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Dear Members

As we entered the second half of 2023, I'd
like to take this opportunity to review the
performance of the Hong Kong stock market.

In the first six months of the year the IPO
: | market registered 31 new listings, raising a
g J"f’::' . total of HK$17.8 billion. Although market
j—" . y expects the figures to pick up in the second
the bullish years previously. To put things in perspective, in 2019
when HKEX ranked first in the global IPO league table, 114 new
listed companies were added to our stock market with IPO proceeds

half of the year, it will still be a far cry from

amounting to HK$256 billion. The average daily turnover for the first
six months of 2023 was HK$115.5 billion, compared to say HK$166
billion for 2021. Such lacklustre performance can be attributed to a
number of factors: the tense geopolitical situation continues to inhibit
western capital from investing in Chinese assets, the accumulated
losses incurred by western investors in Chinese investments, and the
interest rate hikes. All these have a dampening effect on our stock
market performance.

To mitigate the situation, participation of fresh capital from new
origins is perhaps necessary. In this light, the moves to seek closer
business and investment ties with the Middle East by both the
Central and Hong Kong Governments are right on target. While high
level government visits are effective in opening doors, continuous
efforts to solidify the relationship are equally important. It is
paramount for the Hong Kong Government to devise a coherent and
persistent Middle East strategy which not only tells the Hong Kong
story, but also aims to cultivate trust and long-term partnership.
Middle Eastern people, | would say, are similar to us Chinese. They
treasure relationships not just encounters; value partnership not
only transactions. Our Government must demonstrate commitment
to the region by investing time and resources to build relationship
and promote understanding. One must also realise Middle Eastern
countries are far from homogeneous but have different economic
compositions and strengths, and varying business priorities and
investment interests. Among the countries, they would co-operate
and compete on different fronts; they are the so-called “frenemies”.
Our Government's strategy much therefore be able to distinguish
the commonalties and differences between them and identify
opportunities from there.

To begin with, a number of simple action steps can be considered:
* Expand the network of the HKSAR Economic and Trade offices
in the Middle East. This would demonstrate Hong Kong's

commitment to the region and allow us to fully understand the
different countries and nurture business relationships.
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+ Leverage on the deal-making prowess of Hong Kong investment
professionals to build networks on the ground, develop ties and
look for opportunities.

¢ Sell the Greater Bay Area (GBA) Concept. Continue high level
government visits to the Middle East at regular intervals to talk
about not only the Hong Kong story, but that of the whole GBA.
This would amplify the attractiveness of our offering. Recently
the counsel general of Saudi Arabia in Guangzhou expressed
optimism of GBA as an economic and business hub. We must
seize the opportunity to capture and deepen the interest.

In addition to injecting new vigour into our financial markets,
developing stronger ties with the Middle East also has strong
implication to the internationalisation of RMB. Channeling Middle
East capital to Hong Kong's existing and future RMB denominated
assets portfolio would be an effective way to increase demand for
RMB and encourage Middle East governments to build up their
RMB holdings for current accounts purposes. This is another area
where Hong Kong can play a part in servicing national needs and at
the same time, solidify the unique role of Hong Kong in the grand
scheme of China’s development.

The Chamber believes healthy financial markets are integral to
the continuing economic prosperity of our city. As a key market
stakeholder, we will always share views and make recommendations
on how to fortify our strengths and make things better. In this regard,
members views are most welcomed and together, we will make
contributions to our market and economy for the benefit of all.

Yours sincerely

Catherine Leung
Chairperson
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