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HKEX Further Enhances Stock Connect’s Product Offering, HKEX

Hong Kong as a strategic connector: 
ever evolving and still unrivalled

As a well recognised leading international financial 

centre and wealth management hub, Hong Kong 

offers many unique advantages for local and global 

financial institutions to operate and grow. The city’s 

attractive regulatory, tax and legal settings is a 

clear benefit for institutions and professionals 

operating in Hong Kong covering activities from 

capital raising, investing, lending, borrowing, and 

many other financial services activities. Moreover, 

Hong Kong thrives on extensive networks with 

countries around the world and close financial 

integration with mainland China. This has enabled 

global institutions to access mainland China and 

Chinese institutions to access the rest of the world. 

Hong Kong’s role in this context is unrivaled, and 

growing connectivity and accelerating innovation in 

distribution channels can further contribute to the 

city’s continued growth as an international financial 

centre (IFC). 

Going forward, Hong Kong’s role as an 

all-encompassing IFC is expected to be further 

enhanced as policymakers collaborate on how to 

strengthen the city’s strategic blueprint with policy 

initiatives. 

Recently, the Wealth Management Connect (WMC) 

scheme in the Greater Bay Area (GBA) was 

launched linking the wealth management markets 

in mainland China and Hong Kong. In its current 

state, this scheme enables investors to invest in 

wealth management products which were 

previously not easily accessible to them. More 

efficient cross-border capital flows will likely be 

seen, and it is complementary to the further build 

out of other initiatives in Hong Kong and mainland 

China, such as the addition of the ‘Southbound’ leg 

on the Bond Connect and the recently announced 

inclusion arrangements of ETFs in the 

Stock Connect.1 

With the global asset and wealth

management (AWM) landscape showing

a healthy growth trajectory, Hong Kong is

in a sweet spot to realise burgeoning opportunities 

ahead given its role as a world-renowned IFC. 

Moreover, Hong Kong’s track record of innovating 

to maintain and extend its enviable position, 

enables the city to fully crystalise on trends and 

developments to remain ahead of the pack.

Hong Kong’s current strengths as a strategic 

connector can be further leveraged. The city’s 

financial infrastructure continues to flourish in the 

face of challenges and recent headwinds including 

geopolitical tensions and the Covid-19 pandemic, 

have merely unsettled the territory in the short-term. 

Hong Kong’s AWM industry remains too big to 

ignore for global financial institutions. Assets under 

management (AUM) in the city currently represent 

HK$34,931 billion (US$4.5 trillion) and this figure is 

likely to grow in the coming years, as Hong Kong 

continues its journey of financial innovation in the 

face of transformational changes to the global 

economic and investment landscapes.
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Hong Kong funds market and 
distribution landscape
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Figure 1: Unit Trusts & Mutual Funds

Source: SFC and PwC analysis

Retail investment products offered in Hong Kong 

have experienced robust and continued growth in 

recent years and has largely been driven by the 

demand on the part of both domestic and 

international investors, in conjunction with Hong 

Kong’s rise to a world leading IFC. As a gateway to 

mainland China and regional connector to the 

Asia-Pacific region, Hong Kong is well placed to be 

a significant centre not limited to retail investment 

products. Over the years, policymakers and 

regulators have worked together to launch several 

initiatives to deepen the product range available for 

investors and ensure a tradition of financial 

innovation. There was a total of 2,247 Collective 

Investment Schemes, i.e. Unit Trusts & Mutual 

Funds (SFC-authorised funds) in Hong Kong as of 

March 2022 and this includes Hong Kong 

domiciled funds and non-Hong Kong 

domiciled funds. 

Regarding Hong Kong domiciled funds, this 

segment has been growing rapidly, close to 

doubling in the past ten years, and now accounts 

for 39% of SFC-authorised funds. The increase has 

partly been due to new entrants in the market that 

have come to Hong Kong without established 

Undertakings for Collective Investment in 

Transferable Securities (UCITS) and in addition to 

the anticipation of market access initiatives, such 

as the Mutual Recognition of Funds (MRF) scheme 

and WMC scheme in the GBA, which favour the 

use of Hong Kong domiciled funds.

