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Regarding Lehman Brothers filing for bankruptcy in the United
States, the Government, the Hong Kong Monetary Authority
(HKMA), the Securities and Futures Commission (SFC) and the
Hong Kong Exchanges and Clearing Limited (HKEXx) have been
in close contact today and will monitor developments closely.
Market regulators will ensure that trading at the Hong Kong stock
market will be conducted in an orderly manner tomorrow.
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SFC today approved the issue of restriction notices on four entities
of Lehman Brothers in Hong Kong to preserve the assets of the
companies and their clients, and to protect the interests of these
clients and the investing public.

SFC has been in touch with the trustee group that holds the assets
underlying the Lehman Brothers unlisted structured products to
obtain confirmation that these assets are properly ring fenced and
that the trustees are acting in the best interests of the investors of
such products.
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HKEXx suspended the trading of Lehman Brothers Securities
Asia Limited in the securities and stock options markets before
the commencement of the morning session.
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According to the Financial Secretary (FS), the Government has
activated the co-ordination mechanism early this morning.
The Government will keep in close contact with key monitoring
agencies and keep a close eye on the developments. The
Government has also requested al regulatory agencies to report
market movements and related issues to it on a frequent basis,
and to ensure that market transactions are operating smoothly
and in an orderly manner.
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SFC pressrelease
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According to SFC, the amount retail investors will recover
depends upon a number of factors, including the nature and
value of the collateral, the amount due under the swap
arrangements and the costs, fees and expenses of selling the
collateral in the market. SFC adds that the trustee would take
some time to determine the early redemption amounts payable
to retail investors of Lehman Brothers minibonds.
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SFC pressrelease
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In a circular issued today, SFC reminded all regulated persons
involved in distributing retail structured and credit-linked notes
to play a more proactive role in addressing investor concerns.
In light of the filing for bankruptcy protection of the Lehman

Brothers Group, regulated persons were urged to approach on
behalf of their clients:

(a) the trustees of retail structured notes offered by the three
Lehman Brothers-related entities; and

(b) the arrangers of the credit-linked notes with Lehman
Brothers as one of the reference entities.

SFC dso advised distributors to set up hotlines for Lehman
Brothers-related notes.
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Press release from the | According to an FSTB spokesman, SFC and HKMA have been

Financial Services | in close contact with representatives of Lehman Brothers and

and the Treasury | distributors of Lehman Brothers minibonds in the past week to

Bureau (FSTB) obtain an understanding of the impact on the minibond holders

after Lehman Brothers filed for bankruptcy protection. SFC and
HKMA have also contacted the trustees of the minibonds in the
hope of finding ways to protect investors interest.

According to the spokesman, the trustees are actively exploring
various options in relation to the treatment of the assets. The
trustees also agreed to provide the latest information to the
investors for consideration as early as possible. As to
complaints regarding the sales practices of distributors, SFC
and HKMA will act on individual complaints of malpractice.
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HKMA press release
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HKMA this morning convened a meeting among
representatives of investors who had purchased investment
products related to Lehman Brothers and representatives of
banks that had sold Lehman Brothers-related products and
the trustees who were holding the collateral for the
investments.

At the request of HKMA, a number of banks have now
opened public telephone enquiry lines dedicated to
answering questions on Lehman Brothers-related investment
products sold by them. In addition, HKMA has asked
banks to write to affected customers to explain clearly the
latest situation with regard to these Lehman Brothers
products. Banks have aso been requested to arrange
briefings for customers.

HKMA has opened a hotline to assist any individual
investors who might have complaints in relation to the sale
by banks of investment products related to Lehman Brothers.
A form for complaints in writing is also available on the
HKMA website.
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SFC has so far handled more than 780 enquiries and over 130
complaints. Complaints related to alleged mis-selling by banks
are being referred to HKMA for further action. SFC, in
conjunction with HKMA, has aso arranged for distributors of
Lehman Brothers minibonds to set up hotlines to handle
investors enquiries and complaints.
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SFC press release
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SFC's investigation will look at the conduct of the three
SFC-licensed distributors of Lehman Brothers-related retail
structured notes. In addition, SFC will examine whether any
facts, matters or circumstances that should have been
disclosed to SFC were not disclosed by the minibond issuers
and their advisers at the time the offer prospectuses and
marketing materials for each series of minibonds were
submitted for vetting.

