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Hong Kong: The Exchange overhauls IPO pricing and open

market rules and further consults on ongoing public float
proposals

In brief

On 1 August 2025, The Stock Exchange of Hong Kong Limited (Exchange)
published conclusions to the consultation paper on proposals to optimise IPO
price discovery and open market requirements and a further consultation on
ongoing public float requirements, and an updated Guide for New Listing
Applicant (clean and blackline).

The consultation conclusions have finalised certain rule amendments, such as
those relating to the initial public float, initial free float, and IPO offering
mechanisms, which came into effect on 4 August 2025. Meanwhile, the further
consultation seeks market feedback on the proposed amendments to
the ongoing public float requirements, with the consultation period ending on 1
October 2025. The Exchange will determine its next steps based on the
feedback received.

This alert sets out the key changes introduced in the consultation conclusions
and the rule amendments, as well as the proposals and transitional
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In more detail

|. Consultation conclusions on open market requirements

1. Clarifying concepts related to public float

In the consultation conclusions, the Exchange clarified: (i) the basis for calculating public float; and (ii) the definition

of “the public”.

1.1 Calculation of public float percentage

A comparison of the bases for calculating public float before and after the rule amendments is set out below.

Previous requirements

New requirements

A and H shares in public hands

A+H issuers x100%

H shares in public hands

x100%

Total number of issued shares*

Total number of issued shares*

H-share H shares in public hands
issuers with
no other Total number of issued shares*

listed shares

x100%
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Issuers with a
single class
of shares
(other than
PRC issuers)

Shares in public hands
x100%

Total number of issued shares*

Issuers with a
weighted

voting rights e .
Shares (or securities) in public hands
(WVR) Shares (or securities) in public hands ( )inp x100%

structure and : x100% | Total number of shares (or
special Total number of issued shares* e
securities) in issue of the class to be

purpose _
acquisition listed™
companies
(SPACs)

* Note: For the purpose of calculating the percentage of public float and free float, the denominator “total number of
issued shares” excludes treasury shares.

PRC issuers with other listed shares not only include A+H share issuers, but also include PRC issuers with
other shares of the same class as H shares that are listed on other stock markets and are not fungible with H
shares e.g., D shares listed on the Frankfurt Stock Exchange. In this alert, we use A+H share issuers to
illustrate the rule amendments applicable to PRC issuers with other listed shares. Prior to the rule amendments,
both A shares and H shares held by the public were included in the numerator of the public float percentage.
Under the new requirements, the numerator of the public float percentage is calculated by reference to its H
shares only. A shares are excluded from the numerator and are included only in the denominator. This change
reflects the fact that A shares are not tradable in Hong Kong and therefore do not contribute to the
establishment of an open market Hong Kong. Furthermore, in line with established practice, unlisted domestic
shares that have already been converted into H shares under the H Share full circulation programme at the
time of listing will remain included in the numerator when calculating the public float percentage.

For issuers with WVR structures, unlisted class of WVR shares are no longer included in the denominator of
the public float percentage. For SPACs, promoter shares and promoter warrants are also excluded from the
denominator. This makes the calculation more reflective of the actual public float. For H share issuers with no
other listed shares and non-PRC issuers with a single class of shares, the basis for calculating public float
remains unchanged.

1.2 Definition of “the public”

The amended Rule 8.24 provides more clarity as to who will or will not be regarded as a member of “the public”:

e any person whose acquisition of shares has been financed directly or indirectly by the issuer (or any of its
subsidiaries) or a core connected person of the issuer.

e any person who is accustomed to take instructions from the issuer (or any of its subsidiaries) or a core
connected person of the issuer in relation to the acquisition, disposal, voting or other disposition of
securities of the issuer registered in his name or otherwise held by him.

e shares held by an independent trustee (or a trustee that is a CCP only because one or more of the
beneficiaries under the trust is the issuer's CCP) under a share scheme that have been granted to
independent share scheme participants, regardless of whether those shares are unvested or vested, will
be regarded as being held by “the public”.

e shares transferred to independent share scheme participants under a share scheme (i.e. vested share
awards) will be regarded as being held by “the public”.