It is anticipated that the growth in 

the number of Hong Kong domiciled

funds will remain strong in the

near term as the recent launch of 

the WMC scheme provides a strong

impetus for asset and wealth managers to set up 

and manage their funds in Hong Kong. At present, 

only Hong Kong domiciled funds are eligible for 

distribution in the ‘Southbound Connect’ of the 

WMC i.e., the channel for mainland Chinese 

investors to purchase investment products from 

Hong Kong.
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Exchange Traded Funds (ETFs)

Leveraged and Inverse (L&I) Products

For Exchange Traded Products (ETPs) which 

include Exchange Traded Funds (ETFs) and 

Leveraged and Inverse Products (L&I Products), 

there are currently 160 listed ETPs on the Stock 

Exchange of Hong Kong (SEHK) as of March 2022. 

Hong Kong is one of the leading ETF markets in 

the Asia-Pacific region offering a diverse set of 

products and a deep pool of liquidity, attracting 

leading and renowned international issuers, market 

makers and investors. Total market capitalisation 

stands at HK$431 billion (US$55.6 billion) as of 

March 2022. Hong Kong’s ETF market offers great 

growth potential capitalising on the significant 

global trend of the ongoing rise of allocation to 

passive strategies.

While innovative product development by asset 

managers to enhance product choices in different 

asset classes has been apparent, the growth in 

distribution channels (especially digital platforms) 

has by and large yet to reach its full potential. 

Retail banks continue to be the primary distribution 

outlet for the sale of investment products, unlike 

other parts of the world where advisory fee-based 

advisory models are more prominent. 

Figure 2: Exchange Traded Products

Number of Products

2 
Guidelines on Online Distribution and Advisory Platforms, SFC 

Hong Kong funds market and 
distribution landscape

With continuing digital disruption, 

it is expected distribution will likely 

see seismic shifts in the retail space 

as banks face increasing competition from

e-Platforms and direct sale (D2C) channels. 

Emerging distribution channels bolstered by 

technological developments are expected to create 

disruption given their differentiated service offering, 

ease and convenience of transacting, and 

relevance to a younger cohort of investors who are 

more inclined to transact through digital avenues. 

Technology can lower the entry barriers by making 

distribution easier. New distribution channels are 

continuing to emerge both globally and in the 

region. In Asia, mainland China currently leads 

online distribution, and Hong Kong has shown 

promise with a change of regulation that has 

empowered asset managers to explore further 

direct sales to investors online.
2

Lastly, the emergence of virtual banks and 

proliferation of independent robo-advisors is 

offering greater diversity in products to investors, 

and more importantly at a lower cost. In particular, 

virtual banks are gradually entering wealth 

management, a natural move which enables them 

to penetrate outside of their core service offerings.

5
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2015 2016 2017 2018 2019 2020 2021 CAGR

Closed-end funds 164 303 480 669 861 1,143 1,185 +39%

Open-end funds 2,558 3,564 4,361 4,957 5,683 6,770 8,103 +21%

Equity funds 587 661 791 927 1,135 1,362 1,772 +20%

Hybrid funds 1,184 1,707 2,096 2,375 2,593 3,195 3,972 +22%

Money market funds 220 286 348 347 335 332 333 +7%

Bond funds 466 789 989 1,172 1,471 1,713 1,827 +26%

QDII funds 101 121 137 136 149 168 199 +12%

Total 2,722 3,867 4,841 5,626 6,544 7,913 9,288 +23%

The financial opening up in mainland China has 

accelerated in recent years. Today, sub-sectors 

including funds management, bank wealth 

management, insurance asset management, and 

trusts continue to take shape and evolve. Global 

investment institutions are accelerating their entry 

into the country or expanding their presence, 

looking to ride on the pent up demand arising from 

the rapid wealth creation opportunity set. As part of 

this, foreign asset and wealth managers through 

various avenues, now realise significant 

opportunities from; investing in China’s onshore 

markets, operating in China, and raising capital 

from Chinese investors for investing offshore.

