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Future Ready: Chamber
Provides a Unified Voice
buing an Era of Change

— An Interview with CHKLC's New Chairperson

Ms Catherine Leung
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Catherine Leung, the newly-elected Chairperson of the Chamber
of Hong Kong Listed Companies, comes with a strong
investment banking background that gives her in-depth knowledge
of the capital and securities markets as well as the needs of listed
companies. In recent years, she has co-founded an early stage
venture capital fund specialising in the tech sector of Israel. That
equips her with unique insights of the New Economy which is
indisputably the growth engine of the world, including Hong Kong.

Momentum talks to Leung about how she sees the state of Hong
Kong's securities market and the opportunities that lie within, how
the Chamber can further help its members, particularly those from
the New Economy, and what can be learnt from Israel, well-known
for producing unicorn startups, to rekindle the “Hong Kong spirit”.

Momentum: Catherine, congratulations on becoming the new
Chairperson of the Chamber of Hong Kong Listed Companies. In
assuming your new role, what do you see as the opportunities for
Hong Kong's securities market in the horizon and how best we can
capitalise on them?

Catherine Leung: Thank you. | strongly believe that now is a
watershed moment for Hong Kong as an international financial
centre. The tense Sino-US relations, the recent Didi happenings and
the rapid growth of the Greater Bay Area (GBA) all present exciting
opportunities for us. The unprecedented surge in listings in Hong
Kong by New Economy and biotech companies from Mainland China
and new GBA companies will be beyond our imagination. | would
be stating the obvious by saying that the Hong Kong stock market
is a natural home for them, but the sheer volume of such listings will
definitely continue to change the contours of our capital markets and
economy. We cannot have a mindset of “we are here and they will
come”. We cannot underestimate the opportunity this presents and
need to be fully equipped and open to capitalising on this as it could
take the Hong Kong financial markets to an even higher league.

te | would be stating the obvious by saying that the
Hong Kong stock market is a natural home for them,
but the sheer volume of such listings wiill
definitely continue to change the contours of
our capital markets and economy. b))

But when preparing ourselves for the continuous stream of new
listings, there must exist an optimal regulatory regime that is
facilitating rather than inhibiting. For this to happen, in my view,
there are a few things that require our regulators’ close attention.

Firstly, they need to seriously consider the appropriate balance
between a disclosure-based regime vs. the current rule-based
approval regime.
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Regulators, as experienced as they are, would unlikely be able
to catch up with the latest and greatest technology or platforms
or trends for each and every New Economy industry. That could
frustrate listing applicants and bog down the approval process. |
note that while most stock exchanges of developed markets adopt
a disclosure-based regime, Hong Kong, for its own reasons may not
be able to adopt it in full. However, the balance between disclosure-
based and the current rule-based method needs to be carefully
studied and explored. We should not take the current state as a
given. The maturity of our capital markets also means that investors
can evaluate the merits of each investment and the risk and rewards
involved to make informed decisions.

Secondly, to be GBA ready, Hong Kong and its regulators need to
review its stance towards small to medium enterprises (SMEs). There
has not been enough attention and care paid to the listed companies
from the SME sector, or small-caps, in our view.

SMEs are a major pillar of our economy. As of 2018, there were over
340,000 SMEs in Hong Kong, employing about 45% of our workforce
in the private sector. In the Services Sector, which accounted for
93.1% of local GDP in 2018, 98.4% of the business units were SMEs.
If we extend this notion to the GBA, we are bound to see companies
which are promising, but smaller at the initial stages. While we are
in an era of abundant liquidity, these budding companies should
have the option to tap capital from both private and public markets.
As the saying goes, Tencent was once a medium-sized company
before it became a giant. A vibrant capital market needs to embrace
companies of all sizes and provide listing opportunities and access
for capital for companies big and small.

The fast-tracked route of GEM board listed companies to migrate to
the Main board has ceased. As GEM board review will kick off soon,
we hope that HKEX will ensure that companies big and small would
be given an equal chance to capitalise on the access to the capital
markets for their growth and this should underscore the spirit of the
Stock Exchange policies going forward.
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Momentum: The Chamber is
the only market organisation
in Hong Kong by and for
listed companies. What is your
mission for the membership of
the Chamber?

Catherine Leung: The Chamber
will continue to be proactive
in advising members of
regulatory trends, potential
changes and implications
and act as one unified voice
in communicating with the
regulators. We will continue
to grow our membership
and increasingly focus on
newly-listed New Economy
companies in Hong Kong.