2. Minimum initial public float

Prior to the rule amendments, the expected market capitalisation at listing of a listing applicant must exceeded
HK$10 billion in order to apply for a lower initial public float threshold of 15% to 25%. Under the new requirements:
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2.1 Save for (a) A+H issuers and (b) a bonus issue of a new class of securities, the following tiered initial public
float thresholds. These thresholds apply to any class of equity securities new to listing on the Exchange,
including shares, convertible equity securities, options and warrants.

Tier [Expected market value of the relevant [Minimum percentage of such class of securities to
class of securities at the time of listing |pe held in public hands at the time of listing
A <HK$6 billion 25%**
B >HK$6 billion to <HK$30 billion The higher of:

(i the percentage that would result in the
expected market value of such securities
in public hands to be HK$1.5 billion at the
time of listing; and

(ii) 15%**

C >HK$30 billion The higher of:

(i) the percentage that would result in the
expected market value of such securities
in public hands to be HK$4.5 billion at the
time of listing; and

(ii) 10%**

The expected market value of the relevant class of [The Exchange has the discretion to grant case-by-
securities significantly exceeds HK$45 billion at the [case waivers to new applicants from strict compliance
time of listing. with the new initial public float requirements.

**Note: The initial public float percentage will be calculated using the basis of calculation set out in the new rules above.

2.2 A+H share issuers must comply with bespoke initial public float requirements. The H shares held in public
hands must, at the time of listing, either:

(a) represent at least 10% of the total issued shares in the class to which the H shares belong. The
denominator includes both A and H shares, as A and H shares are the same class of ordinary shares
with identical rights, such as voting and dividends); or

(b) have an expected market capitalisation of not less than HK$3 billion.

3. New initial free float requirement

Prior to the rule amendments, apart from specific requirements for Biotech Companies and Specialist Technology
Companies, there was no requirement on initial free float. This could result in insufficient freely tradable shares
upon listing—for example, where most public shares were held by pre-IPO investors and cornerstone investors
subject to lock-ups. The newly introduced initial free float rules aim to ensure that a portion of shares in public
hands is not subject to lock-up at listing, thereby supporting post-listing market liquidity and healthy development.
The key requirements are as follows:

Initial free float in public hands at the time of listing

Free float H shares must either:

(1) represent at least 5% of the total number of issued shares in the class to which H
A+H issuers shares belong, with an expected market value of at least HK$50 million; or

(2) have an expected market value of at least HK$600 million at the time of listing.
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Free float H shares must either:

H-share (1) represent at least 10% of the total number of issued shares in the class to which H
issuers with no . e
- shares belong, with an expected market value of at least HK$50 million; or
other listed
shares

(2) have an expected market value of at least HK$600 million at the time of listing.

. Free float shares must either:
Issuers with a

single class of (1)
shares (other
than PRC
issuers)

represent at least 10% of the number of shares, with an expected market value of at
least HK$50 million; or

(2) have an expected market value of at least HK$600 million at the time of listing.

. Free float shares must either:
Issuers with a

“'Iv:t'i?‘ht‘:;j hts (1) represent at least 10% of the total number of shares (or securities) in issue of the class
(WVR% 9 to be listed***, with an expected market value of at least HK$50 million; or

struc_ture and (2) have an expected market value of at least HK$600 million at the time of listing.
special

ggrz(i)ssi(taion ***Note: For issuers with WVR structures, unlisted class of WVR shares are no longer
co(r]n anies included in the denominator of the public float percentage. For SPACs, promoter shares and
(SP A%s) promoter warrants are also excluded from the denominator.