China’s mutual fund industry, the fourth largest in 

the world, reached US$3.5 trillion as at end 2021

with 9,288 funds.
3,4  

The number of funds and AUM 

grew at respective 23% and 20% CAGR from 2015 

to 2021. Within open-ended funds, the 29% annual 

growth in AUM in 2021 was driven by all fund types. 

Equity funds and bond funds each make up about 

22% of the open-ended fund counts, contributing 

30% of AUM in aggregate. While money market 

funds account for less than 4% within open-ended 

funds, it contributes over 40% of AUM.
5  

Qualified 

Domestic Institutional Investor (QDII) funds, which 

enables mainland access to foreign securities, 

remain small, both in terms of funds by number

and AUM.

3 
Worldwide Regulated Open-End Fund Assets and Flows (Fourth Quarter 2021), Investment Company Institute

4 
AMAC

5
ibid

Figure 3: Top 5 countries 

by fund domicile excluding

fund of funds, US$ trillion

2020 2021 YoY growth

United States 29.33 34.15 +16.4%

Luxembourg 6.10 6.64 +8.7%

Ireland 4.08 4.61 +12.9%

China 2.66 3.53 +33.0%

Germany 2.90 2.97 +2.2%

Source: Investment Company Institute 

Mainland China funds market and 
distribution landscape

6

Figure 4: Publicly offered funds in China

Source: AMAC



The ETF market in China has experienced 

exponential growth in terms of number of products 

and AUM over the past decade. There are 629 

listed ETFs with a total AUM of RMB 1.4 trillion 

(US$210 billion) as of 2021, representing a 

year-on-year growth of 77.7% and 30.6%, 

respectively.
6

Growth has been seen across 

different product types, particularly cross-border 

ETFs which has doubled in number over the past 

year, albeit from a low base. There is growing 

appetite on ETF products that respond to the 

nation’s high-quality development strategy such as 

financial innovation, green & low carbon and ESG. 

Besides, products that help to achieve the goal of 

common prosperity such as pension financing or 

ride on the active management theme 

(e.g. enhanced index fund ETF) would help the 

further opening up of the market to attract longer 

term capital. The expanding product suite has 

enriched the tools available for asset allocation 

purposes, and would add to the intensity of the 

opening up process as ETF connectivity grows 

in scale.

6
ETF行业发展年度报告（2021), Shenzhen Stock Exchange

Figure 5: China's top fund distributors by non-money market fund total assets in Q4 2021

Rank Entity Distributor type RMB (billions)

1 A
Third-party fund sales 

platform
1298.5

2 B Bank 870.1

3 C
Third-party fund sales 

platform
673.9

4 D Bank 596.3

5 E Bank 499.7

6 F Bank 454.5

7 G Bank 304.3

8 H Bank 225.3

9 I Bank 176.4

10 J Bank 170.7

Source: AMAC

The drive towards inclusive finance, the quest for 

convenience, ease and transparent operations, and 

the need to enhance client experience are strong 

forces behind the shift towards a service-oriented 

model. Banks are now developing mobile platforms 

to cope with the change, suggesting offline and 

online channels can be complementary rather than 

mutually exclusive.

Led by technology companies, mainland China is at 

the forefront in pushing for online fund distribution. 