As aforesaid, Hong Kong
is anticipating an influx of
New Economy and biotech
companies. In order to represent the needs and views of these
companies, the Chamber recently launched a New Economy
Companies Capital Markets Chapter and is actively recruiting. While
New Economy companies share many similar needs and concerns
as other listed companies, because of their shareholding structure
and funding needs, these pioneering enterprises also tend to
have different concerns and capital markets needs that need to be
addressed. The Chamber is an excellent platform to bring those
concerns and needs to the attention of the regulators as a collective
voice and to work out solutions together. We would also continue
our role as a pre-market consultation channel for the Government
and regulators before any new rules are promulgated.

te When preparing ourselves for
the continuous stream of new listings,
there must exist an optimal regulatory regime
that is facilitating rather than inhibiting. 9

Momentum: You were an investment banker for 20 years and now
run a venture capital fund focusing on lIsraeli deep technology
companies. What perspectives do these experiences bring to your
current role at the Chamber?

Catherine Leung: My role as an investment banker was some
time ago, but | was fortunate to have a “front row seat” in the
development of Hong Kong's capital markets at that era, so to speak.
| was involved in some of the first Real Estate Investment Trusts
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(REITs) in Hong Kong, the first unrated bond, the first perpetual
bond offer, and participated in the listing of the first Mongolian
company in Hong Kong. | also advised on some of the largest IPOs
and most interesting M&A transactions. While that may seem a long
time ago, what has not changed is the constant evolution of the
capital markets. For example, the acceptance of companies with
Weighted-Voting-Rights shareholding structure for listing in Hong
Kong represents a major milestone. The point is Hong Kong needs
to continue to be nimble, alert and creative in attracting new types
of issuers and investors. We cannot rest on our laurels. We also
need to see the big picture and see what is important and focus on
those and not simply follow other markets for the sake of ticking
the boxes.

When founding my venture capital fund, my partners and | decided
to focus on early stage startups in Israel, which is a major hub for
innovation. These are very different types of companies in terms of
industry and maturity compared to the blue chip clients | served as
an investment banker. One really sees the two ends of the spectrum.
But one learns also to be open-minded. Investing in an early stage
startup with a brilliant solution targeting a largely underserved
market is a very exciting thing. But their growing pains are also
tremendous and may pivot once or twice before achieving strong
market traction. The resilience of the founders and a “can-do”
spirit here inspired me a lot. Blue chips companies in Hong Kong
are at a totally different stage. Their strategic and capital needs are
different. | learnt to have empathy and to listen well. | hope these
experiences give me a broad perspective to serve the members
of CHKLC.
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Momentum: Why Israel? That seemed such an
interesting notion.

Catherine Leung: Israel’s innovation comes
from a very special DNA. They are a young
nation surrounded by not the most friendly
neighbours, and don’t have many natural
resources. Self-reliance through innovation
and technology is therefore the only way out
for them. As time evolved, they now have
some of the best technology in cybersecurity,
cloud computing, mobility, fintech, and digital
health. Their target market is a global one. |
can see they are never satisfied with the status
quo, always challenging and disrupting the
prior generation of technology. | love that
spirit and | am learning a lot from it. Disruptions are fast and furious
and Hong Kong as a whole needs to be able to see ahead in order to
outmaneuver the competition. In my humble view, Hong Kong needs
to get the “can-do” spirit back. We used to have it, but it is now a bit
lost. We can have it back and together, we can do it.

The Chamber will continue to be proactive
in advising members of regulatory trends,
potential changes and implications and
act as one unified voice. 9y

Momentum: Are we doing enough to help Hong Kong's youth today?

Catherine Leung: This is an interesting question. There are many
well-meaning people whom | have met who are each doing their bit
for Hong Kong's youth. It is so gratifying to see. | had the honour
of working with Hong Kong University of Science and Technology
(HKUST) and co-founded a programme called HeadStart, targeting
their Year 1 and Year 2 students. We offer internship, fellowship and
mentorship. The transformation in confidence and self-belief of the
students is absolutely amazing after they go through the programme.
They need to be given a challenge in an internship and discover that
they can rise to it. Many corporations who sponsor us want these
students back in the subsequent year.

In the same way, while innovation in technology and platforms are
at an early stage in Hong Kong relative to other places, once we get
a few right, we will begin to build an ecosystem. Entrepreneurs will
learn from each other and the ecosystem will grow and prosper. The
Chamber will hopefully evolve with these changes and continue to be
the representative of voice of the listed ones.
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