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Hong Kong’s Fund Industry

Ro Br oo 0] /A EEEL G SFC-authorised publicly offered funds

2012 K 20164E4RE
End-2012 End-2016
(BH201 24 A A LL Y H 43 LLUER)
(% change compared with
end-2012)

o ] s B H 1968 2 196
Number of funds authorised (+12%)
EEEEMNEERHE 432 705
Number of funds domiciled in Hong Kong (+63%)
EEEEMEEH T 22% 32%
% of funds domiciled in Hong Kong (+101[& 5 47 %4)

(+10% points)

EHHEERE (3271)

Assets under management (“AUM”) (USS)

12,670{Z7T
$1,267 billion

12,840{Z 7T
$1,284 billion
(+1.3%)

KR FEEE ARG TSHMET
Source: SFC Quarterly Report and market statistics
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Hong Kong’s Fund Industry (2)

IR Z S EHTE: R - B EE

Privately offered funds - hedge funds

#,22010£9H30H 22014 F9H30H
As at 30 September 2010 As at 30 September 2014
(B220109H30H fHELRYH
3 HrsUE)
(% change compared with
30 September 2010)
et o T PR PR ey PR Y 538 778
HrESHE (+45%)
No. of hedge funds managed
by SFC-licensed managers
EHEEMREEET) 632{Z 7T 1,209(E7T
AUM (USS) $63.2 billion $120.9 billion
(+91%)

AR ¢ R R R R SRR R B R R

Source: SFC Report of the Survey on Hedge Fund Activities of SFC-licensed Managers/Advisers
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o ILEGLAE6 HEiE2016058 75 A E (BTG

Securities and Futures (Amendment) Ordinance 2016 passed
by LegCo in June last year

o BB EESEAF](— A S T HAT )N AFRIEIR K EETT

Legal framework for OFCs, a form of fund vehicle, already in
place

¢ BRI P AN A BRI SFA

SFC and departments are drafting the subsidiary legislation and
code

AR AT EBUTI & B M ER S

@ Financial Services and the Treasury Bureau, Government of the Hong Kong Special Administrative Region



o BMPMANEABENEESINE @ FABREESHEAEHERE MR
-
For privately offered funds, the OFC regime will have the following

characteristics —

- VR EE%’%?H%?Z?EH%U EfTEOH (R E B ) B T EE I

A
must be managed by an investment manager registered or licensed

for Type 9 (asset management) regulated activity (“RA”)

- EHE RSN E R — 2

investment scope should align with the scope of Type 9 RA

- A LL10% e {RARER o R Al R = i F & A )

a 10% de minimis limit for investing in other asset classes
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Existing Taxation Regime

o FRATHLHE A RPN R R N F]

OFCs are subject to the current taxation regime

o HiNF 0 [MIARBFENE SN RIS EMNIEHER R
Currently, publicly offered funds and offshore funds can
enjoy profits tax exemption

B == Offshore 1EEOnshore
[ E BT EER T
Publicly offered Exempted Exempted
DARANTE = EER T NEERT
Privately offered Exempted Not exempted

AR AT EBUTI & B M ER S

@ Financial Services and the Treasury Bureau, Government of the Hong Kong Special Administrative Region



S8R
Qualifying Conditions

(1) Z£ & Onshore

(a) TEF HEET T D/ B R A7

Central management and control must be located in Hong Kong

(2) FEE B @I Not closely held
(a) HEREBHH B (HFEAGEREER) 10 (REGERKED)]

Minimum number of investors [5 (with qualifying investor(s) or 10 (without qualifying
investor(s))]

WE B RE R S R
Higher threshold for funds without qualifying investors

- "“BERBRER TEE RS ES - 5 RIERAHAIROTRIRERS -
BRES - MR ENESIBFERE
“Qualifying investor” means certain types of institutional investors, e.g.
organisations established for non-profit-making purposes, pension funds, publicly
offered funds and governmental entities
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Qualifying Conditions (2)

(2) A RER B EE T Not closely held (4&)(cont’d)
(b) £2EAMELS Participation interest

- SRR EH oL EIR [50% EGEREES)] @ BV EHRER
il
Upper participation % threshold [50% (non-qualifying investor)]: fund is not
controlled by a small number of investors

- REH MR RET(GEREER)BRTEITUEEEREER)] ¢
Fee B
Lower investment amount threshold [$200 million (qualifying investor) or
$20 million (non-qualifying investor)]: fund has a reasonable size

(3) T EHE LR E HE—
Investment scope in line with Type 9 RA

(4) 22 53t re i N LT ek A L2 FEELT

Transactions carried out through or arranged by a specified person

& AR AT EBUTI & B M ER S

Financial Services and the Treasury Bureau, Government of the Hong Kong Special Administrative Region



ES L]

Safe Harbour Rules

. RUIGEREFRED - Al aREEGERR -
Can seek exemption from Commissioner of Inland Revenue
to cater for actual operational circumstances —

- A BOEEII I E

- 1
d

uring winding down of activities and investments

- AR A AERAVIE T

d

ue to temporary and out-of-control circumstances

- ETSREEEMIE - BEEENEERFE N

d

ue to market fluctuations or circumstances that

significantly reduce the value or amount of assets
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Way Forward

o R2016F 124 H G B AR IR A
Industry consulted on the concept of the proposal from January to April
2016

o [ERINLIREERA AT

We are consulting the industry in parallel

o HIER20174F NP AT AL BE RIS
Target to introduce Amendment Bill into LegCo in H2 2017

o Fl{SFHER o0 B B (R S A A RIHIE —0F % B (H BT TEET £ 20184F)
Profits tax exemption to be implemented in tandem with the
commencement of the OFC regime (currently planned for 2018)
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Thank You
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