*@E o o . < - -
= Financial Affairs @’m_gmaf

Research Office A
Legislative Council Secretariat

ISSH18/16-17

&

Hong Kong as an international financial centre

Figure 1 — Global share of Hong Kong in offshore Highlights

Renminbi business
* Hong Kong is the fourth leading global

Processing of Renminbi Renminbi liquidity pool financial centre in the world after
payment transactions London, New York and Singapore
featuring a strong banking sector and
Other Renminbi active equity capital market.
offshore centres Other Renminbi Hong Konk
30%-Hong Kong | °ffshorecentres 50% * In the banking sector, Hong Kong has

50%

70% one of the highest concentrations of

banking institutions in the world. They
come from 36 countries and include
about 74 out of the world's largest

100 banks.
Figure 2 — Market capitalization of shares listed on the ®* Hong Kong has also established itself as a
world’s top exchanges global hub for offshore Renminbi
(as at end-November 2016) ("Rmb") business, processing some 70%
US518,990 bin of the world's Rmb payment transactions

New York Stock Exchange (1)
Nasdaq US (2) I
Japan Exchange Group (3) I
Shanghai Stock Exchange (4) | 554,280 bln (HKS$33,300 bin)
Shenzhen Stock Exchange (5) I US$3,410 bin (HKS$26,600 bin)

(HK$147,800 bin) in the first three quarters of 2016
(Figure 1). It also had the world's
largest offshore Rmb liquidity pool which
amounted to Rmb 824 billion

Euronext (6) M (HKS977 billion) as at end-May 2016,
London Stock Exchange Group (7) representing about 50% of global
Hong Kong Exchanges and Clearing (8) I US$3,290 bin (HK$25,600 bin) offshore Rmb liquidity pool.
TMX Group (9) |
Deutsche Boerse (10) * Asto the equity capital market,
500 40000 5000 0000 Hong Kong has a large stock market with
Us$ billion its market capitalization being about
10 times higher than Gross Domestic
Figure 3 — Funds raised through initial public offering Product ("GDP"). The market size was
in 2016 (January to November) the eighth largest in the world as at
USS billion end-November 2016 (Figure 2). VYet,
US$23 bin Hong Kong has been outcompeted by
> (HK$179 bin) Shanghai and Shenzhen in recent years

20 to become the fourth largest stock

market in Asia.

10 * Nevertheless, Hong Kong remains the
5 l . world's most active market for raising
. . initial public offering funds. In the first

Hong Kong Shanghai Stock New York Nasdag OMX London Stock 11 months Of 2016, it raised a totaI Of
Exchangesand  Exchange Stock Nordic Exchange . " . i
Clearing Exchange Exchanges Group HK$179 bI”IOI’l WhICh was VISIbly h|gher

than that of other competing financial
centres (Figure 3).



Hong Kong as an international financial centre (cont'd)

Figure 4 — Outstanding amount of domestic and Highlights
international debt securities as % of GDP*
®* Hong Kong's debt market is smaller than that in

% of GDP
2005 other places like the United States ("US"), the
350K 336% United Kingdom ("UK") and Japan, as reflected by its
300% relatively lower debt securities to GDP ratio
250% 208% 210% (Figure 4). This slower development reflects,
200% 140% among others, Hong Kong's sound fiscal position and
150% 117% 127% i '
100% the lack of the need to finance the public
50% I expenditures by issuing government bonds. Also
contributing is enterprises' tendency to seek
o oo e ot » yoo?" financing from banks or equity market. Yet, having

a healthy and mature bond market is important to

_ . strengthening Hong Kong's position as an
* Based on the outstanding amount of debt securities as at the second

quarter of 2016 and GDP in 2015. international financial centre. Its development will
N complement the equity market and banking system
. e s
Figure 5 - BIS™s triennial global survey on global as an alternative financing channel for enterprises.

ranking in foreign exchange”
2001 2004 2007 2010 2013 2016

* On foreign exchange, Hong Kong has advanced
one place from the fifth in 2013 to the fourth largest

. UK UK UK UK UK UK ) . ) X
(31.8%) (32.0%) (34.6%) (36.8%) (40.8%) (37.1%) in 2016 (Figure 5). However, Singapore still fared
us us us us us us better than Hong Kong and remained the largest
2 (16.0%) (19.1%) (17.4%) (17.9%) (18.9%) (19.4%) foreign exchange hub in Asia in 2016. However, the

3 Japan Japan CH Japan SG SG differences between the two have narrowed in
(9.0%)  (8.0%)  (5.9%) (6.2%) (5.7%) (7.9%) recent years.

a SG SG Japan SG Japan HK _ ) ) ] ]
(6.1%)  (5.1%)  (5.8%) (5.3%) (5.6%) (6.7%) ® Atpresent,financial services sector is still the second

5 Germany Germany SG CH HK Japan largest pillar industry in Hong Kong, contributing
(5.4%) (4.6%) (5.6%) (4.9%) (4.1%) (6.1%) almost 17% to GDP in 2014. However, the sector

. CH AU (4.1%) HK HK CH CH has exhibited signs of slowdown in recent years, with
(4.5%) HK(4.1%) (4.2%) (4.7%) (3.2%) (2.4%) its real growth moderating from a high of 134% in

# BIS = Bank for International Settlement 2001-2007 to 17% in 2008-2014.

A % in the bracket refers to the global share of average daily turnover.

* AU stands for Australia, CH for Switzerland, and SG for Singapore. e To maintain its role as an international financial

centre, it is important for Hong Kong to further

Figure 6 — Employment in financial services sector . o € ; -
nourish human capital in the financial services

PR a“;fj:;iﬂ% sector. Its counterpart Singapore has been
d 4 . . g

450,000 M;‘j':n::,;w gradually catching up with Hong Kong with some
200000 755”” 200 000 people employed in the financial services
150 000 93 200 sector (Figure 6). To stay competitive, Hong Kong
100 000 . will need to make more efforts to strengthen and
Sad50 retain the talent pool in the financial services sector.

s004 SHE 604 A5 Data sources: Latest figures from the Hong Kong Exchanges and

Clearing, Hong Kong Monetary Authority, Census and Statistics
Department, World Federation of Exchanges, World Bank, Bank for
International Settlements, and Ministry of Manpower, Singapore.
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