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Dear Sir or Madam,
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Comments on CSRC Consultation on Provisions on Improving the Regulation
of Covered Short-Swing Transactions
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On behalf of members of the Asset Management Group (“AAMG”) of Asia Securities Industry &
Financial Markets Association® (“ASIFMA”), we are pleased to submit our response to the CSRC’s
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ASIFMA is an independent, regional trade association with over 170 member firms comprising a diverse range of leading financial institutions
from both the buy and sell side, including banks, asset managers, law firms and market infrastructure service providers. Together, we
harness the shared interests of the financial industry to promote the development of liquid, deep and broad capital markets in Asia. ASIFMA
advocates stable, innovative, competitive and efficient Asian capital markets that are necessary to support the region’s economic
growth. We drive consensus, advocate solutions and effect change around key issues through the collective strength and clarity of one
industry voice. Our many initiatives include consultations with regulators and exchanges, development of uniform industry standards,
advocacy for enhanced markets through policy papers, and lowering the cost of doing business in the region. Through the GFMA alliance
with SIFMA in the United States and AFME in Europe, ASIFMA also provides insights on global best practices and standards to benefit the
region.
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consultation on the draft Provisions on Improving the Regulation of Covered Short-Swing
Transactions (referred to herein as the “Provisions”) issued on 21 July 2023.
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We very much welcome and appreciate CSRC's efforts in drafting the Provisions to clarify the
questions that foreign investors have with short swing transactions and especially to treat domestic
and foreign investors equally when it comes to the regulation of short swing transactions. For
example, allowing the shareholdings of qualified overseas publicly offered funds (like domestic ones)
to be calculated on a per fund/product basis.
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With the aims of (i) answering the other questions that foreign investors have on the Provisions, (ii)
facilitating the compliance and implementation of the Provisions by both investors and the
regulator, and (iii) promoting foreign investment into China via global asset managers, set out below
for the CSRC’s consideration are our comments and suggestions:

1. AP RIS

Transactions without paid consideration
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Article 6 of the Provisions sets out certain circumstances that are not considered short swing
transactions. These exempt circumstances include both transactions involving the payment of
consideration and those that do not.
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Although Article 5 deals with the determination of the time of purchase or sale of Covered
Securities, we read it to mean that such purchase or sale which involves no payment of
consideration by a Covered Investor would not be treated as a short swing transaction.
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suggest that the circumstances in Article 6 that do not involve the payment of consideration (e.g.,
clauses (vi), (vii) and (ix)) be moved to Article 5 because they do not even fall within purchase and
sale activities under the Provisions. This way, the exempt circumstances in Article 6 are limited to
those circumstances that involve the payment of consideration. We believe that this would be
clearer to distinguish the two different types of circumstances.
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2. WEBEHME&/AS BT ERFA ISR NEE

Exempt Circumstances and Per Product/Portfolio Calculation of Covered Securities
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Beside setting out the circumstances that are not considered as short swing transactions, Article 6 of
the Provisions also provides that certain institutional investors may calculate their Covered
Securities on a per product/portfolio basis. Since the latter are not exempted circumstances, we
suggest that the latter, i.e., the second part of Article 6, be put in a separate article.

3. MHEAIMEEEE —RRL

Consistent treatment for domestic and foreign institutional investors
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The second part of Article 6 of the Provisions provides that the following institutional investors shall
calculate separately their shareholdings of Covered Securities based on each product or portfolio:

