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2023 Year-end Market Report

HSIL Indexes’ AUM Reached Record High in 2023 Despite Market Downturn

Highlights of Key Indexes Performance

In January 2023, the Hong Kong stock market reached its peak for the year, as hopes for reopening boosted investors’ sentiment. However,
the market was on a downward trend for the remainder of the year due to several factors. Initially, uncertainties arising from the US regional
banking crisis and the outlook for Federal Reserve rates impacted market confidence. Subsequently, concerns over China’s economy further
exacerbated the market’s decline. In 2023, the Hang Seng Index (HSI) and the Hang Seng China Enterprises Index (HSCEI) were down by
13.8% and 14.0% respectively, while the Hang Seng TECH Index (HSTECH) posted a relatively better return of -8.8%. In mainland China’s
stock market, the Hang Seng China A Industry Top Index and the Hang Seng Stock Connect China A 300 Index declined by 6.0% and 11.6%
respectively.

The HSI Volatility Index (VHSI) and the HSCEI Volatility Index (VHSCEI) surged to their peaks in March and August 2023, as uncertainties
over the Fed rate and the economic outlook for China dampened market sentiment. Market volatility was in general lower in the year
compared to 2022.

Within the Hang Seng Composite Index (HSCI), large-cap stocks declined by 12.9%, outperforming mid-cap (-15.3%) and small-cap (-24.7%).
Among the HSCI industry sub-indexes, Energy was again the best-performing industry, recording an increase of 19.8% following a 17.3%
gain in 2022, versus Properties & Construction as the worst-performing industry (-30.9%).

The Hang Seng Corporate Sustainability Index and Hang Seng ESG 50 Index achieved better performance compared to the HSI by 5.5
percentage points and 3.5 percentage points respectively. The HSI ESG Index and HSCEI ESG Index, which combine the HSI and HSCEI
with ESG initiatives respectively, both outperformed their base indexes by 1.7 percentage points and 3.7 percentage points.

The Hang Seng Stock Connect Greater Bay Area Composite Index decreased by 15.8%. For the sub-indexes that measure performance by
Region, Industry, Theme, and Factor & Strategy, the respective outperformers were Shenzhen-Dongguan-Huizhou (-14.2%), Information
Technology (+4.5%), New Economy (-5.5%), and Innovation Top 50 (-11.9%).

For thematic indexes, the Hang Seng Automobile Index (+7.7%) and the Hang Seng China Metaverse Index (+5.1%) were the outperformers
among the Hong Kong listed market and the Mainland-listed / Cross-Market respectively.

Among the Hang Seng Large-Mid Cap Single Factor Indexes, the top-performing index is Dividend Yield (-10.8% in Comprehensive Series).
Among the Hang Seng China A Single Factor Indexes, the top-performing index is Low Volatility (-5.4% in Comprehensive Series).

As at 29 December, assets under management (‘AUM’) in products passively tracking indexes in the Hang Seng Family of Indexes was about
US$65.8 billion, which increased by 14.4% year-on-year despite market correction in 2023, implying net inflows into the universe. AUM in
exchange-traded products linked to the HSI, HSCEI and HSTECH increased to US$20.9 billion (+6.1%), US$5.5 billion (+1.7%) and US$16.2

billion (+65.7%) respectively.
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HSI, HSCEI and HSTECH
e HSI declined by 13.8% in 2023 after falling by 15.5% in 2022.
e HSCEI registered similar performance with HSI, with an annual return of -14.0%.
e HSTECH outperformed HSI by 5.0 percentage points, with an annual return of -8.8%.
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HSI Constituents
Among the 82 current HSI constituents, 26 rose in 2023. LI AUTO - W (2015.HK), LENOVO GROUP

(0992.HK), PETROCHINA (0857.HK) were the best performers, with yearly gains of 91.5%, 70.4% and

44.5%.