Traditional avenues such as banks are now in the 

midst of an industry transformation. Previously, 

banks’ extensive network of wealth managers 

enabled the accumulation of experience on fund 

selection and precise client profiling, thus creating 

an intangible barrier for them to offer differentiated 

services. However, such product-sales oriented 

model is now disrupted by the rise of third-party 

fund sales platforms.
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Wealth Management 

Connect (WMC)

After much anticipation, the WMC scheme in the 

GBA went live in October 2021. The arrival of the 

initiative is one of the biggest gamechangers 

introduced to date regarding market access 

between wealth management markets in mainland 

China and Hong Kong, as part of grand plans to 

create a vibrant economic cluster combining the 

strengths of each city in the GBA. The 

breakthrough has enabled eligible banking 

institutions and asset managers to participate 

further in the GBA opportunities arising from the 

tremendous demand potential for wealth 

management services. This latest chapter in 

financial markets reform builds on previous 

measures and reflects growing confidence on the 

part of policymakers and market participants in 

managing inbound and outbound flows, designed 

specifically around the GBA.

Figure 6: The current state of play

7
Capturing the Opportunities for Wealth Management 

Connectivity in the Greater Bay Area, Hubbis

8

Distribution initiatives and 
current state of play 

The WMC addresses the 

burgeoning needs of investors in 

the GBA to deploy vast amounts of household 

savings and investable assets to diversify their total 

portfolio. The GBA which has a population of more 

than 70 million, boasts a GDP of RMB 10.8 trillion 

(US$1.6 trillion) and accounts for 20% of China’s 

high-net worth households.
7

For Hong Kong, the 

WMC creates a much larger addressable market 

and expands the catchment area by 10 times. 

Given this, asset managers are only scratching the 

surface when it comes to delivering offshore 

investment products to investors in the region. 

While previous Connect schemes 

(Shanghai-Hong Kong Stock Connect launched in 

November 2014 and Shenzhen-Hong Kong Stock 

Connect launched in December 2016) has linked 

Hong Kong with key exchanges in the mainland, 

the establishment of the WMC in addition is 

complementary to the aforementioned initiatives, 

and one of the most tangible signs of the GBA’s 

transition into a real, integrated market for both 

domestic and international investors. The WMC is 

one part of China’s capital liberalisation journey and 

a growing crop of domestic and international asset 

and wealth managers will be keen to capture the 

compelling opportunities on offer.

Source: PBOC Guangzhou branch

Hong Kong 

bank

Cross-boundary WMC investor

Mainland 

China bank

Open 

designated 

account

Open 

designated 

account

Partners

Quota 

management

fund flow

Eligible wealth management 

products

27,297

investors

RMB 374m

of transactions

As at Apr 2022

Closed-loop



Mutual Recognition of 

Funds (MRF)

The MRF scheme, which enables Hong Kong 

domiciled mutual funds to be distributed in other 

jurisdictions and foreign mutual funds to be 

distributed into Hong Kong has established a 

framework for cooperation on the cross-border 

offerings of funds. This has led to broadening 

investment channels and choice for investors in 

Hong Kong and in participating jurisdictions. 

Moreover, the MRF scheme has empowered asset 

managers to expand their distribution reach and 

level-up their addressable market beyond borders. 

To date, Hong Kong has signed bilateral 

agreements with seven jurisdictions as the city’s 

AWM industry continues to strengthen its 

cross-border investment programmes focusing on 

collaboration, innovation, accessibility, and 

regulatory enhancements. 

Mainland China
May 2015

Switzerland

Dec 2016

France

Jul 2017

United 

Kingdom

Oct 2018

Luxembourg

Jan 2019

Netherlands

May 2019

Thailand

Jan 2021

Figure 7: MRF arrangements to date

“
”

MRF WMC

Launch 

date

July 

2015

October 

2021

Objective

Cross-border 

sales of mutual 

funds domiciled 

and authorised in 

both Hong Kong 

and China.

Cross-border

sales of mutual 

funds domiciled 

and authorised

in the GBA.

Aggregate 

quota

RMB 300 billion 

each way.

RMB 150 billion 

for northbound 

and southbound 

respectively. 

Investor 

quota
n/a RMB 1 million

Figure 8: Comparison of Mainland 

China-Hong Kong MRF scheme and 

WMC scheme

To participate in the cross-border offerings of funds 

in participating jurisdictions, eligible products are 

required to be domiciled in Hong Kong. With 

respect to the Mainland China-Hong Kong MRF 

scheme, other requirements around their lifespan 

and track record, minimum AUM and scope of 

investment, must also be met.