[I. Consultation conclusions on IPO offering and pricing flexibility mechanisms

In the previous section, we discussed enhancements to open market requirements, which are intended to improve
transparency and liquidity in the Hong Kong market. Building on this, the Exchange has also introduced targeted
adjustments to the IPO offering and pricing flexibility mechanisms under the new rules. The aim is to make the pricing
process more market-driven, increase investor participation, and avoid unnecessary rigidity. However, these changes
also impose more detailed requirements on listing applicants and underwriting teams, particularly in areas of
bookbuilding and allocation of shares. Accordingly, the Exchange has made the following key rule amendments:

1. Ring-fencing at least 40% of the total number of shares initially offered in an IPO to its bookbuilding
placing tranche

Given that the investors in the bookbuilding placement portion are the key 'price setters' for the final offer price,the
Exchange requires that except for Specialist Technology Companies, at least 40% of the total number of shares
initially offered in an IPO must be allocated to investors in the bookbuilding placing tranche. The percentage ratio
has been reduced from the originally proposed 50% to 40% to avoid unduly limiting issuers’ flexibility in designing
the offering structure based on investor demand and market conditions

For Specialist Technology Companies, the Exchange retains the requirement that at least 50% of the total number
of shares offered in the IPO must be taken up by independent price setting investors in the placing tranche.

2. Allocation to the public subscription tranche

Under the previous requirements for the clawback mechanism, a listing applicant was required to allocate a
prescribed initial percentage of its offer shares to the public subscription tranche. If the demand under the public
subscription tranche met the specific thresholds, the listing applicant must reallocate the offer shares from the
placing tranche to the public subscription tranch. Under the new requirements, a listing applicant (other than a
Specialist Technology Company) is provided with the flexibility to choose either:

(a) a prescribed allocation of offer shares to the public subscription tranche as follows (“Mechanism A”); or
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Initial Demand for shares in the public
allocation | subscription tranche in number of times
(x) the initial allocation
215x to 250x to 2100x
<50x <100x
Minimum percentage of offer 5% 15% 25% 35%
shares allocated to the public
subscription tranche

(b) a minimum initial allocation of 10%, and up to a maximum allocation of 60%, of offer shares to the public
subscription tranche with no clawback mechanism (“Mechanism B”).

It is worth noting that the new requirements effectively set an indirect cap on the allocation to cornerstone investors.
Under Mechanism B, the initial cap for the cornerstone placing tranche is 50%. Under Mechanism A, if the new
clawback mechanism is fully triggered i.e., the allocation to the public subscription tranche reaches 35%, the number
of offer shares that may be allocated to cornerstone investors (if they have agreed in advance to subscribe for more
than 25% of the initial offer shares) may be reduced.

3. Removal of the minimum spread of placees guideline

To enhance flexibility in deal structuring, the new rules remove the guideline on minimum spread of placees i.e.,
there should be not less than three holders for each HK$1 million of the placing, with a minimum of 100 holders in
an IPO placing tranche. However, new applicants (or listed issuers) must continue to maintain an adequate spread
of holders in a placing of securities. According to the revised Guide for New Listing Applicants, when the Exchange
assesses whether the requirement for an adequate spread of placees is met, it will consider factors including: (i)
whether the securities to be placed are overly concentrated among a limited number of placees; and (ii) whether
there are other circumstances that potentially indicate a lack of genuine demand for the securities.

4. Restrictions on reallocation and over-allocation to the public subscription tranche

It is not uncommon in IPOs for the public subscription tranche to be heavily oversubscribed by retail investors, while
demand in the placing tranche is weak. In such cases, the restrictions imposed by the Exchange on reallocation
and/or over-allocation to the public subscription tranche are intended to reduce the risk that public subscription
investors are unfairly allocated shares that were not taken up by placing tranche participants who did not accept the
IPO offer price. With the new rules introducing changes to the allocation to the public subscription tranche, the
Exchange also made corresponding amendments to the restrictions on reallocation and over-allocation. The key
changes are as follows.

Under the previous requirements, after reallocation and/or over-allocation to the public subscription tranche, the
maximum number of shares that could be allocated to the public subscription tranche was the lesser of: (a) double
the initial allocation to the public subscription tranche; and (b) 30% of the total offer shares (before over-allocation)
(the “Maximum Allocation Cap Percentage Threshold”).

