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CGSE background

* Foundedin 1910

* sole exchange recognised by the
Hong Kong Government

* daily transaction value ranges
from HKS 100bn to HKS 120bn.






Xi Jinping (The

visited Qianhai in 2012




Mission: 1500 ton bon!warehouse




CGSE Role in QH







Mr. Denny Wu,

Sr. Vice President, Ping An Commodities Trading Co., Ltd.

Qianhai Bonded Warehouse,

the Bridge of the Gold Corridor
5 June 2017
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China’s Gold Market Present Situation

HERETHIAR

The Interbank Market
RETEIZ A TS

The Gold Jewelry Market
REXRETH

Entrepot Trade Centre

®RORZPO

Three Markets
=41

Where Shanghai Gold Exchange and Shanghai Futures Exchange is located.
EBEER MR LIS S FREEN

Where Gathered the headquarters of domestic Banks’ trade department to deal
on the board and OTC, which accounted for about 70% of SGE and 40% of SHFE’s
gold trade volume.

REENBRITETRSHNHITHAROTCR S, 47 LHSCERXHELAT0WRSHFER S HEY
R HEMIA0%

The jewelry gold industrial chain in Shenzhen which is the biggest manufacturing
and trading center consists of 3600 jewelry companies ,hiring over 400K
employees and covering 60% capacity of the gold jewelry in the China mainland.
RINBEHKRE= L, 600RTBEHELY, ERIITAKEEEGE~LZz—, EBRE
FEEWLHHEETOERZPL, SEERSKRETEMN60%, EiEMLAZGEIT407.

Hong Kong is the largest gold transit center over China, which contributes 80% of
China’s physical gold import.

ERARTERALSEANERSEEHL, ALSEFTEXYHORSEES0%

In 2016, the net exports volume of gold from HK to China is about 771 metric

tons while 862 metric tons in 2015.
2016EE BB P EMNESSE OAN771/A M, 201540 4862/ M,
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China’s Gold Market Present Situation

TEESTHAR
Two onshore Exchanges in Shanghai & One offshore Exchange in Hong Kong
BAERZHR (L8) +— A BEXZA (§#)
pe—— . Major listed contract is the onshore physical gold
EI]E k 0} ﬁ.é\i bﬁ and the offshore international board physical gold
f‘ Zammmm SHANGHAI GOLD EXCHANGE in Free Trade Zone.(CNY,CNH Contract)
— A~ FEZEENRSIAREARBRAXNERRE
24
[ /~
J;j ( \ Major listed contracts are the onshore gold futures
/ / \=/ contracts.(CNY Contract)
. FEZEENREHREN
v LiaME2LG e
[/ SHANGHAI FUTURES EXCHANGE
Shanghai
,I 8
«
¢ o o = | Major listed contracts are the offshore Hong
— [ The ( ‘IE %' jver ;«m% S - Kong physical gold and the Loco London
T - Y i contracts.
v/ (HKD,USD,CNH Contract)
| FEREFRSURAARMBEIAK AL
. ]
_ Hong Kong
- (g = i
f
£

11



China’s Gold Market Present Situation
FEESTHIR

Situation and Problem of Vaults in China
TR EIRZ o) @

SGE Domestic Banks
LBEREXHM BRHRET

| m— |

Mandate the Domestic Banks to
operating and managing the FTZ vault
and the domestic vault

iﬁ%ﬂ%ﬁﬁﬁ’é%ﬂﬁ&ﬁﬁ&

| Two way transport (T+1 Day)
SGE FTZ Vault I WEiEk (T+1H)

S ) :

Hong Kong Vaults
BEREESRAE

I
I
Domestic Vault |
|
I

SHFE
R ST BRAREREE Only import transport (T+1 Day)
. . #EOFHm (T+18)

Mandate the Domestic Banks to
operating and managing the domestic

vault TWO PROBLEMS
EREARGERRNE R T EBEF A
1. The efficiency of logistics between Hong Kong gold vaults and domestic/SGE FTZ vault
BEERECXIESEACE. LEEFXECEEEHXE

2. Some functions of SGE International Board is partially suspended that can not play its full

roles.

Eifrtk A 5T Z 2555 R AR R R T %X £ BBIRBE

CGSE
TRV A5

The vault provide service to the
foreign institutions

BETT ARIMER RS

Others Exchange
HAth3Z 5P

Foreign

Institutions
BEIMILAE

Two way transport (T+N Day)
MEiEi (T+NH)

Others Vaults

Hith S22 3 E




Qianhai (Shenzhen) Project Introduction
RIS E MR

The QH Free Trade Zone Bonded Vault Project can be
summarized as “ Trading in Hong Kong, Clearing and
Settlement in Macau, Delivery in Qianhai (Shenzhen)", which
can connect the Asia-Pacific market and international market
by using CNH as the settlement currency . The whole
operating pattern aims to be the service center provides the
delivery, settlement and storage.