91.5%

LIAUTO - W

LENOVO GROUP 70.4%
PETROCHINA 44.5%
XIAOMI - W 42.6%
CNOOC ——— 30.3%
HSBC HOLDINGS —— )9 .8%
CHINA MOBILE — ) 5.2 %
—— ) ) 8%

NTES-S
ZIJIN MINING —— ) 0.2%

SMIC
CHINA SHENHUA

CLP HOLDINGS e 13.2%
BYD COMPANY
WH GROUP

SINOPEC CORP
TECHTRONIC IND —
HANSOH PHARMA —
POWER ASSETS —
—
_-—
-

CKIHOLDINGS
BANK OF CHINA
BIDU - SW :
SINOPHARM 3.1%
NONGFU SPRING
TRIP.COM - S
CHINA UNICOM
CHINA RES POWER
WUXI APPTEC -3.6% wm
CCB -4.9% w—m
ICBC -5.0% -
CITIC -5.3% w—
TENCENT -7.4%  —
SHENZHOU INTL -8.4% —
CHINAHONGQIAO -10.6% —
CKH HOLDINGS -10.7%  e—
CSPC PHARMA -11.5% —
HENDERSON LAND -11.7%  e—
SANDS CHINALTD -11.8% —
BABA - SW -12.3% —
(ele]N -13.0%  ——
GALAXY ENT -14.9% ——
HAIER SMARTHOME -17.1%  ——
CK ASSET -18.4% e———
HK & CHINA GAS -19.4%  —
BOC HONG KONG -20.3% ——
HKEX -20.5% =—————
SHK PPT -20.9% ——
LINK REIT -21.3% ———
AlA 21.6% =———
CHINA RES LAND 21.7% ——
CHOW TAI FOOK -23.0% e———
SUNNY OPTICAL -23.7% —
SINO BIOPHARM -24.1% ———
CHINA LIFE -24.5% ——
GEELY AUTO -24.6% ———
ANTA SPORTS -26.0% ——
MTR CORPORATION -26.7% —
CHINA RES MIXC -29.1% —
TINGY I _294% I
HANG SENG BANK -29.9% I
HENGAN INT'L -29.9%  ——
CHINA OVERSEAS -33.2% ——
HAIDILAO -35.1%
ALl HEALTH -36.2%
CHINA RES BEER -37.3%
CM BANK -37.7%
NEW WORLD DEV -38.8%
XINYI GLASS -39.8%
BUD APAC -40.4%
MENGNIU DAIRY -40.7%
WHARF REIC -42.0%
JD HEALTH -45.2%
XINYI SOLAR -47.2%
ENN ENERGY -47.5%
LONGFOR GROUP -48.6%
JD - SW -48.9%
WUXI BIO 50.5%
MEITUAN -W -53.1%
ZHONGSHENG HLDG -53.5%
CG SERVICES -64.3%
LI NING 69.2%

-80% -60% -40%

-20% 0% 20% 40% 60% 80% 100%
Return

www.hsi.com.hk 3

A wholly-owned subsidiary of Hang Seng Bank

Hang Seng Indexes - 2023 Year-end Market Report



BEEH

HANG SENG INDEXES

Volatility Indexes

e The differences between the peak and trough of the HSI and the HSCEI were 6,487pts and
2,285pts respectively, with the peak-to-trough spreads of both indexes lower than that of
previous year (HSI 2022: 10,279pts; HSCEI 2022: 3,851pts).

e The HSI Volatility Index (VHSI) and the HSCEI Volatility Index (VHSCEI), which measure the
30-calendar-day expected volatility of the HSI and the HSCEI respectively, both saw higher
peaks in March and August, with the VHSI exceeding 30 in the respective months amidst
uncertainties around Fed rate and China economic outlook.

e The VHSI and the VHSCEI reached their highest levels (VHSI: 31.5; VHSCEL: 35.2) in the year
on 21 Aug 2023, while the lowest levels (VHSI: 21.1; VHSCEI: 23.8) were observed on 12 May
2023.

e Market volatility in 2023 was in general lower than that in 2022, in terms of volatility index levels

and peak-to-trough spread.
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e Similar movement was observed for the HSCEI Volatility Index (“VHSCEI”).
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Hang Seng Composite Index (HSCI) - Size Indexes

e Within HSCI Size Indexes, Large-cap performed the best, declining by 12.9%.

e Small Cap was the worst-performing category with a decline of 24.7%, following a decline of

20.3% in 2022.

