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The driving factors, development status and prospects of
Hong Kong as an International Wealth Management Center

Senior Economist, Zhang Wenwen
Chief Economist, Dr. E Zhihuan

The rapid growth of demand for investment and financial management
services in Hong Kong by mainland Chinese residents has further promoted
the development of Hong Kong’s wealth management industry and provided
new support for the development of Hong Kong as an international financial
center. This paper analyzes the major development status of Hong Kong’s
asset and wealth management in the Asia-Pacific region by studying the three
driving factors of the Hong Kong International Wealth Management Center,
namely Cross-boundary Wealth Management Connect Scheme, family office
and limited partnership fund, and further analyzes four prospects for the future
development of the Hong Kong International Wealth Management Center. It
is suggested that Hong Kong International Wealth Management Center should
grasp the opportunities of the mainland, adapt to the digital transformation, pay
attention to investment diversification and offshore ecological construction.

I. Driving factors for the development of Hong Kong
International Wealth Management Center

The rapid growth of the demand for investment and financial
management services in Hong Kong by Chinese mainland residents is a great
opportunity for Hong Kong as an international financial center. The financial
co-operation between the Mainland and Hong Kong will push Hong Kong’s
asset and wealth management industry into a new stage of development. As
the second largest economy, China has maintained steady economic growth.
As the affluent class in mainland China continues to expand, not only rich
class, but also middle class has an increasing demand for financial services,
hoping to achieve diversified asset allocation. The development of the Hong
Kong International Wealth Management Center leads the new wave of cross-
border investment.

From a policy perspective, there are three key factors driving this wave.
Firstly, Cross-boundary Wealth Management Connect Scheme. As the entry
threshold for southbound investors is much lower than that of traditional
private banking services, the Cross-boundary Wealth Management Connect
Scheme will expand the base of mainland customers from the current rich
class to middle class, bringing more business opportunities to the asset
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management industry in Hong Kong. Secondly, the family office industry has great potential. The Hong Kong
SAR Government recently issued the Policy Declaration on the Development of Family Office Business in
Hong Kong with an objective to enhance Hong Kong’s international competitiveness in related fields. Hong
Kong has launched eight initiatives related to capital and talent, and invested more than $100 million to
establish the Hong Kong Family Office International Hub and launch the Capital Investor Entry Scheme to
attract global family offices to move their wealth to Hong Kong. Hong Kong has the geographical advantage
of being close to the Mainland, which is a vast market with great growth potential; Moreover, as Hong Kong is
a center for IPO financing, when these potential rich companies are listed, their wealth will also rise, naturally
increasing the demand for related services. In order to accelerate the development of an offshore private wealth
management center, Hong Kong has put forward many policy measures, which are very supportive. Thirdly,
in order to continue to attract domestic offices to set up in Hong Kong, the Hong Kong Limited Partnership
Fund System (LPF) has developed rapidly since its official launch in August 2020, with more than 600 LPF
registered in Hong Kong by the end of 2022.

From the market side, mainland China has become one of the main sources and investment destinations of
wealth management in Hong Kong. Domestic and foreign funds can be invested and managed in domestic and
overseas assets through a variety of channels, which will help Hong Kong enhance its status as an international
financial, shipping and trading center, and strengthen Hong Kong’s position as a global offshore RMB hub, an
international asset management center and a risk management center.

II. Development status of Hong Kong International Wealth Management Center

In the past few decades, strong economic growth of Asia, driven by China, has attracted wide attention
from the global capital market, which has also prompted the development of wealth management centers
such as Hong Kong and Singapore. As a global financial center, Hong Kong’s asset and wealth management
industry has achieved remarkable development thanks to its deep connectivity with the mainland economy.
Driven by China’s economic development, the development of Hong Kong’s wealth management industry
has its own unique advantages, both in terms of client asset scale and service quality, as well as global
competitiveness, and is in a leading position in the field of wealth management.

Hong Kong leads in asset and wealth management in the Asia Pacific region. According to the SFC’s
annual report Survey on Asset and Wealth Management Activities, the number of high net worth individuals,
or billionaires, in Hong Kong ranked second in the world in 2019, after New York. As of 2022, Hong Kong
had HK $30.5 trillion (about US $3.9 trillion) in assets under management and had net inflows of HK $88
billion (about US $11 billion). At the end of June 2023, the assets under management of funds incorporated
in Hong Kong reached HK $1.3 trillion (approximately US $171 billion). The three quarters from the fourth
quarter of 2022 to the first half of 2023 saw a total net inflow of HK $69 billion (approximately US $8.9
billion), an increase of more than 300% from the net inflow of HK $17 billion (approximately US $2.2 billion)
in the first three quarters of 2022. Over the long term, assets under management in the asset and wealth
management in Hong Kong have been growing steadily, registering a 143% growth over the past decade. In
Hong Kong wealth management, the proportion of Chinese management and fund advisory business is large,
while the proportion of assets held in trust is relatively small. From the source of investors, non-local investors
brought the main net inflow of funds, accounting for more than 60%, of which European, American and
mainland Chinese investors accounted for a relatively large proportion. In the 2021 ranking of global Asset
management Centers, Hong Kong ranked fourth.

The Hong Kong Financial Services Development Council released a research report “Consolidating Hong
Kong’s position as Asia’s Premier Private wealth management hub”, predicting that by the end of 2023, Hong
Kong’s assets under management is expected to surpass Switzerland and become the world’s largest cross-
border wealth management center. This will be an important breakthrough for Hong Kong in the global wealth



management industry. At the same time, the report further pointed out that in the five-year period from 2020
to 2025, the compound annual growth rate of Hong Kong’s wealth management business is expected to reach
9%, showing strong growth momentum and great potential of Hong Kong’s wealth management market.