SFC's investigation will not cover the conduct of the 21
banks involved in selling Lehman Brothers-related retail
structured products, which come under the supervision of
HKMA.
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According to FS, HKMA and SFC have kept in close touch
with the trustees and distributor banks concerned. Both
HKMA and SFC have assured FS that they will deal with
investors enquiries and complaints expeditiously. They will
provide FS, in about three months' time, their observations,
lessons learned and issues identified during the process of
Investigating into the complaints received.

Upon receipt of their reports, FS shall ask the Secretary for
Financial Services and the Treasury (SFST) to undertake a
systemic review and to consider, on a policy level, what can
be done to further improve Hong Kong's regulatory
framework and enhance investor protection and education.

26/9/2008
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While HKMA is continuing to collect information from
investors on complaints about the selling practices of banks
regarding investment products related to Lehman Brothers,
investigations into some of the complaints have aready
started.

Once the investigations are concluded, if any allegations of
misconduct are found to be substantiated, HKMA may take
appropriate action against individua banks / employees
authorized to sell investment products.
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According to Mr Wheatley, the Chief Executive Officer of
SFC, SFC is now looking into complaints filed by holders of
Lehman Brothers minibonds to analyze what has happened
at the point of sale, where many investors aleged that they
were sold products which they did not fully understand. In
addition, SFC and HKMA are working closely to see
whether there has been any misconduct or mis-selling of
investment products by licensed institutions and regulated
banks.
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SFST had a meeting with SFC, HKMA and the distributing
banks as well as the brokers that distributed the Lehman
Brothers minibond products. They also met with the trustee
who kept the collateral of the minibonds. During the
meeting, SFST asked the banks to put in more resources to
handle the complaints and to proactively contact the
customers and provide them with more information. The
trustee explained to the distributing banks and the brokers
about the procedures to be followed in the event of default of
the minibonds so that the distributing agents would be able
to provide information to the minibond holders.
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The Hong Kong Association of Banks announced today that
it has set up a dedicated task force to provide a forum for
distributor banks of investment products related to Lehman
Brothers to facilitate their discussion as to how they might
help these investors. This includes obtaining relevant
information from the trustees and the liquidators of Lehman
Brothers Holdings and providing up-to-date information to
customers.
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The Task Force formed by the Hong Kong Association of
Banks to deal with the issues arising from the Lehman
Brothers incident met today for the first time. The meeting
has reached a consensus that the Task Force shall assist
member banks in handling issues related to various Lehman
Brothers investment products, and following up with
Lehman Brothers' liquidators and trustees, with a view to
passing onto affected customers more information
concerning the collateral and redemption arrangement. Since
various investment products are involved in the incident, the
Task Force also agrees to form subgroups to conduct detailed
analysis on each category of investment products.
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news.gov.hk
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HKMA pressrelease

FS has obtained the trustees agreement to disclose to the
distributors details of the minibonds underlying collateral, so
investors can get a clearer picture of where exactly they stand.
He has called on distributors of Lehman Brothers minibonds to
buy back the minibonds at their estimated value, stressing it is
the most practical solution to solving problems faced by small
investors.

According to FS, the above proposal will avoid the need for
investors to go through a long and tedious liquidation process.
In addition, "this proposal will enable the investors to get some
of their money back quickly,” FS said, hoping investors and
distributors will find it fair and practicable.

Mr Tsang said some banks have welcomed the proposal while
other distributors will consider it. The Government hopes all
banks will join and a decision can be reached as early as
possible.
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HKMA announced today that, up to 3 October 2008, it had
received 5 567 complaints from retaill investors alleging
improper selling of investment products by licensed banks.
HKMA had aready assessed 112 cases to determine what
further action would be required and had opened investigations
into 22 of them. In seven cases, insufficient evidence of
mis-selling had been found, while further information was
being sought in the remaining 83 cases.

According to Mr Joseph Yam, Chief Executive of HKMA, the
role of HKMA is to investigate complaints of mis-selling
against banks. Mr Yam added, "If, after investigation, we find
cases of mis-selling, we will treat them very serioudly.”
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news.gov.hk According to HKMA's Deputy Chief Executive, HKMA has so far
received 8 200 complaints alleging banks improperly sold Lehman
Brothers-related investment products. It has assessed 600 cases. 71
complaints have evidence of mis-selling and HKMA will launch
in-depth investigations. 17 cases have insufficient evidence while
further information is being sought in 514 cases. He estimated
that it would take at least two months to finish the initial
assessment of all the complaints.
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