2023 2022
-30% -25% -20% -15% -10% -5% 0% -21% -20% -19% -18% -17%
Return
*Note:
Large Cap: Hang Seng Composite LargeCap Index
Mid Cap: Hang Seng Composite MidCap Index
Small Cap: Hang Seng Composite SmallCap Index

Hang Seng Composite Index (HSCI) - Industry Indexes
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e Energy was the best performing industry (+19.8%), followed by Telecommunications (+18.4%).

e Properties & Construction fared the worst, posting a decline of 30.9%.
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Thematic Indexes — Hong Kong-Listed
e The Hang Seng Automobile Index rose by 7.7% in 2023, after registering a decline of 41.4% in

the previous year.

2023 2022
Hang Seng Automobile Index 7% -41.4%
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ndex
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Return
SOE & POE Indexes — Hong Kong-Listed
e The Hang Seng China Central SOEs Index fell by 3.4% in 2023.
2023 2022
Hang Seng China Central SOEs Index -3- -5.1%
g Sy S o s s
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Mainland-Listed / Cross-Market
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Thematic Indexes
e The Hang Seng China Metaverse Index gained 5.1% in 2023, after a decline of 35% in 2022.
e The Hang Seng China A Defensive Industries Index dropped by 7.4%.

2023 2022
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Hang Seng Stock Connect Greater Bay Area Composite Index - Region / Market Indexes
e Shenzhen-Dongguan-Huizhou and Stock Connect China A performed the best among Region

Indexes (-14.2%) and Market Indexes (-17.1%) respectively.

2023 2022
Region
Shenzhen-Dongguan-Huizhou -142% -18.4%
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Market
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Stock Connect Hong Kong - -188% -17.4%
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Hang Seng Stock Connect Greater Bay Area Composite Index - Industry Indexes
¢ Information Technology increased by 4.5%, following a decline of 27% in 2022.
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Hang Seng Stock Connect Greater Bay Area Composite Index — Thematic Indexes

e New Economy dropped by 5.5%, following a decline of 22.5% in 2022.
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New Economy - -22.5%
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Hang Seng Stock Connect Greater Bay Area Composite Index - Factor & Strategy
Indexes
¢ Innovation Top 50 dropped (-11.9%), following a decline of 22.1% in 2022.
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ESG Indexes — Hong Kong-Listed
e The Hong Kong listed ESG index family is broadly categorized into 2 groups: best-in-class
and ESG integration.
e Inthe ESG integration series, HSCEI ESG Index has the best performance of -10.3%.
e In the best-in-class series, Hang Seng Corporate Sustainability Index has the best

performance of -8.4%.

2023 2022
HSCEI ESG Index - -103% -19.0%
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ESG Indexes — Mainland-Listed / Cross Market
e The Hang Seng (Mainland and HK) Corporate Sustainability Index dropped by 6.7%.
e The Hang Seng (China A) Corporate Sustainability Index fell by 6.8%.
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ESG Indexes — Thematic Indexes
e The Hang Seng Stock Connect Hydrogen Energy Index and the Hang Seng Shanghai-
Shenzhen-Hong Kong Clean Energy Index fell by 9.8% and 30.5% respectively.
e The Hang Seng Shanghai-Shenzhen-Hong Kong Autonomous and Electric Vehicles Index
dropped by 13.2%.

2023 2022

Hang Seng Stock Connect Hydrogen Energy Index -28.2%
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Smart Beta — Hong Kong-Listed

The Hang Seng Indexes Company studies various factors and selects those that can deliver
long-term risk premium. These factors can be classified into six groups: Value, Momentum,
Quality, Yield, Low Volatility and Low Size.

Our Smart Beta family of indexes offers Single Factor indexes for the six factor groups to suit
different investors’ needs in terms of factor exposures. Under the set of Single Factor indexes,
the Comprehensive version of the indexes are constructed to attain high investment capacity.
Besides Single Factor indexes, Multi-factor indexes are offered to capture the exposure to the
desired factor mix. The Multi-factor indexes combine Single Factor Indexes based on a top-
down approach.

In 2023, among the Hong Kong-listed Single Factor Comprehensive indexes, the Hang Seng
Large-Mid Cap Dividend Yield Comprehensive Index was the best performer (-10.8%),
followed by the Hang Seng Large-Mid Cap Low Volatility Comprehensive Index (-11.1%) and
the Hang Seng Large-Mid Cap Value Comprehensive Index (-11.4%).

Among the Hong Kong-listed Multi-factor indexes, the Hang Seng Large-Mid Cap Equal
Weighted Factor Mix (QVLM) Index has performed better (-12.2%) for the year.