Under the new requirements, the Exchange has lowered the Maximum Allocation Cap Percentage Threshold. After
reallocation and/or over-allocation to the public subscription tranche under both Mechanism A and Mechanism B,
the maximum number of shares in the public subscription tranche after re-allocation and over-allocation is the lesser
of: (a) double the initial allocation to the public subscription tranche; and (b) 15% of the total offer shares (before
over-allocation). However, under Mechanism B, if the initial allocation to the public subscription tranche is 15% or
more, there will be no reallocation and/or over-allocation to the public subscription tranche.

[1l. Further consultation on ongoing public float requirements — transitional arrangements and key
proposals

The Exchange has launched a further consultation on the ongoing public float requirements for listed issuers after taking
into account the market feedback and the rule amendments relating to initial public float requirements. In the meantime,
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transitional arrangements have been put in place, which will be superseded by the new requirements once the further
consultation is concluded.

1. For ongoing public float requirements, the Exchange’s transitional arrangements and the proposed requirements
under further consultation for different types of issuers are as follows:

Transitional arrangements Proposed requirements
Issuers with listing
Existing issuers documents published on All issuers
or after 4 August 2025

The minimum presribed New bespoke ongoing public
threshold at listing based | fio5t threshold i.e. 5% with the

A + H issuers | The existing minimum ongoing | on the new bespoke initial numerator taking into account A

public float requirement, i.e. | public float threshold i.e., shares or HK$1 billion
25% or any lower percentage | 10% or HK$3 billion

prescribed at the time of listing

PRC issuers)

H-share . (1) The relevant minimum
issuers with | /. The numerator The relevant  minimum public float percentage
no other - . public ~ float  percentage rescribed at the time of
h continues to include both A ; i prescribs

listed shares prescribed at the time of their listing; or

All issuers shares and H shares) their listing i.e., the tiered

(other than percentage thresholds as (2) HK$1 billion and 10% as

set out above an alternative threshold.

Under the proposals,

1.1

1.2

For A+H share issuers, only the bespoke ongoing public float thresholds apply, namely, the H shares held by
the public must:

(a) represent at least 5% of total number of shares in the class to which H shares belong i.e., including both A
shares and H shares (excluding treasury shares); or

(b) have a market value of at least HK$1 billion.

The market value of H shares is proposed to be determined on a rolling basis by multiplying (i) the number of
shares held by the public as of the date of determination by (ii) the volume weighted average price of the H
shares listed on the Exchange over 125 trading days, or all trading days since listing on the Exchange,
whichever is shorter, immediately prior to the date of determination.

For all issuers other than A+H share issuers, they may choose to comply with either the applicable tiered
initial public float threshold or the alternative threshold. The alternative threshold is that the shares listed on
the Exchange and held by the public must:

(a) represent at least 10% of the total issued number of issued shares in the class of shares listed (excluding
treasury shares); and

(b) have a market value of at least HK$1 billion.

Similarly, the market value of shares is proposed to be determined on a rolling basis by multiplying (i) the number
of shares held by the public as of the date of determination by (ii) the volume weighted average price of the
shares listed on the Exchange over 125 trading days immediately prior to the date of determination.

1.3 Regarding the alternative threshold, it is worth noting that:

Baker

e Issuers with a market capitalisation of HK$4 billion or below will not be able to rely on the alternative
threshold. The Exchange will generally not grant waivers to allow such issuers to maintain a public float
below the initial prescribed threshold. The Exchange will also not grant approval for any issuance of new
shares that will cause the public float to fall below the required minimum for such issuers.

e Issuers whose shares have traded on the Exchange under 125 trading days since listing will not be able to
rely on the alternative threshold.
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e Ifanissuer’s shares have been suspended from trading for more than five consecutive business days during
the 125-trading-day period for determination of the market value of shares, the Exchange may require the
issuer to extend the period to demonstrate that it can meet the alternative threshold over a reasonable
period after resumption of trading.

2. In addition to the proposed ongoing public float thresholds described above, the Exchange has also put forward
the following proposals in its further consultation:

Current requirements

Proposed requirements

Consequences

of ongoing public float shortfall (which constitutes a breach of the Listing Rules)

Compliance
Obligations

(1) Take steps to restore public float as
soon as possible.

