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New CEPA supplement endorsed
Hong Kong banks and securities firms gain easier access to 
mainland market
By Reggie Rathour

 Hong Kong and China have signed the sixth supplement to the closer economic 
partnership arrangement, putting in place measures that will allow local securities 
and banking services to expand in Guangdong.

Under the new agreement, qualified Hong Kong and mainland brokerages would 
be able to set up joint venture investment advisory companies in the province, and 
Hong Kong securities firms can own up to a third of the advisory company. 

A government spokesman said the move would allow local firms to participate in 
the development of the mainland’s securities market.

Qualified mainland brokerages approved by the China Securities Regulatory 
Commission can also set up subsidiaries in Hong Kong. In addition, China will look 
into the possibility of establishing on the mainland an “index-tracking exchange-
traded fund” with Hong Kong listed stocks. 

The new measures, to take effect on 1 October, will permit branches of Hong Kong 
commercial banks in Guangdong to set up what has been described as “cross-location” 
sub-branches within the province. The move is expected to enhance the efficiency of 
services for enterprises including Hong Kong-invested companies in Guangdong.

 

Mainland firms to seek Hong Kong listings
 Three mainland firms are in line to make their debut on Hong Kong’s stock 

exchange with the goal of raising a total of US$900 million within months, the South 
China Morning Post reported, quoting unidentified sources.

Beijing-based construction material maker BBMG Corp. plans to raise US$500 
million in an initial public offering that UBS and Macquarie are arranging, the 
report said, while Chinese personal care product maker and distributor Bawang 
International Trade Co., is planning an IPO estimated at US$200 million in Hong 
Kong, which will be handled by Morgan Stanley and HSBC. 

Sodium sulphate producer Lumena Resources Corp. has slated a share offering for 
mid-June, with BOC International, Credit Suisse and Macquarie as its bookrunners, 
FinanceAsia.com reported. It plans to raise US$200 million, SCMP said.

The three companies’ share offerings follow the successful public listing of 
aluminium maker China Zhongwang Holdings, which raised HK$9.8 billion in April.

 Meanwhile, Chongqing is set to spend up to US$8 billion on buying overseas 
assets, becoming the first Chinese municipality to follow the government’s push for 
expansion abroad, SCMP reported.

Chongqing’s executive vice-mayor, Huang Qifan, said the municipality is taking 
advantage of falling asset prices globally – assets valued at 10 yuan previously are now 
worth two yuan. “It will be foolish not to buy anything right now. However, it will 
be even more foolish to buy assets which do not help profitability,” he told the Post.

The municipality is looking into acquiring more than 333,000 hectares of 
farmland, an iron ore mine, machinery and high-tech equipment, though no specific 
countries are mentioned.
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HKMA chief to bow out 
 Joseph Yam, head of the Hong Kong 

Monetary Authority, will step down on  
1 October after 16 years at the helm. His 
former deputy, Norman Chan, now director 
of the Chief Executive’s Office, has been 
widely tipped to succeed him, although the 
government said it is in the final stage of 
identifying a replacement. Caijing magazine 
reported Yam would become an adviser 
to the People’s Bank of China. A fierce 
advocate of Hong Kong’s currency peg with 
the U.S. dollar, Yam said he saw no reason 
to change the peg, despite Hong Kong’s 
expanding economic links with China and 
the yuan’s growing internationalization.
 
New rules for illegal fund flows  
in China
 Beijing has proposed new rules to crack 

down on illegal fund flows through non-
residential foreign-exchange accounts after 
the central bank warned a sudden outflow 
would harm the markets, SCMP reported. 
The draft rules state that officials would 
tighten controls on transactions through 
overseas firms’ foreign-currency bank 
accounts with measures that include a 
labelling system. Speculative money flows 
have been facilitated by rampant document 
falsification in recent years.

Charles Li tipped for HKEx position
 Veteran investment banker Charles Li 

Xiaojia is expected to take over from Paul 
Chow as chief executive of Hong Kong 
Exchanges & Clearing Ltd. after he retires 
in April next year. Beijing-born Li, now 
chairman and chief executive of JPMorgan 
Chase China, will be the first mainlander to 
hold the position. Market watchers said Li’s 
appointment would signal the Hong Kong 
bourse’s attempt to improve communication 
with mainland authorities.
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