Competition for selling offshore investment 

products into mainland China is much higher now 

than it used to be and Chinese investors have 

access to international markets through the 

Mainland China-Hong Kong MRF scheme and  

WMC scheme.

Under the Mainland-Hong Kong MRF scheme, as of 31 December 2021, we authorised 

a total of 47 Mainland funds (including two umbrella funds) whilst the China Securities 

Regulatory Commission (CSRC) approved 38 Hong Kong funds.

Securities and Futures Commission Annual report (2020-2021)
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ETFs in the Stock Connect 

In May 2022, Hong Kong and mainland 

policymakers announced a plan to include ETFs to 

the Stock Connect.
8

The initiative is designed to 

further deepen the integration of capital markets in 

Hong Kong and Mainland China, and offer more 

diverse investment choices to Mainland and 

international investors.

Initially, the eligibility of ETFs to be first included in 

the ‘ETF Connect’ will be limited by their fund size 

and the index they track, amongst other conditions. 

However, it is envisaged once a track record is built 

up, more products will be permissible. 

The groundbreaking enhancement enables 

investors to access more investment options and 

ETF providers to potentially tap into the mainland 

Chinese retail investor base through listing of ETFs 

in Hong Kong. 

While this development is an increment change in 

the grand scheme of things for the Stock Connect, 

it is a step-change for all parties in the ETF 

ecosystem, from the product issuer, market makers, 

right down to the end investor. Further to this, it 

enables Hong Kong and mainland China to 

capitalise on the rapid and ongoing rise of 

investment in passive strategies. 

While the shift from active to passive is in its 

infancy in Asia-Pacific compared to other regions, 

largely due to current distribution channels that 

promote higher fee investment products, investors' 

ongoing demand for lower fees will accelerate the 

growth in ETFs in the coming years. Asia-Pacific’s 

ETF market is at an inflection point and the future 

for ETFs in the region remains bright. 

8 
HKEX Further Enhances Stock Connect’s Product Offering, HKEX
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Current state of play in 

Asia-Pacific

Strong regulatory, technological and market forces 

are pushing asset and wealth managers to revisit 

their business model and value proposition. One 

part of this is online distribution which has been 

transcending the AWM industry in recent years, 

however this has been more prevalent in the West. 

In Asia-Pacific, funds distribution is at a turning 

point and has been in a state of continuous 

meta-morphosis for some time. Aspects such as 

simplicity, fee transparency, convenience, 

personalisation, and product performance,

have all contributed to the gradual evolution.

In general, several steps have been

taken to make it simpler for retail investors to 

participate in the investment funds industry in the 

region. Most notably, the increasing digitisation of 

distribution has improved accessibility and attracted 

new cohorts of investors. 

Using digital channels to promote and distribute 

products is becoming mainstream and increasingly 

important, as the profile of the investor base 

continues to shift in the coming years. Millennials, 

who are more attuned with digital will assume a 

larger role in the market. As mentioned, mainland 

China has been a leader in the rise of online 

distribution and has captured the region's 

imagination with the growth of e-platforms. 

Powered by data analytics and artificial intelligence, 

these platforms have recorded robust growth. 

While e-platforms have developed into fund 

distribution giants, the challenge in the coming 

years could be the ability of such platforms to 

expand and offer more sophisticated products, 

especially as the regulatory landscape evolves and 

funds industry matures. The wave of regulatory 

change sweeping the AWM industry is apparent, 

as regulators begin to catch up to innovation and 

ensure a balance between investor protection and 

market development.

Banks
Mainstream 

Channel Today

• Banks continue to account for a large share of investment funds sale. 

• Bank distributors are offering customers access to a range of funds on their digital wealth management platforms.

Direct Sale
Upcoming 

Mainstream Channel
• Changes in regulations have enabled asset managers to have direct sales to investors online.