(i) ZEMHSIRERES ., BAFRZRERES . F&EE (UITFREK “FEBEE” )
the national social security fund, the basic endowment insurance fund and the annuity fund
(referred to herein as “Pension funds”); and
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&) .
publicly offered securities investment funds (referred to herein as “Public funds”)
established in accordance with the PRC Funds Law and other laws and regulations.
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Based on the principle of treating domestic and foreign equally, we believe that the foregoing
institutional investors should include those foreign ones. Similarly, foreign asset management
products similar to those domestic privately offered asset management products (referred to herein
as “Private products”) that are allowed to calculate their holdings of Covered Securities on a per
product basis should also be allowed to do the same.
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This is also because we feel that the focus of the second part of Article 6 should not be on
institutional investors but on the situations under which holdings in Covered Securities can be
separately calculated on a per product or portfolio basis. The situations listed in the second part of
Article 6 suggest that those situations where (i) there are numerous beneficiaries in a pension fund
or retirement type product, and (ii) there are numerous investors in a publicly offered fund, separate
calculation of holdings of Covered Securities on a product or portfolio basis is allowed because the
likelihood and risk of them being involved in insider trading is very low. We suggest that institutional
investors who meets these characteristics (no matter domestic or foreign) should be allowed to
calculate their holdings of Covered Securities on a per product/portfolio basis.
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Therefore, we suggest not only to move the second part of Article 6 of the Provisions to a separate
article, but also to include provisions for similar foreign funds and Private products.

4. PSR ESA RIS BRI X4

Conditions for separate calculation on a per product/portfolio basis
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Similarly, based on the principle of treating domestic and foreign equally, we believe that the
conditions for allowing separate calculation on a per product/portfolio basis should be the same,
whether it is a domestic or foreign product or portfolio. These conditions should be clearly set out in
the Provisions. As noted in section 2 of this response, we believe that there are at least two
different considerations for applying the separate calculation on a product/portfolio level (i.e., if
there are numerous investors or beneficiaries, it is highly unlikely that a single investor or beneficiary
will acquire more than 5% of the interest of a listed company and also that they will act in concert).
These two considerations should be dealt with separately from the requirements for the fund
manager (see section 5 below for more details).

(a) M2 {RfER G HATFREREGE S, FEois

National social security fund, pension fund and annuity fund
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We believe the reasons for allowing domestic national social security fund, basic endowment
insurance fund and annuity fund to calculate holdings of Covered Securities on a per product or
portfolio basis also apply to similar types of funds established overseas. Therefore, we believe that
as long as a foreign asset manager can demonstrate to the CSRC that these funds managed by it are
established for retirement savings in accordance with the law or regulations of a recognized
jurisdiction, these foreign funds or portfolios should be allowed to calculate their holdings of
Covered Securities on a per product or portfolio basis.
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As these types of foreign funds are typically long-term investors with no interest in acquiring a
controlling interest in any listed company, it is in China’s interest to calculate their shareholdings in a
listed company on a per fund or portfolio level rather than have their shareholdings aggregated with
the shareholdings of other funds and portfolios that happen to be managed by the same asset/fund
manager.

(b) AFF4
Public funds
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Similarly, we believe that the reasons for allowing domestic Public funds to calculate holdings of
Covered Securities separately on a per product or portfolio basis is because such funds typically (i)
are highly regulated, (ii) have numerous investors, (iii) have restrictions on the fund owning more
than a certain percentage (e.g., 10%) of a listed company, (iv) have many distributors (e.g., banks
and securities companies) distributing their fund so its investors are very dispersed, and (v) are
unlikely to have access to inside information and engage in insider trading. The foregoing reasons
apply equally to foreign Public funds. Therefore, domestic and foreign Public funds should be equally
allowed to calculate holdings of Covered Securities separately on a per product/portfolio basis, or be
subject to the same conditions (if any) for such purpose.

(c) AAZ™dh/F4e

Private products/funds
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Article 9 of the Provisions provides for the calculation of shareholding of a domestic institution on an
aggregate level while the second paragraph thereof provides for calculation on a separate product
basis for “collectively privately offered asset management products managed by securities and fund
operators” and products (referred to herein collectively as “Private funds”) managed by a privately
offered securities fund manager that has “standardized internal control, sound governance structure
and basically the same investment management mode as that of a publicly offered fund manager”
approved by the Asset Management Association of AMAC (“AMAC”).
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We suggest that CSRC sets out the conditions (if any) in the Provisions under which both domestic
and foreign Private funds/products can calculate their holdings in Covered Securities on a per
product basis.

