Minutes of a meeting of the HKCSI Financial Services Committee held on Friday, 9 August 2002 at 9:30 am at the Chamber Boardroom.

Chairman:
Mr David Ruan
New-Alliance Asset Management (Asia) Ltd

Vice Chairman :
Mr David Dodwell
Golin/Harris Forrest

Present :
Ms Alexandria Albers
Morgan Stanley


Mr Chong Mong Ting
East Asia Heller Ltd


Ms Ann Cooley
Pacific Hawk (HK) Ltd


Mr Ivan Ko
Advantage Mortgage Services Ltd


Mr Adrian Li
The Bank of East Asia Ltd


Mr Leland Sun
Pan Asian Mortgage Co Ltd


Mr Clemens Wendland
DG Bank, Hong Kong Branch


Ms Eva Wong
Hong Kong Association of Banks, The


Dr W K Chan
Secretary General, HKCSI


Ms Charlotte Chow
Deputy Secretary, HKCSI

By invitation :
Mr Lawrence Fok
Hong Kong Exchanges and Clearing Ltd

Apologies :
Mr Joseph Au
HK Deposit-Taking Companies Association


Mr C F Choy
Hong Kong Federation of Insurers, The

 
Mr Paul Coughlin
Standard & Poor's Rating Services


Mr Jack W Flader
Gemini Group


Mr K H Kwok
Tanrich (Hong Kong) Holdings Ltd


Mr Daniel K L Lee
K L Lee & Company


Mr Paul Tang
The Chinese Banks Association Ltd


Mr David Wan
Hong Kong Association of Banks, The


Ms Maria Xuereb
Deloitte Touche Tohmatsu


Mr Charles Yeung
Charles Yeung & Co

Out of town : 
Mr Ming Siu
SMEloan Hong Kong Ltd


Mr Joseph Tse
Brown Brothers Harriman (Hong Kong) Ltd

The Chairman welcomed the guest, Mr Lawrence Fok and the following new members to the meeting:

· Ms Alexandria Albers, Morgan Stanley

· Mr Adrian Li, The Bank of East Asia Ltd

· Mr Leland Sun, Pan Asian Mortgage Co Ltd

1)
Confirmation of Minutes

Minutes of the meeting held on 28 August 2001 were confirmed and signed.

2)
Chamber Member Get Member Contest

A brochure on the Member-Get-Member Contest was tabled. At the invitation of the Chairman, the Chamber Assistant Manager for Membership, Ms Maggie Fung introduced the Contest and encouraged members' participation.

3)
Development of the Growth Enterprise Market in Hong Kong

3.1
At the invitation of the Chairman, Mr Lawrence Fok, Deputy Chief Operating Officer of the Hong Kong Exchanges and Clearning Ltd (HKEx) briefed members on the listing requirements, development and future trend of the Growth Enterprise Market (GEM).

3.2
GEM was launched by the Stock Exchange of Hong Kong in November 1999 at the height of Internet fever when Nasdaq index was close to 5,000. As at 19 July 2002, 142 companies were listed on GEM, of which 13 were H shares companies and one red chip. They raised a total of HK$6.5 billion, the majority of which was raised in the primary market. The average daily turnover from January to June 2002 was HK$235 million. Market capitalisation as at 19 July 2002 was HK$71 billion. The average P/E ratio as at 30 June 2002 was 25 times. 

3.3
There were no conglomerates in GEM, no monopolistic public utility companies, no property companies nor commercial banks. The distribution on industries by number of companies as at 30 June 2002 was:


-
24%
software/computer hardware


-
13%
biotech/pharmacy/health care


-
11%
e-commerce


-
10%
internet


-
9%
telecom


-
33%
miscellaneous eg personal care, publications, environmental protection, advertising, entertainment and business consultancy

3.4
Of the 137 companies listed on GEM as at 30 June 2002, 62% were Hong Kong companies, 27% from the Mainland, 3.6% from Taiwan and 1.4% from USA. For political reason, it was difficult for Taiwan firms with operations in Mainland China to raise funds in Taiwan. 