(2) Publish an announcement.

If an issuer’s public float falls below the applicable
threshold, the issuer must:

(1) take active steps to restore public float to meet
the applicable threshold as soon as possible.

(2) issue an initial announcement within one
business day after becoming aware of the
shortfall, stating the market value (if applicable)
and percentage of public float, the reason for
the breach and etc.

(3) as soon as practicable (and in any event no
later than 15 business days after becoming
aware of the shortfall), announce the plan and
expected timeline to restore public float to the
applicable threshold.

(4) issue subsequent monthly announcements to
notify the market of the latest public float status,
updates on restoration plan and expected
timing for restoration.

(5) not (and each director must use his best
endeavours to ensure that his close associates
will not) take any action that may further lower
the public float percentage e.g.,, share
repurchase by the issuer, or acquisition of
shares by its directors or their close
associates).

Trading
Suspension

The Exchange has the right to direct a
suspension if public float is insufficient.

Suspension will not be imposed solely due to
insufficient public float. However, the Exchange
retains the discretion to direct a short trading halt or
suspension if it identifies the existence of a false
market.

Delisting

Delisting after 18 months of suspension.

(1) If an issuer has a “significant public float
shortfall” (as defined below), it will be identified
with a special stock marker, and must meet
disclosure requirements in addition to the
requirements listed above under “Compliance
Obligations”, namely:

¢ Announcing the significant public float
shortfall within one business day of
becoming aware of it.

e Including a warning statement in all
announcements and documents required
to be published under the Listing Rules. It
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()

should inform the market that the issuer’s
shares will be delisted if public float is not
restored to meet the applicable threshold
within the prescribed period, and should
remind shareholders and investors to
exercise caution when trading its shares.

If the issuer fails to restore public float to
meeting the applicable threshold within 18
months from the commencement of the
significant shortfall, it will be delisted.

Periodic reporting on public float

All issuers must include in annual reports
a statement of sufficiency of public float.

All issuers must confirm whether they have met the
applicable ongoing public float thresholds in both
monthly returns and annual reports, with additional
disclosure of actual public float, including:

(1)

()

In monthly returns and annual reports: for
issuers relying on the initial prescribed
threshold, disclosure of the applicable
minimum percentage; for issuers relying on the
alternative threshold or A+H issuers, disclosure
of the market value and percentage of the
portion of listed shares held by the public;

In annual reports: all issuers must disclose the
shareholding structure and capital structure (if
applicable) as at the end of the relevant
financial year.

An issuer will be considered to have a “significant public float shortfall” if it fails to meet the following threshold:-

a. For A+H issuers, the H shares listed on the Exchange and held by the public:

(i) have a market value of at least HK$500 million; or

(ii) represent at least 5% of the issuer’s total number of shares in the class to which H shares belong

(excluding treasury shares).

b. For non-PRC issuers and PRC issuers with no other listed shares, a portion of the class of shares listed on

the Exchange and held by the public:

(i) represents at least 15% of the issuer’s total number of issued shares in the class of shares listed
(or for an issuer subject to a public float percentage lower than 25% at the time of its initial listing,
50% of the issuer’s initial public float threshold); or

(i) has a market value of at least HK$500 million and represents at least 5% of the issuer’s total number

of issued shares in the class of shares listed.

IVV. Unadopted proposals from the consultation paper

1. Regulatory lock-up on cornerstone investment: Taking into account that the new initial free float and related
requirements already ensure a sufficient number of shares are available for trading post-listing, the Exchange
will retain the existing six-month lock-up requirement for cornerstone investments. The proposed staggered

lock-up will not be implemented.
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2. Upward pricing flexibility mechanism: In light of practical and operational challenges, the Exchange will not
implement the proposed upward pricing flexibility mechanism (which allows issuers to set the final IPO priceby
a maximum of 10% above the indicative offer price or the top of the price range after publication of the
prospectus).

Should you wish to obtain further information or to discuss what this development might mean for you, please contact
our lawyers set out under Contact Information or your usual Baker McKenzie contact.
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