
HOME THE REASON I LIVE IN

Home / HK Eye / OPINION

Opinion | The Challenges and Opportunities for Hong Kong's Asset Management Industry Amidst Narrowing
Interest Rate Differentials
BY Stella | 2025�01�03 15�09�47 SHARE     

In recent years, with the opening of the capital markets in mainland China and the advancement of connectivity mechanisms such as the Shanghai-
Hong Kong Stock Connect and the Shenzhen-Hong Kong Stock Connect, Hong Kong's asset management industry has attracted a significant influx of

mainland capital, establishing itself as a crucial bridge for the global allocation of these funds. As the saying goes, " The world bustles about, all for
profit." According to statistics from the Securities and Futures Commission and industry reports, a substantial portion of the capital flowing southward,

particularly that under the "Wealth Management Connect," is predominantly allocated to risk-free money market funds or directly invested in deposits.
However, as the Federal Reserve approaches the end of its interest rate hike cycle and with limited room for interest rate reductions in mainland China,

the interest rate differentials between domestic and foreign markets are gradually narrowing, even tending towards equilibrium. This trend has
diminished Hong Kong's natural appeal to some investors.

The performance of the Hong Kong market itself also poses challenges for the asset management industry. In recent years, the Hong Kong stock

market has exhibited relatively weak performance. This lacklustre market condition may further diminish the willingness of mainland investors to
engage with Hong Kong through connectivity mechanisms. Additionally, with the rapid development of financial technology, the Hong Kong asset

management sector faces intense competition in attracting and nurturing fintech talent. Maintaining a leading edge in technological innovation and
talent development is another critical issue that the Hong Kong asset management industry must address.

In the face of these challenges, the asset management industry in Hong Kong must implement a series of measures to navigate difficulties and seize

opportunities. Firstly, asset management firms should focus on developing high-value-added products that meet the needs of mainland investors,
such as ESG investments, alternative investments, and cross-border funds. Additionally, they should enhance the attractiveness of capital through

innovative financial instruments, such as structured products and cross-border ETFs.

Optimizing the market environment is also a crucial strategy for enhancing the competitiveness of Hong Kong's asset management industry. The Hong
Kong government and regulatory bodies should continue to refine the market environment, improve the quality of listed companies, and bolster market

transparency and investor confidence. Furthermore, attracting more mainland and international capital into Hong Kong can be achieved through policy
support and tax incentives. Simultaneously, the asset management industry in Hong Kong needs to increase its investment in financial technology,

leveraging artificial intelligence and big data to optimize investment decisions and customer service, thereby enhancing the overall competitiveness of
the industry.

In terms of high-net-worth clients and family office businesses, Hong Kong should continue to promote the development of related industries and

provide customized cross-border wealth management services for high-net-worth clients. This approach not only has the potential to attract long-
term capital inflows but also offers a stable source of income for the asset management industry. By strengthening its positioning in the high-net-

worth client sector, Hong Kong's asset management industry can further solidify its leading status in Asia and even globally.
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Overall, the narrowing of interest rate differentials between domestic and foreign markets does pose certain challenges to the attractiveness of Hong

Kong's asset management industry. However, the position and advantages of Hong Kong as an international financial centre remain irreplaceable. With
the support of interconnectivity mechanisms, and through product innovation, market optimization, and technological upgrades, Hong Kong's asset

management industry is fully capable of continuing to attract and retain capital. Moving forward, seizing the trend of mainland capital's global
allocation will be crucial for the development of Hong Kong's asset management industry.

By Jayden HAN
The author is an officer of the Hong Kong Securities and Futures Professionals Association.
The views do not necessarily reflect those of Orange News.
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