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Hong Kong Mortgage Corporation

I write to request that the Hong Kong Mortgage Corporation (HKMC), a limited
liability company incorporated on 3 March 1997 under the Companies Ordinance and also a
public sector entity, be put on the agenda of the next meeting of this Panel. It is 100% owned by
the HKSARG through the Exchange Fund. All of its shares are beneficially owned by the
Financial Secretary as Controller of the Exchange Fund.

I make this request that I have received multiple complaints of alleged anti-
competitive practices on the part of the HKMC and involvement in high-risk investments which
have gone far beyond the objects of its establishment. Some of these allegations have been
reported in the press. In a LegCo brief on its establishment submitted to Members in December
1996, it is clearly stated that “the Company’s business scope is defined in Object | as the
acquisition of a portfolio or portfolios of mortgage loans on residential properties in Hong Kong
and to hold and dispose of the same, This will prevent the HKMC from buying mortgages on
commercial properties or properties outside Hong Kong, which may entail greater risk.”
Nevertheless, evidence abounds of the HKMC going beyond its original business scope and
engaging in investments unrelated to its prime objective of assisting Hong Kong people to buy
homes and promoting financial stability in Hong Kong. Some examples of such departures are
set out below:

a) Entry into a joint venture with the Shenzhen Financial Electronic Settlement Centre to
provide “bridging financial guarantees™ for secondary property market transactions,
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