E-Platforms
Upcoming 

Mainstream Channel
• E-Platforms could be a dominant channel for investment funds distribution.

Virtual 

Banks

Potential 

Channel

• Expected to be strong competitors to existing wealth management platforms. 

• Targeting millennials and the digital-savvy, fund managers should consider how to leverage the technology to develop new 

business models within this new channel.

Distribution platforms and 
impact of digital

Figure 9: The distribution landscape in Asia-Pacific
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New business models emerging 

in Hong Kong and globally

The favorable regulatory environment in Hong Kong 

around digital technology and FinTech solutions to 

investment advice has allowed the proliferation of 

new business models to emerge. Recently, the 

market has seen various asset managers form 

partnerships with virtual banks, to provide quick 

go-to-market digital wealth advisory services. With 

this, the adoption of digital across all aspects of 

wealth management operations, not just within 

customer proposition, will be critical to determining 

whether a firm is successful in expanding its 

investor reach and distribution channels. 

Around the world, virtual banks are increasingly 

eyeing expansion into the wealth management 

market for the mass market, a move that enables 

them to penetrate their existing client base further 

through value added services outside of their core 

business of deposits, loans and money transfers. 

Virtual banks’ foray into this area stems from their 

competitive advantage of a fully digital customer 

interface and operations, which enables them to 

provide enhanced customer experience and 

end-to-end digital solutions to access products, 

ease of interaction, client servicing, trading and 

account management, when compared to 

traditional banks.

FinTech solutions to investment advice is also 

accelerating the development of robo-advisor 

platforms that use algorithms to support the entire 

investing process – from setting financial goals to 

portfolio re-balancing and monitoring. Robo-advisor 

platforms provide investors, mainly retail investors 

and the mass affluent segment, with low cost 

wealth management services and they seek to 

disrupt traditional business models by 

disintermediating with direct-to-consumer platforms. 

Moreover, robo-advisor platforms have introduced 

more transparent, efficient and customer-centric 

standards along the overall value chain and can 

deliver easier, faster and more user-friendly 

investment based solutions to investors.

Going forward, the proliferation of robo-advisor 

platforms will likely continue, as market participants 

attempt to reach more of the growing affluent and 

high net worth individuals. Nevertheless, as the 

competitive landscape matures, market participants 

should be conscious of investors treating such 

platforms like any other application and move from 

one platform to another, if their needs are not 

being met.
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In mainland China, the size of household wealth 

alone is significant, and it is estimated that wealth 

could bring financial assets to more than RMB 424 

trillion (USD 63.7 trillion), where close to RMB 170 

trillion (USD 25.5 trillion) could be addressable by 

wealth managers, potentially tripling industry 

revenue by 2030.
9

The robust wealth accumulation 

of individuals could see a redistribution from real 

estate investment and bank deposits to capital 

markets and wealth management products.

With the necessary building blocks now in place for 

the WMC, policymakers should look ahead and 

build out the current infrastructure to ensure it is fit-

for-purpose for years to come. This is essential 

given the broader wealth management industry is 

growing at an exponential rate driven mainly by 

evolving investor preferences and ongoing global 

macroeconomic uncertainty. Please refer to the 

visualization of how the WMC could look in the 

future.

Investors

Retail Institutional UHNWI & HNWI Pension funds Family offices

Expand beyond the retail investor channel and include the participation of other investor groups.

Products

Mutual funds ETFs Insurance-linked Private funds Infrastructure 

Introduce a broader set of products for investors to be exposed to, notably, alternative asset 

classes though private funds and infrastructure opportunities.