(d) SRAT P ™ fh % H At FAD™ i

Bank wealth management products and other similar products
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We notice that bank wealth management products (which are regulated formerly by the CBIRC and
now NFRA) and other similar products are not mentioned in the Provisions. We believe that like
Public funds and Private funds, these products should be allowed to calculate their holdings in
Covered Securities on a per product basis. Therefore, we suggest that the Provisions include bank
wealth management products and other similar products.

5. HIFRERERE

Application process and details
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We understand that CSRC may not be familiar with how foreign Public funds and Private funds are
regulated as each jurisdiction is different. We think this is why CSRC is requiring foreign Public funds
to apply to CSRC (and domestic Private funds to apply to AMAC) if they want to calculate their
holdings in Covered Securities on a per fund or product basis. For ease of application by foreign
asset managers and approval by CSRC, setting out the conditions therefor in the Provisions would be
very helpful.
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As many of our members are global asset managers that manage the investments of a large number
of funds, including umbrella funds and their sub-funds, it would be helpful if the CSRC can consider
simplifying the application and approval process for funds under an asset management group (e.g., a
single application and approval for an asset manager/group which would cover all the funds and
accounts it manages) instead of separate application for each individual fund or sub-fund managed
by it.

(a) L&) AT

Fund conditions
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We already suggested in the previous sections that the conditions for allowing certain funds,
products or portfolios to calculate separately their holdings of Covered Securities on a per
fund/product/portfolio basis be set out clearly in the Provisions and that such conditions apply
equally to both domestic and foreign ones. We believe that the calculation on a per
fund/product/portfolio basis should focus mostly on the nature of the fund/product/portfolio itself
and less so on the fund manager.

(b) Z:& I ARIER

Fund manager requirements
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However, we understand that there should also be some requirements on the fund manager of
these funds, products and portfolios. Article 11 of the Provisions sets out the requirements for a
foreign Public fund management institution to apply to the CSRC for the calculation of shareholdings
in Covered Securities on a per product basis. Since Article 9 provides that Private fund managers
with standardized internal control, sound governance structure, and investment management mode
basically consistent with those of Public fund managers may also apply to AMAC for calculation of
holdings of Covered Securities on a per product level, we suggest that the requirements for the fund
manager for both Public funds and Private funds seeking to calculate their holdings of Covered
Securities on a per fund/product/portfolio basis be the same and clearly set out in the Provisions.
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The fund manager requirements should be more general in nature as foreign fund management
institutions often are not regulated nor operated in exactly the same manner as domestic fund
management institutions. For example, global asset managers tend to manage a large number (e.g.,
hundreds to thousands) of funds and cannot possibly have a separate portfolio manager or a
different investment decision-making body for each fund that they manage (which Article 11(iii)
seems to require). In fact, quite often funds with similar strategies (e.g., emerging markets or China
focused) would have the same team of investment professionals (e.g., research analysts and
portfolio managers) sharing research and investment views. But the portfolio manager of each fund
will make his independent decision based on the investment objective and strategy of each fund.
This is one of the reasons why generally there is no requirement in other jurisdictions for the fund
management institution to establish an isolation mechanism among the portfolio managers of
different funds or the investment decision-making body of different funds.
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Similarly, global asset managers are usually regulated and specifically authorized to manage funds
and/or third-party assets. They are required to have a sound governance structure but that usually
does not include having a system that isolate the business and clients’ key information between
them and their affiliates (which Article 11(i) seems to require). In fact, in the case of most global
financial institutions, internal controls and risk management are usually implemented on a group
level where the parent or a group entity would oversee the compliance by all entities within the
same group with relevant laws and regulations globally, and conduct surveillance and monitoring of
the activities of group entities worldwide. For example, for disclosure of interest obligation, the
group may aggregate the shareholdings in a listed company by all members of the group and the
funds and portfolios that they manage. If no entity in a group has visibility on the business and/or
client information of each of the group’s entities, the reporting of shareholdings in a listed company
can only be done on an entity level and not on a group level.
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Given the highly unlikely possibility of a fund manager or an investor using regulated Public funds or
Private funds to take control of a listed company or to gain access to insider information so as to
profit from short swing transactions, we suggest that the isolation requirements in Article 11(i) and
(iii) of the Provisions be deleted. Otherwise, most global asset managers will not be able to benefit
from the separate calculation of holdings of Covered Securities on a per product/fund/portfolio
level.
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(1)~ ON) BURBAMEGE N E) S5, AR AR R ER . R B4 i/ 2/
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We have no issue with the requirement in Article 11(ii) of the Provisions. We read Article 11(iv), (v)
and (vi) of the Provisions as obligations of the foreign fund management institution and not its
eligibility requirements. It would be better if the eligibility requirements and obligations of the fund
management institution seeking to calculate holdings of Covered Securities on a
product/fund/portfolio basis can be separately stated in the Provisions.