3.5
On average, over 50% of the quarterly results released from January 2001 - June 2002 recorded profits, even though GEM did not impose a profit requirement. In 2000, GEM ranked third in terms of fund raising, turnover and market capitalisation compared with other major Asian second boards which had a much longer history than Hong Kong except Japan (which was also set up in November 1999). Mr Fok pointed out that in 2000, there were 181 new listings in Kosdaq (the second board in Korea) but no new listings on the main board was recorded during the same period.

3.6
For the period January 2001 - June 2002, GEM ranked second in terms of fund raised and third in terms of turnover and market capitalisation among its regional counterparts. The ranking of Kosdaq was high as it was technologically advanced. Members noted that the amount of funds raised by Singapore's second board was smaller than Hong Kong.

3.7
Mr Fok attributed the 30% drop last year of GEM index to its short history, the dominance of dot com companies in GEM and the failure of the dot com market. For the first half of 2002, GEM was almost at par with its regional counterparts except Singapore. It was noted that no figures were available for Japan.

3.8
It was estimated that there would be more than fifty companies listed on GEM this year. Listing applications would sometimes be withdrawn after approval. This could be due to the need for updating the accountants report or disagreement on the issuing price by underwriters and listing companies.

3.9
Mr Fok told members about the basic listing requirements between the main board and GEM such as jurisdiction, profit requirement, operating history, market capitalisation, reporting requirement, corporate governance, etc.

3.10
HKEx was active in promoting GEM in the Mainland and to Taiwan companies with investment in China. Promotional seminars to privately own and state owned enterprises were well received. The ability to attract international strategic investors by listing in Hong Kong was an advantage. HKEx was in discussion with the London Stock exchange for collaboration. It was hoped that by next year, companies seeking listing in Hong Kong in the Main Board could seek an additional listing in the London Stock Exchange. HKEx was also in discussion with Standard and Poor's to develop another index on GEM.

3.11
HKEx was targeting small and medium enterprises in Taiwan to list in Hong Kong. It was understood that large Taiwan stock brokers were already in Hong Kong.

3.12
As of last year, 40% of trading were done by foreign institutions, 30% by retail investors and the remaining by local institutions or high network proprietor trading.

3.13
Members were interested in the performance of GEM and believed that the financial services sector in Hong Kong would be interested in its continual development. The Chairman then thanked Mr Fok for his useful information and frank discussion. Mr Fok left the meeting at this juncture.

4)
WTO, GATS and Financial Services

4.1
Dr Chan told members that a new Doha round of negotiations was being conducted at present. For services, the objective of this round of negotiations was to achieve further liberalisation through a request and offer process. Discussion was mainly on the framework and no solid commitments were made yet. 

4.2
By the deadline of 30 June, only nine out of 144 members had submitted their requests. The HKSAR government had prepared a request list based on input from the HKCSI and information collected during the HKCSI Services 2000 study conducted two years ago. Members having specific requests could pass their concerns to the government via the Secretariat. The deadline for submission of offer list to WTO would be 31 March 2003.

4.3
It was anticipated that there would be little development within WTO until the new Director General Supaichai had settled into his office in September this year. However, the lack of chemistry between Mr Supaichai and USTR was a concern. It was felt that the January 2005 deadline for the Doha round of negotiations was increasingly becoming unrealistic.

4.4
The national CSIs were trying to put forth their views in a collective manner. A possible meeting of CSIs was being planned for October in Geneva. It was hoped that negotiations would enter into a more substantial phase after the Geneva meeting. 

5)
Any other business

5.1
Information on the  "One Company One Job" campaign was tabled. The Chairman drew members' attention to the campaign and encouraged members to participate. Dr Chan added that the aim was for the business sector to help the employment situation in Hong Kong and to raise the mood in the current economic climate. 

5.2
The Chairman pointed out that the committee met on a need basis to exchange and to reflect views of the financial services industry. He encouraged members to identify issues of concern and to pass them to the Secretariat. 

There being no other business, the meeting adjourned at 10:50 am.
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