2023 2022

Single Factor Comprehensive Index

Hang Seng Large-Mid Cap Dividend Yield

Comprehensive Index -17.6%

Hang Seng Large-Mid Cap Low Volatility

Hang Seng Large-Mid Cap Low Size

Hang Seng Large-Mid Cap Quality

Hang Seng Large-Mid Cap Momentum
Comprehensive Index _ -18.6%

Comprehensive Index -16.8%

Hang Seng Large-Mid Cap Value

Comprehensive Index -17.7%

Comprehensive Index -20.2%

Comprehensive Index -19.1%
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Multi Factor Index 2023 2022

Hang Seng Large-Mid Cap Equal Weighted

Hang Seng Large-Mid Cap Risk Parity Factor
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Factor Mix (QVLM) Index -18.3%
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Smart Beta — Mainland-Listed / Cross-Market

e Among the mainland-listed Single Factor Comprehensive indexes in 2023, the Hang Seng

China A Low Volatility Comprehensive Index performed best (-5.4%), followed by the Hang

Seng China A Value Comprehensive Index (-6.2%) and the Hang Seng China A Dividend

Yield Comprehensive Index (-6.7%).

e For the cross-market Single Factor Comprehensive indexes, the top runners are the Hang

Seng Stock Connect China Low Volatility Comprehensive Index (-6.5%), the Hang Seng Stock

Connect China Value Comprehensive Index (-7.6%) and the Hang Seng Stock Connect China

Momentum Comprehensive Index (-8.3%).

China A Single Factor Comprehensive Index

Hang Seng China A Low Volatility
Comprehensive Index

Hang Seng China A Value Comprehensive Index

Hang Seng China A Dividend Yield
Comprehensive Index

Hang Seng China A Low Size Comprehensive
Index

Hang Seng China A Momentum Compre hensive
Index

Hang Seng China A Quality Comprehensive
Index

-15%
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Hang Seng Stock Connect China Low V olatility
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Hang Seng Stock Connect China Value
Comprehensive Index

Hang Seng Stock Connect China Momentum
Comprehensive Index

Hang Seng Stock Connect China Dividend Yield
Comprehensive Index

Hang Seng Stock Connect China Quality
Comprehensive Index

Hang Seng Stock Connect China Low Size
Comprehensive Index

-15%
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Disclaimer

The information contained herein is for reference only. Hang Seng Indexes Company Limited (“Hang Seng
Indexes”) ensures the accuracy and reliability of the information contained herein to the best of its endeavours.
However, Hang Seng Indexes 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.

HSI Volatility Index and HSCEI Volatility Index (the "Volatility Indexes") are published by HSIL, which has
contracted with S&P Opco, LLC ("S&P") to maintain and calculate the Volatility Indexes. "Standard & Poor's" and
"S&P" are trademarks of S&P and have been licensed for use by HSIL. "VIX®" is a trademark of Choe Global
Markets, Inc ("CBOE") and S&P has granted a license to HSIL, with permission from CBOE, to use such mark for
purposes relating to the Volatility Indexes. The Volatility Indexes are not owned, sponsored, endorsed or promoted
by S&P or CBOE and neither S&P nor CBOE makes any representation regarding the advisability of investing in
products that are based on such Volatility Indexes or otherwise relying on such Volatility Indexes for any purpose
and neither S&P, CBOE nor HSIL shall have any liability for any errors or omissions in the Volatility Indexes or any

values thereof.

Hang Seng China A Power Grid Equipment Index, Hang Seng Shanghai-Shenzhen-Hong Kong Generation Z
Index, Hang Seng Shanghai-Shenzhen-Hong Kong Clean Energy Index, Hang Seng Shanghai-Shenzhen-Hong
Kong Autonomous and Electric Vehicles Index, Hang Seng Shanghai-Shenzhen-Hong Kong NextGen
Communications Index, Hang Seng Shanghai-Shenzhen-Hong Kong E-Commerce Index, Hang Seng China A
Charging Station Infrastructure Index and Hang Seng China A Robotics Index (the "Indexes") are published by
HSIL. HSIL has contracted with FactSet ("FactSet") to use the FactSet Revere Business Industry Classification
System ("RBICS") data which forms part of the data included to maintain and calculate the Indexes. "FactSet" and
"RBICS" are trademarks of FactSet and have been licensed for use by HSIL. The Indexes are not owned,
sponsored, endorsed or promoted by FactSet and FactSet does not make any representation regarding the
advisability of investing in products that are based on such Indexes or otherwise relying on such Indexes for any
purpose and neither FactSet nor HSIL shall have any liability for any errors or omissions in the Indexes or any