BT IRAT R E A, FRATE R 512 AL T BT I UE IS 2 00 o (R T2k 8 BN IR 28K
(BN (ERE BRI AR BT AN IR T A A M UAL 45 B 8 S N IR Z= I DR R B M) 55N
ZNF QFI SR, F (AT SRR BT RS E PN B BB INE) B+ =R 0 3k 4
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In light of our comments above, we urge CSRC to replace the requirements set out in Article 11 of
the Provisions with fund manager requirements that are similar to those set out in existing CSRC
regulations such as Article 6 of the QFI Regulation for QFls and Article 13 of the Measures for the
Supervision and Administration of Publicly Offered Securities Investment Fund Managers for foreign
shareholders of foreign-invested FMCs.

filtn, XEEORATAFE LT NEY: BB B () —ARAE N AT m) R 5 X R A sk
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For example, these requirements could include the following: the fund management institution (i) is
established and legally in existence in accordance with the laws or regulations of a recognized
jurisdiction; (ii) is authorised to manage and has experience in managing publicly and/or privately
offered collective investment schemes; (iii) has sound governance structure, internal control system
and compliance management regime; and (iv) is in compliance with relevant rules and regulations
applicable to it and has not been subject to any major punishments by regulatory authorities in the
past three years. In addition, CSRC may wish to consider requiring the fund management institution
(x) to treat all the funds that it manages separately and independently from each other; (y) manages
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the investments of each fund separately based on the separate investment objective of such fund;
and (z) each of the funds that it manages is segregated from each other, has separate accounting
and is held separately by a third party custodian.

AR (HED Bed A SRS ML SR S W 2 A AL I A BN IR, B A < A7 it F) o
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If the Provisions can set out the fund conditions and the fund manager requirements for both Public
funds and Private funds, there will be greater clarity on the approval process for foreign funds and
products and ensure consistent treatment with domestic funds and products so that the process will
be more objective. Adding the details of the documentation required by and the timeline for CSRC
and AMAC approval in the Provisions would also be very helpful.

6. FlAth A BRI

Other questions and suggestions

(a) 28 — 7% “RrE AR B " HE X — FATN B RIX L E LG (b w0 & B 75
) R THE B MOt AR E R AUE — BORARE R . BN, 3R R E I b
23w R B 3 AR X T THI & L AR AE
Article 2 definition of “Covered Investor” — We believe that it is important to ensure that these
definitions are consistent with the provisions on disclosure of interest and calculation of
investor’s shareholdings in the Listed Company Takeover Administrative Measures. Otherwise, it
would significantly increase the compliance burden for listed companies as well as investors
when it comes to the foregoing.

