Chairperson’s Message & 2=

Dear Members

The consequences of the collapse of Silicon
Valley Bank (SVB) and the downfall of Credit
Suisse are still unfolding and the aftermath is
yet to be seen. The loss of market confidence
and uncertainty in monetary policy of the Fed

will likely cause a slow-down of investment

and business activities as the market adopts
a wait-and-see attitude. It is anticipated that
the SVB episode will make funding for startups harder to come by. As
a response to Credit Suisse’s incident, European central banks might
also introduce a new round of banking regulations that would further
tighten liquidity. These do not bode well for growth. Confidence
crises led by fragility in certain institutions in the system in a rapidly
rising interest rate environment could mean there may be more
black swans to come. It is not inconceivable that there will be more
negative surprises. How far Hong Kong will be impacted is too early
to tell, but we should all be prepared for some market fluctuations

and credit crunches, to say the least.

But all is not lost. Right here at home in Hong Kong, we are about
to embrace a whole new listing regime of Specialist Technology
companies. The HKEX has recently announced conclusion to its
consultation on this matter. As expected, it reduced the required
market capitalisation for commercial companies to HK$6 billion
and that for non-commercial companies to HK$10 billion. Although
this acknowledged market feedback, the $6 billion threshold is not
low and, in our view, could be further reduced. Nonetheless, we
are pleased to see the promulgation of Chapter 18C and we hope
to welcome the first 18C listing before too long. As the proposer
of “Nasdaq of China” and a leading advocate for tech listings, the
Chamber is delighted to witness the dawning of a new chapter of
our Hong Kong securities market. We are pleased to have stepped
up on this important market development initiative, which not only
enhances Hong Kong's own market positioning but also allows our
city to serve the national goal of becoming self-sufficient in the

critical technology sector.

But facilitating listing is just the beginning of the story. There needs
to be adequate market liquidity to support trading and secondary
market fund raising. Given the continuing geopolitical tensions, US
and European capital participation in the IPOs of mainland stocks
in Hong Kong is likely to remain lacklustre. There is a pressing
need to explore new sources of capital to fill the gap. | therefore

applaud the Government’s outreach to Middle Eastern countries to
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strengthen the business and investment ties with them. This could
provide Hong Kong with fresh liquidity. On this front, to bring about
mutual benefits, the Chamber is in the planning stages to promote
stronger ties between Hong Kong listed companies and Middle East

counterparts. More on that later.

Financial Secretary Paul Chan and Secretary for Financial Services
and the Treasury Christopher Hui have on various occasions
remarked that GEM is bound for an overhaul. We could not agree
more. GEM is dysfunctional and leaves a big funding gap in our
stock market for SMEs. That needs to be plugged so that the largest
cluster of companies of our economy can access the growth capital
that they need. Apart from targeting Hong Kong SMEs, GEM should
set its sights on companies in the Greater Bay Area (GBA) of which
Hong Kong is an integral part.

That will play to our absolute advantage of being the designated
international financial market of GBA. We understand HKEX will
consult the market on GEM reform in due course. We look forward
to working closely with the HKEX on creating an optimal listing and

regulatory regime for SMEs in Hong Kong and beyond.

If you have any views and thoughts on the above matters, please feel

free to let me know.

Yours sincerely

Catherine Leung
Chairperson
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