearing subsidiary) Clearing Link House (SHCH)

Note: There are a number of factors affecting clearing of trades, including regulatory control (RMB 4bn inter-CCP cap) and client-specific conditions such as collateral cover and credit limit with clearing broker.
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How can HSBC help?

Your one-stop solution for Swap Connect

O Deep expertise in
/AR Swap Connect

We have an in-depth knowledge
through working closely with HKEX,
regulators and BCCL from the
inception of the Swap Connect to its
design and implementation.

"
o\ )
—

: -
o
. o~ o
b -
i
»
.

Single point for Supporting you at every
trading and clearing stage of your journey

We are both a designated market Our comprehensive solutions can
maker and a clearing broker for help you access China’s onshore
Swap Connect, offering a full-suite derivatives markets, providing full
solution and end-to-end support support across the transaction

from pre-trade to post-trade to help lifecycle from pre-trade to execution
you trade confidently. and central clearing.
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Completed the first onshore IRS Swap trade with an offshore China Interbank Bond Market investor
in the market under National Association of Financial Market Institutional Investors (NAFMI|I)

Top OTC Clear Member — HKEX Awards 2022
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Start your investment journey with us
To learn more about Swap Connect, contact your HSBC representative




Disclaimer

This document is issued by The Hongkong and Shanghai Banking Corporation Limited (HSBC). The information contained herein is derived from sources we believe to be reliable, but which we have not independently verified. HSBC
makes no representation or warranty (express or implied) of any nature nor is any responsibility of any kind accepted with respect to the completeness or accuracy of any information, projection, representation or warranty (expressed or
implied} in, or omission from, this document. No liability is accepted whatsoever for any direct, indirect or consequential loss arising from the use of this document. Any information (including market date, prices, values or levels)
contained here are indicative only and any examples given are for the purposes of illustration only and may vary in accordance with changes in market conditions. The opinions in this document constitute our present judgment, which is
subject to change without notice. We are not obliged to enter into any actual trade with you based on the any information contained herein. This document does not constitute an offer for, or advice that you should enter into, the
purchase or sale of any security, commodity or other investment product or investment agreement, or any other contract, agreement or structure whatsoever This material is intended for distribution to, or use by, Professional Investors
only, as defined in the Hong Kong Securities and Futures Ordinance. The document is intended to be distributed in its entirety. No consideration has been given to the particular investment objectives, financial situation or particular needs
of any recipient, you should conduct relevant due diligence and analysis, and seek necessary independent professional advice. Unless governing law permits otherwise, you must contact a HSBC Group member in your home jurisdiction
if you wish to use HSBC Group services in effecting a transaction in any investment mentioned in this document. This document, which is not for public circulation, must not be copied, transferred or the content disclosed, to any third
party and is not intended for use by any person other than the intended recipient or the intended recipient's professional advisers for the purposes of advising the intended recipient hereon.

HSBC does not provide legal, tax, accounting, regulatory or other specialist advice and you should make your own arrangements in respect of such matters accordingly. You are responsible for making an independent assessment and
obtaining specialist professional advice in relation to the merits of the proposals contained herein. In particular, this document may contain certain references to regulation. HSBC makes no representation that the references to regulation,
if contained herein, are exhaustive. There could be other references to regulation that may also be relevant to the proposals. HSBC does not give advice on regulation. You should consult your own advisers on regulation.

Copyright. The Hongkong and Shanghai Banking Corporation Limited 2017 - 2023. ALL RIGHTS RESERVED. No part of this publication may be reproduced, stored in a retrieval system, or transmitted, on any form or by any means,
electronic, mechanical, photocopying, recording, or otherwise, without the prior written permission of The Hongkong and Shanghai Banking Corporation Limited.