(b) 28 =2k B i RHEIE AL U N —FRATEE R b R 5 A BR A m) ARy CRILE )
HIRAR, BAE RE NS F i B @A T A2 B i SRR A
Article 3 exclusion of nominee holder under Stock Connect — We agree with Hong Kong
Securities Clearing Company Limited not being considered as a shareholder for purposes of the
Provisions as it is only a nominee holder for numerous investors under the Mainland-Hong Kong
Stock Connect schemes.

(c) ZBDYZE RriE S e — EARSEDU SR I 1 I SR NI AN B8 i 8 B 0 H 32 HH N B 1%
Sy B30 57 % TR B FLR S G AT HIRIE , AHIFAR U B SEN I B 45 2 B 435 S H I A
Bz A7 20 FRATEEB CGIUE D Xf e HEAT WA
Article 4 Definition of Covered Investor identity — Even though Article 4 provides that if an
investor is not a Covered Investor at the time of purchase but becomes a Covered Investor at the
time of sale, it shall comply with the provisions on covered short-swing transactions, it does not
mention about the case where an investor is a Covered Investor at the time of purchase but no
longer a Covered Investor at the time of sale. We suggest that the Provisions clarify this.
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(d) ZB-L2% XA E] S AHIE SR A B A X 5 — FRATTIR & S -E A X AN FIE S i R & 23 )
INE
Article 7 separate determination for different types of securities holdings — We agree with the
separate determination of holdings of different securities categories in Article 7.

(e) ZBT2k & IFTHHEIEA R RAE AT IR e IE S B — W Tk iE “F— ik
IR W8 3 BT, BEOYAE R RIGR B —IE N AR S L7 ST id
Fedi Al — A 2 m) A R P R el 4 TR N SEAA
Article 10 aggregation of shareholdings acquired through different channels — It would be helpful
if Article 10 can clarify what is meant by “investor of the same legal entity” as it is unclear if it
means just a single legal entity and its branches or majority or wholly owned legal entities of the
same group of companies.

(f) 2 T—2%% (JD T QFIF1_“QFl + S ZFRIK 7 — BATEM L QFl & SOF LK P 5
LA “QFl+ ZEEG 4 FR7 2 SOTFSLIIK P ANE, B “QF+ BG4 RIK 7 Ao i) B8 7 B
)@ T R4 maE QFl. EXFHEOLT, QFEE 2EREAMHEEA, 5HEHKESA
[ o
Article 11(iv) QFls and QFI + fund name account — Our understanding is that an account opened
in the name of a QFl is different from an account opened in the name of QFI + fund name as the
assets in the QFl + fund name account clearly belongs to the fund and not the QFI. The QFl in
such cases is typically the portfolio or investment manager and is different from the fund that it
manages.

W “QF+FEGARRIK S 85K T QFl Beal ISR 2 e AEESERE L
B /re b A BT SRR 25 A, FAMBRRR TR AT 5 IR I B AN 75 2217E QI
JFHEATE I, QR o] UL R A S BT SR R R IS AR . B, QFIs BEF BT
HH ] A0 R IR PR 1. BT (e ) X R WA AT, HRS e
HIE %54/ 7= i /A T R A e IE R E R S B N AR ZR T

If a QFI fund under the QFI + fund account structure satisfies the conditions for a Pension fund,
Public fund or Private fund to have their shareholdings calculated on a per
fund/product/portfolio basis, we assume no aggregation at the QFI level should be required and
that the QFI can separately calculate each fund’s holdings of Covered Securities for short swing
transaction purposes. Otherwise, the amount that QFls can invest in China would be greatly
reduced. We suggest that the foregoing be clarified in the Provisions but preferably separately
from the eligibility requirements of the fund manager applying for calculation of shareholding on
a per fund/product/portfolio level for purpose of the Provisions.

FAkh, “QR+REEE BRI ST QR BET R A 2 AT RS, BANTEE A A
OB HARali g . A XS FRETTUMTE () HImEsR, 28R G M RnT L%
TR PR R RS SR . RAOIAE E) Restit 7 LA .

