
Market consultation on listing regime 
for “new economy” companies

www.pwchk.com

HKEX proposed to:
a) permit listings of biotech issuers that do not meet any of the financial eligibility tests of the 

Main Board; 
b) permit listings of companies with weighted voting right (WVR) structures; and 
c) establish a new concessionary secondary listing route for Greater China and international 

companies that wish to secondary list in Hong Kong. 

Key listing requirements for biotech issuers:
• At least one core product beyond the concept stage
• Primarily engaged in research and development of its core product(s) for a minimum of 12 months
• Have received meaningful investment from at least one sophisticated investor at least 6 months 

before listing
• Minimum expected market capitalisation of HK$1.5 billion 
• In its current line of business for at least 2 years under substantially the same management
• Meet enhanced working capital requirements (125% of the issuer’s costs for at least next 12 months)

Key listing requirements for WVR issuers: 
• Innovative companies with high business growth
• WVR beneficiaries have been materially responsible for the growth of the business and are directors 

of the issuer 
• Have received meaningful investment from at least one sophisticated investor, and such investor has 

to retain at least 50% of the investment at the time of listing for a period of at least 6 months post-IPO
• Minimum expected market capitalisation of HK$40 billion, OR minimum expected market 

capitalisation of HK$10 billion and minimum revenue of HK$1 billion in the most recent audited 
financial year

• Voting powers of WVR shares are no more than 10 times of the voting power of ordinary shares
• Beneficiaries of WVR collectively own a minimum of at least 10% and a maximum of not more than 50% 

of the underlying economic interest in the applicant’s total issued share capital at the time of listing
• Non-WVR shareholders have at least 10% of voting power 
• Have appropriate WVR safeguards (e.g. the WVRs will cease upon cessation of directorship, death, 

incapacity or no longer meeting the requirements of a director, or transfer of the shares, and key 
matters are decided on a one-share one-vote basis)

Qualifying criteria for new concessionary secondary listing route:
• Innovative companies
• Listed on NYSE, NASDAQ or premium listing segment of LSE’s Main Market (“Qualifying Exchange”)
• At least 2 years’ good compliance record on Qualifying Exchange
• Minimum expected market capitalisation of HK$10 billion (and minimum revenue of HK$1 billion 

in the most recent audited financial year for WVR companies/Greater China companies with 
minimum expected market capitalisation below HK$40 billion) 

Highlights
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1. Biotech Companies — A company primarily engaged in the research and development, application and commercialisation of biotech products, processes, and technologies.
2. Financial Eligibility Tests — The financial eligibility requirements of the Main Board, being: (i) Rule 8.05(1)(a) (profit test); (ii) Rule 8.05(2)(d), (e) and (f) (the market capitalisation/revenue/cash 

flow test); or (iii) Rule 8.05(3)(d) and (e) (the market capitalisation/revenue test) of the Main Board Rules.
3. Core Product — A biotech product(s)/process(es)/technology(ies) that is required by applicable laws, rules or regulations to be evaluated and approved by a Competent Authority based on data 

derived from clinical trials (i.e. on human subjects) before it could be marketed and sold in the market regulated by the Competent Authority which forms the basis of a Biotech Company’s listing 
application under the proposed listing rules. The Competent Authority refers to the US Foods and Drug Administration, the China Food and Drug Administration, the European Medicines 
Agency or any other national or supranational authority which the Exchange recognises as a Competent Authority on a case by case basis. 

On 23 February 2018, Hong Kong Exchanges and Clearing Limited (“HKEX”) published the Consultation Paper on a Listing 
Regime for Companies from Emerging and Innovative Sectors. It sets out proposals to expand the existing listing regime to 
facilitate listings of companies from emerging and innovative sectors (or so called “new economy” companies), subject to 
appropriate safeguards. The consultation period will end on 23 March 2018.