values thereof.
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HSI ESG Enhanced Index and HSCEI ESG Enhanced Index (the "Enhanced Indexes") are published by HSIL.
HSIL has contracted with Arabesque, ISS and Sustainalytics respectively to use the data from Arabesque S-Ray®,
ISS ESG and Sustainalytics which forms part of the data included to maintain and calculate the Enhanced Indexes.
Arabesque S-Ray®, ISS ESG and Sustainalytics are trademarks of Arabesque, ISS and Sustainalytics respectively
and have been licensed for use by HSIL. The Enhanced Indexes are not owned, sponsored, endorsed or promoted
by Arabesque, ISS or Sustainalytics and they do not make any representation regarding the advisability of investing
in products that are based on the Enhanced Indexes or otherwise relying on the Enhanced Indexes for any purpose
and neither Arabesque, ISS, Sustainalytics nor HSIL shall have any liability for any errors or omissions in the

Enhanced Indexes or any values thereof.

HSI ESG Enhanced Select Index (the "Enhanced Select Index") is published by HSIL. HSIL has contracted with
Sustainalytics to use the data from Sustainalytics which forms part of the data included to maintain and calculate
the Enhanced Select Index. Sustainalytics is the trademark of Sustainalytics and has been licensed for use by
HSIL. The Enhanced Select Index is not owned, sponsored, endorsed or promoted by Sustainalytics and
Sustainalytics does not make any representation regarding the advisability of investing in products that are based
on the Enhanced Select Index or otherwise relying on the Enhanced Select Index for any purpose and neither
Sustainalytics nor HSIL shall have any liability for any errors or omissions in the Enhanced Select Index or any

values thereof.

HSI Low Carbon Index (the "Low Carbon Index") is published by HSIL. HSIL has contracted with ISS to use the
data from ISS which forms part of the data included to maintain and calculate the Low Carbon Index. ISS ESG is
the trademark of ISS and has been licensed for use by HSIL. The Low Carbon Index is not owned, sponsored,
endorsed or promoted by ISS and ISS does not make any representation regarding the advisability of investing in
products that are based on the Low Carbon Index or otherwise relying on the Low Carbon Index for any purpose
and neither ISS nor HSIL shall have any liability for any errors or omissions in the Low Carbon Index or any values

thereof.
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Hang Seng Climate Change 1.5°C Target Index (the "Index") is published by HSIL. HSIL has jointly-developed the
Index with Wilshire Opco UK Limited ("Wilshire"). HSIL has contracted with Arabesque S-Ray GmbH, UK Branch
("Arabesque"), ISS ESG, and Sustainalytics Australia Pty. Ltd ("Sustainalytics") to use the data from Arabesque,
ISS ESG, and Sustainalytics which forms part of the data included to maintain and calculate the Index. Wilshire
has contracted with ISS ESG to use the data from ISS ESG which forms part of the data included to maintain and
calculate the Index. Arabesque, ISS ESG and Sustainalytics are trademarks of Arabesque, ISS ESG and
Sustainalytics respectively and have been licensed for use by HSIL or Wilshire as aforesaid mentioned. The Index
is not owned, sponsored, endorsed or promoted by Arabesque, ISS ESG and Sustainalytics and they do not make
any representation regarding the advisability of investing in products that are based on such Index or otherwise
relying on such Index for any purpose and neither Arabesque, ISS ESG, Sustainalytics, Wilshire nor HSIL shall

have any liability for any errors or omissions in the Index or any values thereof.

The information contained herein does not constitute any express or implied advice or recommendation by Hang
Seng Indexes for any investments. Investment involves risks. Prospective investors should seek independent
investment advice to ensure that any of their decisions is made with regard to their own investment objectives,
financial circumstances and other particular needs. Prospective investors should also note that value of securities
and investments can go down as well as up and past performance is not necessarily indicative of future

performance.

© Hang Seng Indexes Company Limited 2023. All rights reserved.
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