Separately, a QFl fund under the QFI + fund account structure may have many sub-funds, each
of which may have its own investment objective(s) or strategy. If these sub-funds can satisfy the
requirements in the Provisions, they should also be allowed to calculate their holdings in
Covered Securities on a per sub-fund basis. We hope the Provisions can so clarify.
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(g) ZBT—2%% (F) WU AN R SRR B I & IR PR — 56+ — 265 (L) BUREE—
AP SR80, (HERVFEEE O8) TR E A . ) PR
SR (N BHLE AT (RN RIEFETEZRFE) S ISR E IR a8 1 5 55 -
Article 11(v) aggregation of disclosures of shares acquired through different channels — This first
part of clause (v) of Article 11 appears to be similar to Article 10 except it seems to relate to
disclosure which is covered in clause (vi). It appears that it is not the intention of the Provisions
to change the existing disclosure of interest obligations under the PRC Securities Laws and
related regulations as provided in clause (vi).

BRI, FATEUOMEREANEE (D T, POV A S TR &, T A 2RI
NGRS AP — W E R M AU I S0 8 50% TS TN 53 EE To k. ES AR
4(b) 73

Hence, we suggest deleting the entire clause (v) since the first sentence is already dealt with in
Article 10 and the second sentence requiring that there is no circumstance where a single
investor holds more than 50% of the total units of such publicly offered fund is not related to
disclosure. See section 4(b) of this response.

FAVEREVCEEE ON) TURLE S — 2%, MARESE %, FAFEHF LW IS
BN ER, HREGE AR LS AR G ARSI 5(b) 15.

We suggest also that clause (vi) should be put under a separate Article instead of Article 11 as
the latter deals primarily with the fund manager’s eligibility requirements which are different
from the fund manager’s ongoing obligations. See section 5(b) of this response.

(h) ZEEhbras 558 5 B A ) ) — Bt — &l Vi R4S 5 BT ok T- R 2658 5 1A R s IE 5 4
TS DA G B i N A 20 (L ) FIHIE M 215 B 8 A DG e PR ¥ — 3, 1% 42
JEH E .

Alignment of AMAC and stock exchange rules — It is important that the rules of AMAC and the
stock exchanges with respect to calculations of shareholdings for short swing transaction

purposes as well as disclosure of interest purposes be aligned with the final Provisions and
CSRC’s relevant provisions on disclosure of interest.

ﬁﬂﬁmzﬁ{Tﬁﬁiﬂ&fA%ﬁ KA (L) WA RIEEEZE. R eit
AR R/ 77 S A A T R B /77 S R, AT BRAR 2 2 fid o e 25T
Sy 5% FEME T TA, A7 B PR A AT I B R R R /R A P R B A A T AR B b IR T
Y )0

We have provided you with a lot of comments to consider as the Provisions are very important to
our members. If they are not able to calculate the shareholdings of the funds/products/portfolios
that they manage on a per fund/product/portfolio basis, the 5% shareholding threshold for a short
swing transaction may be easily triggered, this would substantially limit the amount that their funds
and/or client portfolios can invest in China’s securities market.
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PTAVRE A Bt (E) MAERZ WA E W, IARFA P2 R o7 2 S VR A R A 1)
B AR SR S IR ) . 5B R ASIFMA ¥ 77 8 S B ot CRRF IR
eshen@asifma.org B¢ Fi1if: +852 2531 6570)

We are very happy to be able to comment on the CSRC’s consultation on the draft Provisions and
look forward to having the opportunity to explain in more detail our comments and answer any
guestions that you may have. Please contact Eugenie Shen, Head of ASIFMA’s Asset Management,
at eshen@asifma.org or Tel: +852 2531 6570.

I 25
I A
Yours sincerely,

% 38

LI Eugenie Shen
ML Managing Director

FrEE A4 Head of Asset Management Group
WIES L 5 &Rt T2 Asia Securities Industry & Financial Markets Association
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