(A) Biotech Companies1

HKEX proposed to permit listings on the Main Board of Biotech Companies that do not meet any of the Financial Eligibility Tests2

(including companies with no revenue or profit). 

In addition to satisfying the existing Main Board listing requirements (except for Financial Eligibility Tests), the Biotech 
Company must:

1) demonstrate the following features: 

• have developed at least one Core Product3 beyond the concept stage; 

• have been primarily engaged in research and development (R&D) for its Core Product(s) for a minimum of 12 months; 

• have as its primary reason for listing the raising of finance for R&D to bring its Core Product(s) to commercialisation;

• have durable patent(s), registered patent(s), patent application(s) and/or intellectual property in relation to its Core 
Product(s); and

• have received meaningful investment from at least one sophisticated investor at least 6 months before listing (which must 
remain at IPO); 

2) have an expected market capitalisation of at least HK$1.5 billion;

3) have been in operation in its current line of business for at least 2 years under substantially the same management;

4) meet the minimum public float requirements, excluding the shares held by cornerstone investors. Shares subscribed by 
cornerstones will not count towards minimum initial public float requirements at listing or during the six-month lock up period;

5) meet the enhanced working capital requirements (125% of the issuer’s costs for at least next 12 months);

6) provide prominent warning statements and enhanced risks disclosures, including disclosures on the phrases of development for 
its Core Product(s), details of spending on R&D, the R&D experience of management, etc.;

7) provide ongoing disclosures regarding its R&D activities in its interim and annual reports; 

8) not effect any transaction that will result in a fundamental change to its principal business without the prior consent of the 
Exchange; 

9) maintain sufficient operations or assets. Those fail to meet such requirement will be given a period of up to 12 months to 
re-comply with this requirement, failing which the Exchange will cancel its listing; and

10)be prominently identified through a unique stock marker “B” at the end of its stock name. 

If the issuer satisfies one of the Financial Eligibility Tests, it will no longer be subject to the requirements (8) to (10) above. 
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(B) Issuers with WVR structures
HKEX proposed to permit listings on the Main Board of companies with WVR structures. 

In addition to satisfying the existing Main Board listing requirements, the WVR issuer must:

1) demonstrate the following characteristics: 

a) an innovative company which possesses more than one of the following characteristics: 

• its success is attributable to application, to the company’s core business, of new (i) technologies, (ii) innovations and/or 
(iii) a new business model;

• R&D is a significant contributor of its expected value and constitutes a major activity and expense; 

• its success is attributable to its unique features or intellectual property; and/or

• has an outsized market capitalisation/intangible asset value relative to its tangible asset value; 

b) demonstrate a track record of high business growth and its high growth trajectory is expected to continue; 

c) each WVR beneficiary has been materially responsible for the growth of the business, by way of his skills, knowledge and/or 
strategic direction;

d) each WVR beneficiary (i) must be an individual who has an active executive role within the business, and has contributed to 
a material extent to the ongoing growth of the business; and (ii) is a director of the issuer at the time of listing; and

e) have received meaningful investment from at least one sophisticated investor (which must remain at IPO). Such investor has 
to retain an aggregate 50% of its investment at the time of listing for a period of at least six months post-IPO; 

2) have (a) an expected market capitalisation of at least HK$40 billion; or (b) an expected market capitalisation of at least HK$10 
billion and revenue of at least HK$1 billion in the most recent audited financial year; 

3) put in place appropriate WVR safeguards to protect investors, including:

• only new applicants will be able to list with WVR structures. After listing, the issuer cannot increase the proportion of WVR 
in issue or issue any further WVR shares; 

• beneficiaries of WVR will be restricted to directors and the WVRs will lapse permanently if the beneficiary (i) dies; (ii) ceases 
to be a director; (iii) is incapacitated; (iv) no longer meets the requirements of a director; or (v) if the shares are transferred 
to another person; 

• voting powers attached to WVR shares are capped to not more than 10 times of the voting power of ordinary shares;