AR RR AR ETE TMBE N ERXS. &
MEHE. 8RR, TUERTATHRERTHIAA
RU#ATEEZE . BAZEREARERE. SHENCH
A—EEERS il

Qianhai (Shenzhen)
FTZ bonded vault

RY TG 5 X R
XEIE

RMB kilo bar
contract (CNH) CONTRACT
delivery in Qianhai N
BN R FRTH

Form a complete set
of trading, delivering,
clearing and
settlement system

EEXS. CHEEE

TN
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The Qianhai Bonded Vault Project of CGSE
B RLR S HAERBRNERE

Mentality of Qianhai (Shenzhen) FTZ Bonded Vault System
SRR ABRIRCEER TR

* One-stop service experience, offshore financial services, physical inspection services, insurance
s —RBRFEE, BEERRS. XVRRRS. RERNRS

Convenience * Be designed for others precious metals and be integrated with the others exchange

{EiE BT RECE THFRHMESRE TSRANTHFAKENED

*Shorten the gold transit between Hong Kong and China Mainland last 50km to increasing efficiency of
delivery
Efficiency s BIEEB 5 AR HEE O RF50A RBRIBINTFIRE

= e The good delivery of the new CNH Kilo Bar contract will be required as both the SGE and LBMA’s good

A delivery
* REMNCNHA T £ EHIGIEESGESIBMAIY T X FIMK Y ES
 The vault will have the full amount insurance for the precious metal stored
s CERNFREPHREBRYH#TLARE

Safety

* The well-renowned international financial group will have the credit back ups for the vault
e « HIAXRBSRMINNEICEFRY
 The setup of offshore vault will not have any contradiction of domestic policies regarding foreign
exchange and gold
s EREEMIITAEMERMNC R RS EEBK
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The Qianhai Bonded Vault Project of CGSE

EHRSRIV R ZHINSRBZRNERE
Planning of Vault
THRERIT
e EEE 1%\
" The Chinese G;!ATE‘:E“«.‘Sr‘lY?ZLE‘Exx:har\ge Society
| Mandated & Authorized ® CGSE QH FTZ Vault : Used to the delivery and storage of the new CNH Gold

e FIERB Contract

—————— : 3 ¢ ATERUBRAGMARTANZFESONZIRCHE
inks or. Financial Holding Group

ReIT e pi= AR ® Gold Vault for futures : Preparing for the oversea exchange’s future contracts
® RATHEEIEMZFRPRENNTE

Operating & Management

BE. EE
® Gold Vault for Consignment : Preparing for banks who need to do gold consignment
Gold Vault For the  CGSE QH FTZ Gold ¢ RATHERFEARFEILNREES

Safe Deposit Vault

® Gold Vault for the Safe Deposit : Preparing for domestic exchange
¢ HATNERBEAZZAFMMECESE
Gold Vault for

Consignment

Others Precious @ Others Precious Metals Vault : Used to the storage for physical silver outside

Metals Vault China and the delivery of the future contract

Gold Vault for ® FIEATHERIARIATNECHEEMESANAEZH

Futures
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The Qianhai Bonded Vault Project of CGSE

EARASRIL R ZFISABTRERR
After Vault System Built
_____NSCRHRERE_
QH FTZ Bonded Vault System CGSE
SARXARTREGR SRVEZT

Operating & Managemenijt

Gold Vault For CGSE QH FTZ
fhears Gold Vault
SGE FTZ Vault Iranspm (T+0 Day) Deposit

Others Exchange
Hthzz Z A

I I
I I
I I
I I
Domestic Banks | |
BRSRT | Banks orf_inanci_al Eolding Group |
I
I
I
I
I

|
|
: el | = (o) Service
| | Gold Vault for R — Foreign Institution
| | ] Consignment 514
: Domestic Vault | e ———
2
| R S : Gold Vault for
- a Futures

Others Vault

|
|
|
|
y |
| I
I |
| I
| Others Precious |
| |
| |
| |
| |
| |
| | Hithim & 3B E
| |
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Key Words

Real-time

Planning of the Contract
ZHERT

Good
Deliveny

SGE & LBMIA

Both Sides
Clear

Important

CNH Kilo Bar
QH-delivery,

Good Delivery for SGE & LBMA
SGE BLBMA [F81 T/ 55 2/

CGSE QH FTZ
Gold Vault

Good Delivery
g8
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Project of CGSE
The Path
T B B
Step Step

Temporary Integration
Vault Completed
= AInE S SERLRTIE

Affiliated System
Trade & Store Construction

IREELE

Step

Vault Built
CEER

Completed

1=

Block Chain
BEZAHE

20194
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Mr. Raymond Chan

Former President (1996-2000) & Advisor to
Shenzhen Qianhai Chinese Gold & Silver Exchange Society

Opportunities of

Qianhai Bonded Warehouse Project
5 June 2017



The participation of offshore RMB to trade gold

* The premium / discount of China gold price

RMB/GM can be arbitraged against London,
ie USD/OZ.

London
e The triangle in the mkt, meaning CNH/gm- USD/oz
CNY/gm-USD/oz, on factors of demand

supply, liquidity, exchange rates, interest
rates.

Shanghai
CNY/gm



The location swap

* There will be 3 regional depositary namely at
Singapore/ HK /Qianhai Freetrade Zone. Shanghai Gold Exchange

* Logistic. Convenience to participants in the region, / China the largest
minimizing unnecessary movements, creating producer and consumer
friendly and efficient trading / hedging/ arbitrage o el
opportunities. Premium or discount edges. *

* Time-cost-liquidity for traders and manufacturers.

* soft ware services for logistic institutions like data
records of transfers, custodian, bulk size
movements.

* Financing.

N Lz
- ARKRS » *
* .

Australia
The second largest

\ gold producer

Singapore

C: D Lz
2
UK

LBMA

. » /

Cambodia Indonesia Laos Loco London
COMEX Future
== fa s =N

Malaysia Myanmar Thailand Vietnam



Product swap

* Dore-fine bars-new jewllery-
jewllery scrap-unrefined bars.

* Enhancing refiners, jewllery
manufacturers, jewllery
wholesalers, jewllery retailers.



Financing

Transaction banking = cash-gold liquidity.

* Interest spread from different demand /
supply clientele in the region.

* B/ + C/financing requirements.

* Bridging financing in the industry, facilitate a
vertical integration.




CEO, Singapore Bullion ssociation (SBMA)

Closing Remarks
5 June 2017
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MOU between CGSE and SBMA
on Closer Cooperation
between Hong Kong and Singapore
Precious Metals Sector

5 June 2017




