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The international central securities depository (ICSD) ETF settlement model allows
ETFs to move seamlessly across global stock exchanges. Available on HKEX, it makes
ETF shares issued in ICSD and cross-listed on HKEX fungible between markets. Through
the model, Clearing Members can use their Euroclear or Clearstream accounts to
receive and deliver ETF units to and from HKSCC’s account in Euroclear.

Benefits of the international ETF model

Domestic Issuance Model International Issuance Model

Settlement takes place in the central securities
depository (CSD) of the exchange where the trade
took place. When buying ETFs in one market and
selling in another, the settlement process required
to move or ‘realign’ a security to a different CSD is
highly complex and often causes inefficiencies.
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Settlement takes place in the ICSDs with a
single pool of inventory, eliminating the need for
realignment. Settlement risk is reduced as there
is no longer a need for burdensome cross-border
share transfer, one of the main reasons for ETF
settlement failure. Investors can benefit by

improved trading liquidity and narrower spreads.
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|ICSD post-trade processing

Trading Clearing Settlement

The Stock Exchange
of Hong Kong (SEHK)

HKEX Exchange Participants
pass orders to SEHK for
trade matching and
execution

Hong Kong Securities
and Clearing Limited
(HKSCC)

Matched trades are sent to
HKSCC for clearing

Central Clearing and
Settlement System
(CCASS)

Settlement in CCASS

takes place between

HKSCC’s account >
and the Clearing

Member’s account

1 ICSD model applies to Exchanged Traded Funds (ETFs) and Leveraged and Inverse Products (L&l Products).
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Clearstream account



Disclaimer

The information contained in this document is for general informational purposes only and does not constitute an offer, solicitation, inducement, invitation or
recommendation to subscribe for, buy or sell any securities, futures and options contracts, or other products or to provide any investment advice or service of
any kind. This document is solely intended for distribution to and use by professional investors. This document is not directed at, and is not intended for
distribution to or use by, any person in any jurisdiction or country where such distribution or use would be contrary to law or regulation or which would
subject Hong Kong Exchanges and Clearing Limited (“HKEX”), The Stock Exchange of Hong Kong Limited (“SEHK”), Hong Kong Futures Exchange Limited
(“HKFE”), or any of their affiliates, or any of the companies that they operate (together, the “Entities”, each an “Entity”), to any registration or licensing
requirement within such jurisdiction or country. No part of this document may be regarded as creating any obligation on the part of any of the Entities. Rights
and obligations with regard to the trading, clearing and settlement of any securities, futures or options contracts effected on SEHK or HKFE shall be subject
to the applicable rules of SEHK and HKFE and the relevant clearing house, as well as the applicable laws, rules and regulations of Hong Kong and other
relevant jurisdictions. Although the information contained in this document is obtained or compiled from sources believed to be reliable, none of the Entities
guarantee the accuracy, validity, timeliness or completeness of the information or data for any particular purpose, and the Entities shall not accept any
responsibility for, or be liable for, errors, omissions or other inaccuracies in the information or for the consequences thereof. The information set out in this
document is provided on an “as is” and “as available” basis and may be amended or changed. It is not a substitute for professional advice which takes account
of your specific circumstances and nothing in this document constitutes legal advice. None of the Entities shall be responsible or liable for any loss or
damage, directly or indirectly, arising from the use of or reliance upon any information provided in this document.

ADDITIONAL INFORMATION FOR PERSONS IN FRANCE

This document is being distributed only to, and is directed only at professional clients acting for their own account or acting for other professional clients
within the meaning of article D. 533-11 of the French Code monétaire et financier. Any person who is not a relevant person should not act or rely on this
document or any of its contents.

ADDITIONAL INFORMATION FOR PERSONS IN THE UNITED KINGDOM

This document is being distributed only to, and is directed only at: (a) persons who have professional experience in matters relating to investments who are
reasonably believed to be investment professionals (as that term is defined in Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the "Order")) and their relevant directors, officers or employees for the purposes of Article 19 of the Order; or (b) persons who are
reasonably believed to be high net worth entities (as that term is defined in Article 49(2) of the Order) and their relevant directors, officers or employees for
the purposes of Article 49 of the Order, and (c) other persons to whom it may otherwise lawfully be communicated in accordance with the Financial Services
and Markets Act 2000 and the Order (all such persons together being referred to as “relevant persons”). Any investment or investment activity to which this
document [and the related presentation] relates is available only to relevant persons. Any person who is not a relevant person should not act or rely on this
document or any of its contents.
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