Southbound 

Connect

Northbound 

Connect

Hong Kong 

SAR

Macau 

SAR

Mainland cities 

in the GBA

WMC 2.0

9 
Four Megatrends Fueling China’s $16 trillion Wealth 

Management Opportunity, Morgan Stanley

Foshan

Huizhou
Guangzhou

Shenzhen

Dongwan

Hong Kong

Zhaoqing

Jiangmen Zhuhai

Zhongshan

Macau

Wealth Management Connect 2.0: 
Discover limitless opportunities

Figure 10: What could WMC 2.0 look like?
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For Hong Kong, a traditional epicentre of the wealth 

emanating from mainland China, the wealth 

management and advisory industry will see a range 

of new opportunities emerging. The city’s 

comprehensive wealth management infrastructure 

which serves clients from the world over, adopting 

an international approach is attractive to mainland 

and international investors given the city’s breadth 

and depth in products and services. 

As China's economy continues its transition from a 

manufacturing-heavy model to a services-led one, 

there will be an increasing need to fund and invest 

in this transformation. While policymakers have 

actively encouraged domestic banks to finance 

various development initiatives, including 

infrastructure plans, funding is still challenging in 

some parts. Given this and the appetite for 

international investors to participate in China’s 

economic development, a WMC 2.0 could provide 

one avenue to help fund growth and bridge the gap 

between private capital from international investors 

and China’s ongoing development initiatives. 

Essentially, the ‘WMC 2.0 platform’ could act as a 

connector, linking the GBA to the global capital 

pools through Hong Kong. 

By leveraging its well-established capital markets 

and vast experience with international finance, 

Hong Kong can provide the GBA cities with support 

in areas such as project financing, debt issuance, 

investment, financial management and FX 

management. As a global wealth management hub, 

with investors from the world over, Hong Kong is at 

the forefront of the ever-evolving needs of investors 

and a strategic connector for local and global 

capital pools. 

14

Products and 

distribution

• What other products or services should be included? I.e. advisory 

services, discretionary portfolio management, pension products?

• How could the cross-border scheme include alternative asset classes 

such as private equity and hedge funds?

• How can the scope of products be bolstered by including the 

participation of other financial services players outside of retail banks? 

i.e. insurers, brokerages, private banks?

Regulations

• How can regulators strike a balance between providing regulatory 

oversight, while encouraging market development?

• Can a ‘Professional Investors’ or ‘Qualified Investors’ regime be 

introduced to facilitate investors to invest in higher risk asset classes?

• When would be an appropriate time to relax the “execution-only” 

mantra?

Operations

• What are the learning points from how the Stock Connect and Bond 

Connect was developed over time?

• At what stage could various quotas and restrictions be relaxed?

• How can account opening and investor onboarding become digitally 

enhanced?

Figure 11: Enhancing the WMC further: Fundamentals to consider

Furthermore, investors are now more inclined to 

explore advisory based services, as the shift away 

from a purely transaction based business model to 

incorporate advisory based or discretionary based 

services takes course. In anticipation of this, asset 

and wealth managers must prepare to meet client 

needs by investing in digital platforms to ensure 

that they are able to have a holistic portfolio level 

view of investors and leverage technology to 

understand their clients investment behaviour and 

needs. With this, practitioners are investing heavily 

in enhancing suitability frameworks to complement 

the buildout of new service offerings and adhere to 

regulatory requirements.



Alternative assets becoming 

mainstream

To further promote financial and investment 

cross-border flows with the GBA, the WMC could 

provide the infrastructure for alternative asset 

managers, playing the role of product 

manufacturers, to tap into the opportunities in the 

GBA. At present, this opportunity is limited to retail 

banking institutions and traditional multinational 

asset managers that offer deposits and mutual 

funds respectively. However, as the wealth 

management industry continues to rapidly change, 

with a new generation of sophisticated investors 

demanding a wider suite of products and greater 

convenience, it is envisaged that the WMC could 

look to include alternative asset classes such as 

private equity, hedge funds, real estate, private 

credit, and infrastructure. This could crystalize once 

the WMC has a track record. Moreover, this would 

require policymakers and regulators to become 

more comfortable with the nature and size of 

investor flows and the WMC’s impact on 

capital controls.