In the future, with the continuous development of the regional economy and the emergence of more rich
people, the wealth management business in Hong Kong will face greater space for development. Especially
with the growth of the wealth class in Mainland China, Hong Kong, as an important wealth management
center, will continue to play its unique role in leading and driving further development of the wealth
management industry.

II1. Fours areas of Hong Kong International Wealth Management Center
(1) Private equity

The SAR Government has introduced a series of policies to facilitate Hong Kong’s development as an
international asset and wealth management center. Hong Kong’s Limited Partnership Fund (LPF) regime has
developed rapidly since its official launch in 2020. According to the latest statistics of the Hong Kong Limited
Partnership Fund Association, there have been about 600 LPF registered in Hong Kong since its inception to
2022, and the LPF system allows investment transactions such as private equity and venture capital to enjoy
tax advantages. In addition, in 2022, the Hong Kong wealth management market and the mainland financial
market continued to integrate, and the relevant regulatory agencies of the two places carried out all-round
cooperation. In September 2022, the Government of the Hong Kong Special Administrative Region and the
Qianhai Administration of Shenzhen jointly issued the “18 Measures on Supporting the Joint Development
of Shenzhen-Hong Kong Venture Capital in Qianhai” (“ 18 Measures” )which aimed to expand the scope of
investment, simplify the application process, and enhance the flexibility of cross-border regulation funds to
promote the connection of Hong Kong LPF and Qianhai Foreign Investment Equity Investment Management
Enterprise (QFLP) pilot mechanism, and promote the joint development of the private equity investment
market between Shenzhen and Hong Kong.

(2) Private banks

Private banks in Hong Kong have benefited | from mainland investment. Between 2017 and 2021, the size
of the business grew from about $1 trillion to about $1.35 trillion. Among all types of investment products,
listed stocks accounted for the largest share in 2021, with more than 45% of assets under management. Other
investment assets included private equity funds, public funds, bonds, cash and deposits.

(3) Trust financing

Hong Kong has a well-developed trust finance market and is an attractive trust center. By the end of
2021, the trust assets held in the Hong Kong market exceeded US $600 billion, an increase of about 5.3%
over 2020, and the assets of mainland China and Hong Kong accounted for more than half of the total. Hong
Kong can continue to be a dynamic trust center because investors are more enthusiastic than ever about asset
preservation and family inheritance, and the demand for the trust industry is increasing year by year, which
promotes the growth of trust assets under management.

(4) Fund consultant

Hong Kong’s fund advisory business is also on the rise. In 2021, the business scale will exceed US $3
trillion, with a year-on-year growth rate of 7%. In addition, from the product type of asset management and fund
advisory business in Hong Kong, public funds accounted for more than 35%, followed by 31% of managed
accounts and 17% of private funds. The private equity business grew the fastest, growing 17% year on year.



IV. Development prospects of Hong Kong International Wealth Management Center

The prospect of building an international wealth management center in Hong Kong is broad and will
lead a new trend of cross-border investment. First, the Chinese economy is promising for a long time, and a
great number of entrepreneurs and middle class have emerged. In the past 17 years, the total financial wealth
of individuals in mainland China has increased nearly nine-fold (in dollar terms), accounting for nearly half
of the total wealth pool in Asia. At the same time, a large new middle-income group has emerged, creating a
growing demand for wealth management. Second, the growing middle and upper classes need investment and
have a need for wealth management. HSBC estimates that by 2025, the mainland’s middle class is expected to
reach 500 million. Third, because the mainland has not fully liberalized the capital account, it is objectively an
opportunity for Hong Kong to attract funds, and Hong Kong, as a super connector, has an important role of the
dual circulation.

(a) The wealth management industry in Hong Kong needs to seize the development opportunities in
the Mainland

With the further expansion of the financial connectivity mechanism between Hong Kong and the
Mainland, the scope of cross-border financial participation will continue to expand, and more residents and
enterprises in the Greater Bay Area will participate. As an international financial center, Hong Kong will
attract more highly wealthy individuals in the Greater Bay Area to allocate global assets and attract capital,
while seizing the development dividends of the mainland and discovering opportunities such as private
equity or venture capital. The proportion of mainland assets in Hong Kong’s wealth management market will
continue to grow.

(b) Hong Kong’s wealth management industry will continue its digital transformation

With the expansion of customer demand for fintech-related services, Hong Kong’s financial industry will
further develop fintech and consolidate advantages such as blockchain and virtual banking. Hong Kong’s
sound financial system and legal environment also provide a foundation for the development of fintech.

(c) Investment in Hong Kong’s wealth management market will become more diversified and focus
on alternative investments

Hong Kong should seize the advantages of the active alternative investment market to provide global
investors with more asset allocation options and reduce risks. Hong Kong is attracting a growing number
of international investors as global investors seek to allocate more capital to alternative asset classes such
as private equity, hedge funds, real estate, private credit, commodities, art, infrastructure and digital assets
in order to diversify their investments and improve returns. Hong Kong is the leading art trading center and
the most active green finance trading market in Asia Pacific, which will be an opportunity for Hong Kong to
attract global capital.

(d) Hong Kong’s wealth management industry can make good use of the opportunities brought
about by the development of offshore RMB centers

To build a wealth management center, Hong Kong needs to continue to build an “offshore ecosystem”
of RMB, provide more investment channels and financial instruments denominated in RMB, promote the
development of RMB products in the offshore market, and develop offshore RMB products to become a new
engine for the development of the wealth management industry.
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