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Synopsis 
Regulators in Hong Kong and mainland China are in the final stages of launching a mutual recognition of 
funds program (“Program”), which would allow funds based in Hong Kong to sell interests directly to 
investors in mainland China and vice versa. The Program is expected to have significant implications for 
international fund managers by giving such managers unprecedented and direct access to the significant 
capital pools in China. 

Latest Development 
The Program’s first official announcement was made by Hong Kong’s Securities and Futures Commission 
(“SFC”) at the beginning of 2013.1 The announcement revealed that regulators from Hong Kong and 
mainland China had formed a working group to study and discuss the feasibility of the Program. There 
were no further announcements by either side until recently, when officers from both the SFC and the 
China Security Regulatory Commission (“CSRC”) stated in their speeches at a forum in Hong Kong that 
talks and preparations were close to conclusion and that detailed arrangements of the Program will be 
officially announced once the final details are settled.2 In one recent CSRC press conference on January 3, 
2014, CSRC’s spokesman further confirmed that both sides have reached agreements on the following six 
aspects of the Program: (a) scope of eligible funds, (b) qualification criteria for fund managers, (c) 
application procedures, (d) management of fund investment, (e) information disclosure requirements, and 
(f) investor protection mechanisms.3 We do not have further details about the Program at this time.        

Following the recent introduction of the pilot QDLP4 program in Shanghai, we believe that the Program is 
an important development in China’s capital markets reforms. It is generally expected that the Program 
will allow SFC-licensed fund managers to directly sell their SFC-authorized funds to investors in mainland 
China, provided that such funds are domiciled in Hong Kong5 and fulfill other requirements under the 
Program.  This may mean that international fund managers will soon have direct access to investors in 
China without having to partner with local mainland China fund managers and more importantly, without 
having to share returns or pay commissions or other fees to such local mainland China fund managers.  
This is considered a “game changer” by many market players because under the current regulatory 
regime, international fund managers are not allowed to sell their products directly to investors in mainland 
China and traditionally partnered with qualified mainland China fund managers in accordance with the 
QDII program6 to access mainland investors.  
 
Subject to the final requirements on types of eligible funds and managers, it is also expected that the 
Program will likely give international fund managers greater incentive to establish funds in Hong Kong, 
making the city a real home to funds and managers and enhancing its position as a financial center. In this 
respect, there are concerns that Hong Kong may not be the exclusive jurisdiction for such mutual 
recognition program with mainland China, as what had happened with the RQFII program.7  In fact, there 
is growing speculation that the UK and other markets will quickly enter into similar programs with China, 
along with contrary views that similar programs could not be quickly extended to other jurisdictions in the 
near future for various reasons.8   
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Conclusion 
There are still uncertainties surrounding the Program and the regulators have indicated that they would 
take a “measured, pragmatic and possibly more conservative approach to facilitate a successful roll out”9 
of the Program. As such, we expect any immediate benefit to be limited. However, we still believe that the 
Program will bring significant opportunities for international fund managers to access the capital pools in 
mainland China.  
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1  SFC’s Deputy Chief Executive Officer Alexa Lam’s speech at Hong Kong Securities and Investment Institute on January 23, 2013: 

http://www.sfc.hk/web/EN/files/ER/PDF/Alexa_20130123.pdf.   
2  See http://www.scmp.com/business/banking-finance/article/1372807/hong-kong-and-mainland-regulators-close-launching-bilateral, 

and http://www.sfc.hk/web/files/ER/PDF/Speeches/Alexa_20131204.pdf.  
3  See http://www.csrc.gov.cn/pub/newsite/bgt/xwfbh/201401/t20140103_240948.htm.  
4  QDLP stands for Qualified Domestic Limited Partner, a trial program reported to have been launched in Shanghai in September 2013. 

It is reported that under this program, six hedge funds will be allowed to rise up to $50 million worth of yuan from institutions in 
mainland China for overseas investments. 

5  SFC’s Deputy Chief Executive Officer Alexa Lam’s keynote speech at the 7th Hong Kong Investment Funds Association annual 
conference on December 4, 2013: http://www.sfc.hk/web/files/ER/PDF/Speeches/Alexa_20131204.pdf.  

6  QDII stands for Qualified Domestic Institutional Investor, a program launched in April 2006.  Under the program, mainland China 
investors are allowed to invest in foreign securities markets via certain fund management institutions, securities companies and other 
assets management institutions that are approved by the CSRC. 

7  RQFII stands for Renminbi Qualified Foreign Institutional Investor, a program launched in December 2011 that was initially designed to 
allow offshore Renminbi collected in Hong Kong to be directly invested back in mainland China’s capital market. In July 2013, CSRC 
announced that it will extend the program to Taiwan, London, Singapore and other “unnamed destinations.” 

8  See http://finance.sina.com.cn/money/fund/20131224/020317726499.shtml, where KC Chan, the Secretary for Financial Services and 
the Treasury of Hong Kong commented that he believes the Program is different from RQFII in that it requires in-depth coordination 
and cooperation between regulators from both sides.  Mr. Chan therefore does not expect similar programs could be quickly extended 
to other jurisdictions in the near future.  

9  SFC’s Deputy Chief Executive Officer Alexa Lam’s keynote speech at the 7th Hong Kong Investment Funds Association annual 
conference on December 4, 2013: http://www.sfc.hk/web/files/ER/PDF/Speeches/Alexa_20131204.pdf.  
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