Participation in China’s 

untapped pension market

In mainland China, there are mounting challenges 

for policymakers regarding its long-term strategy in 

offering adequate financial security for retirees. Its 

vast population is ageing fast and birth rates 

remain low, pushing up the dependency ratio and 

creating imminent challenges. Against this 

backdrop, the country has been pivoting away from 

state funded pensions and reallocating capital to 

private pension plans, which is also consistent with 

trends in other jurisdictions across the world. 

Earlier this year, mainland China formally launched 

a pilot private pension scheme that enables 

workers based in urban centres to invest in public 

funds and wealth management products, and the 

plan is part of the third pillar of China’s pension 

system. Under the plan, workers can open private 

pension accounts at banks or designated financial 

institutions and their quota can be used to 

purchase products such as mutual funds, wealth 

management products, deposits, and pension 

insurance contracts.

Pillar 1

State pension provided by the government

Pillar 2

Corporate annuity products provided 

by insurers

Pillar 3

Private pension products provided by financial 

institutions

Figure 12: China's pension system rests on 

three fundamental pillars

Mainland China has a rich and deep pool of 

savings and combined with the improving financial 

literacy of its population, there will be an increasing 

need for the demand of well-designed and 

diversified pension related products and services. 

Regarding access, enabling the inclusion of 

pension products, including those already 

established in the MPF System, in the WMC could 

provide a tangible solution. A large segment of the 

population in China are still looking to increase 

international exposure and diversify their 

investments, and the proposal would enable 

investors to achieve this objective.
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Financial inclusion – broadening 

to institutional investors 

The Shanghai Stock Connect scheme and later, 

the Shenzhen Stock Connect scheme with Hong 

Kong have since become trusted and familiar 

options for retail and institutional investors looking 

to trade and settle shares listed on the other 

market via the exchanges and clearing houses in 

their home market. Similar to the WMC, the 

implementation of the aforementioned Stock 

Connect programmes were also subject to quotas 

and conditions, including regulatory approvals, 

completion of development work and market 

readiness, at the onset. However, as a credible 

track record was established for the Stock Connect 

programmes, regulatory easing over time led to a 

more conducive environment for market 

participants. 

In the future, there could also be merit for the WMC 

to expand beyond the retail investor channel and 

include the participation of other investor groups. 

While the underlying purpose of the Stock Connect 

programmes differ to the WMC, reference could be 

made on how they had developed over time to 

become a great success.
Source: HKEX

Figure 14: Stock Connect schemes have hit new trading volume records, seeing sustained growth

Information includes Northbound and Southbound for the Shanghai 

and Shenzhen Connect schemes. Shenzhen-Hong Kong Stock 

Connect programme was launched in Q4 2016.

Figure 13: Key factors contributing to the success of Stock Connect schemes 

• Refinements including the removal of the aggregate quota and increased daily quotas.

• Implementation of the investor identification model to improve cross-border market surveillance. 

• Inclusion of Chinese A-shares into global indices, raising international participation in equity 

markets in Mainland China and Hong Kong.
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Hong Kong, as a leading international financial 

centre and forward-looking wealth management 

hub already has much of the building blocks to 

be successful in the current landscape and 

beyond. With the rapid growth of wealth in the 

region, there are increasing opportunities for 

Hong Kong as a wealth management centre. To 

fully capitalise on the burgeoning opportunities, 

Hong Kong can play to its existing strengths as 

well as transform to compete, against the 

backdrop of several major trends continuously 

reshaping the wealth management landscape. 

As a global wealth management hub, with asset 

owners and asset managers from the world over, 

Hong Kong boasts an international approach 

ensuring the city is competitive in attracting 

leading and prominent international firms as well 

as emerging market practitioners. Going forward, 

the city should look to maintain its tradition of 

internationalism, as investor preferences, the 

external environment and rapid technological 

development keep evolving. Hong Kong is on 

strong footing for long-term growth and its 

inclusivity to capitalise on the significant 

opportunities ahead makes it an attractive 

destination for local and global capital pools. 
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Hong Kong here to stay
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