• beneficiaries of WVR collectively own a minimum of at least 10% and a maximum of not more than 50% of the underlying 
economic interest in the applicant’s total issued share capital at the time of listing;

• non-WVR shareholders hold at least 10% of the votes eligible to be cast at general meetings; 

• key matters, including change of constitutional documents, variation of rights attached to any class of shares, appointment 
and removal of INEDs and auditors and winding- up of the issuer, have to be decided on a one-share one-vote basis;

• the issuer must adopt enhanced corporate governance, including 

- establish a corporate governance committee to review, monitor and report on compliance with WVR safeguards; and

- engage a compliance adviser on a permanent basis to provide advice on compliance with WVR safeguards and rules.

• the WVR safeguards must be incorporated into the constitutional documents; and

• the WVR issuer must be prominently identified through a unique stock marker “W” at the end of its stock name, and include 
appropriate warnings in its listing documents and ongoing corporate communications.
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(C) Secondary listings of new economy companies
HKEX proposed to establish a new concessionary secondary listing route for Greater China and international companies that wish 
to secondary list in Hong Kong. 

To entitle the new concessionary secondary listing route, the applicant must:

• be an innovative company with characteristics set out in (B)(1)(a) above;

• be primary listed on the New York Stock Exchange, NASDAQ or the “premium listing” segment of the London Stock Exchange’s 
Main Market (“Qualifying Exchange”);

• have a good record of compliance for at least 2 years on a Qualifying Exchange; and

• have an expected market capitalisation of at least HK$10 billion. A secondary listing applicant (i) with 
a WVR structure; and/or (ii) with a “centre of gravity” in the Greater China region (“Greater China Issuers”) will also be 
required to have a revenue of at least HK$1 billion in the most recent audited financial year if its expected market capitalisation
is less than HK$40 billion.

Concessions under the new concessionary secondary listing route include: 

• permit innovative company with a centre of gravity in the Greater China region to secondary list in Hong Kong;

• codify the automatic waivers currently granted to secondary listed issuers by 2013 JPS4 (e.g. exemptions from compliance with 
notifiable transaction and connected transaction rules) in the Main Board Listing Rules and give them to these concessionary 
listings. For Greater China Issuers, such waivers will fall away after a 12-month grace period if the bulk (taken to be 55% or more) 
of trading in the shares migrates to Hong Kong on a permanent basis; 

• will not require the Grandfathered Greater China Issuers5 and non-Greater China Issuers to change its constitutional 
documents to meet the equivalent shareholder protection standards to those of Hong Kong if they can demonstrate compliance 
with the Key Shareholder Protections6 to be set out in the Listing Rules; and

• do not require the Grandfathered Greater China Issuers and non-Greater China Issuers with WVR to comply with the WVR 
safeguards nor change WVR structure to meet primary listing requirements.

Timetable

If there are no major adjustments to the proposals following the consultation, HKEX expects to publish the consultation 
conclusions in late April 2018 at the earliest. 

4. 2013 JPS — The Joint Policy Statement Regarding the Listing of Overseas Companies jointly issued by the Securities and Futures Commission and The Stock Exchange of Hong Kong Limited 
in September 2013.

5. Grandfathered Greater China Issuers — Greater China issuers that are primary listed on a Qualifying Exchange on or before 15 December 2017.
6. Key Shareholder Protections – for example:

• issuer must hold an annual general meeting at least every 15 months, give reasonable notice of meetings and members to have the right to speak and vote at the shareholders’ meeting 
• super-majority vote of members is required to approve fundamental matters (material changes to constitutional documents, variation of rights attached to any class of shares and voluntary 

winding-up) 
• appointment, removal and the remuneration of auditors require the approval of a majority of shareholders or other body independent of the board of directors 

http://www.hkex.com.hk/News/Market-Consultations/2016-to-Present/February-2018-Emerging-and-Innovative-Sectors?sc_lang=en
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