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T
he divergence between Hong 
Kong’s struggling real econo-
my and soaring capital mar-
kets reveals a fundamen-
tal shift in Asia’s financial 

landscape.
While Hong Kong’s retail sales 

plunged 9.7% and property prices 
declined 7.1% in 2024, an extraor-
dinary paradox emerged: the city’s 
stock market delivered an 18% gain 
in 2024 and has grown by a further 
26.6% year-to-date in 2025. With 
HK$107.1 billion ($17.7 billion) 
raised in just the first half of 2025 
— a sevenfold surge that left glob-
al competitors trailing far behind, 
Hong Kong has cemented its posi-
tion as the world’s top IPO destina-
tion this year.

This disconnect between econom-
ic fundamentals and capital market 
performance reveals a fundamental 
change. Hong Kong has evolved from 
a regional financial centre serving 
diverse Asian economies into Chi-
na’s primary international capital 
gateway, fundamentally reshaping 
Asia’s financial landscape and leav-
ing regional competitors scrambling 
to find their niche.

Economy versus markets
Hong Kong’s economic indicators 
paint a picture of persistent malaise. 
GDP growth remains weak at 2.5% 
for 2024, with forecasts suggesting 
only modest improvement to 2.3%-
2.5% in 2025. Retail consumption, 
historically the backbone of Hong 
Kong’s service economy, contracted 
sharply, with December 2024 retail 
sales at just 73.1% of pre-pandem-
ic levels. The property sector, long 
considered the economy’s corner-
stone, saw prices fall to 2012 levels 
in inflation-adjusted terms.

Yet amid this economic decline, 
Hong Kong’s capital markets expe-
rienced a dramatic turnaround. The 
Hang Seng Index surged 26.6% year-
to-date through September 2025 and 
ranks among the world’s best-per-
forming major indices. Daily trading 
volumes surged 118% to HK$240.2 
billion, while ETF turnover jumped 
184% to HK$33.8 billion. Hong Kong  
Exchanges and Clearing posted re-
cord profits of HK$8.52 billion in 
the first half of 2025, representing 
39% growth year-on-year.

The driver behind this ex-
traordinary disconnect is Bei-
j ing’s strategic recalibration. 
Rather than allow market forces 

to determine Hong Kong’s role,  
Chinese authorities have explicit-
ly designated the city as the pri-
mary offshore fundraising hub 
for “China Inc”, a structural pol-
icy pivot that transforms Hong 
Kong from a diversified regional  
centre into China’s dedicated inter-
national capital gateway.

Policy-driven market dominance
The transformation stems from five 
interconnected policy decisions that 
collectively redirect China’s capital 
flows through Hong Kong.
1.	First, Beijing curtailed US-bound 

IPO approvals while streamlining 
Hong Kong listings. Chinese reg-
ulators now process A+H dual 
listings in just 30 business days 
for qualified applicants, compared 
to lengthy and uncertain US ap-
proval processes. The result: 47 
new A+H listing applications in 
the first half of 2025 versus just 
five in all of 2024.

2.	 Second, capital flow restrictions 
were systematically relaxed. The 
China Securities Regulatory Com-
mission (CSRC) increased the Mu-
tual Recognition of Funds sales 
cap from 50% to 80%, enabling 
60% more mainland investment 
into Hong Kong funds. Wealth 
Management Connect 2.0 facili-
tated RMB 16 billion ($2.8 billion) 
in mainland investment flows by 
June 2025, nearly tripling previ-
ous volumes.

3.	Third, Beijing positioned Hong 
Kong as the preferred venue for 
strategic sector listings. Compa-
nies in artificial intelligence, new 
energy, semiconductors, health-
care, and advanced manufactur-
ing sectors, which are central to 
China’s economic strategy, are ac-
tively encouraged to seek Hong 
Kong listings. These sectors rep-
resented a significant portion of 
1H2025 IPO proceeds.

4.	Fourth, geopolitical pressure pro-
vided additional momentum. Es-
calating US-China tensions and 
tightening US regulations on Chi-
nese firms made Hong Kong’s au-
tonomy and international status 
crucial for capital access. “Home-
coming” listings by major Chinese 
companies previously listed in 
the US, including technology gi-

ants such as Alibaba, JD.com and 
Baidu, have reinforced this trend.

5.	Fifth, mainland investor partici-
pation surged through the Stock 
Connect mechanisms. Mainland 
investors now contribute 50% of 
Hong Kong’s daily stock turnover, 
up from 30% at the beginning of 
2024. Southbound trading vol-
umes nearly doubled, reaching 
HK$112 billion in average dai-
ly turnover.

Behind the renaissance
The statistics underlying Hong Kong’s 
capital market dominance are stag-
gering. IPO fundraising of HK$107.1 
billion in the first half of 2025 ex-
ceeded most exchanges’ full-year 
totals, positioning Hong Kong as 
the global leader in new listing pro-
ceeds. Over 200 companies are in 
the active IPO pipeline, including a 
record 210 Main Board applications, 
more than doubled from 86 appli-
cants at end-2024.

Trading activity reached unprec-
edented levels. The exchange’s av-
erage daily turnover of HK$240.2 
billion covered half of Hong Kong 
Exchanges and Clearing’s (HKEX) 
top 10 trading days in previous years. 
Leveraged and inverse products 
saw 75% growth in daily turnover 
to HK$4.2 billion, while securities 
surged 78% to HK$9.6 billion daily.

Most significantly, mainland com-
panies now dominate Hong Kong’s 
market composition. Chinese enter-
prises represent 1,478 of 2,631 total 
listings (56% by count) but com-
mand nearly 80% of market capi-
talisation due to their substantially 
larger scale. This concentration has 
fundamentally altered Hong Kong’s 
risk-return profile, making it essen-
tially a leveraged play on China’s 
economic performance rather than 
a diversified regional market.

Regional implications
The scale differential between Hong 
Kong and Southeast Asian exchang-
es has become virtually unbridgea-
ble. Hong Kong’s market capitalisa-
tion of HK$42.7 trillion in 1H2025 
exceeds the combined capitalisa-
tion of all Asean exchanges by ap-
proximately twofold. Daily trading 
volumes reveal an even starker dis-
parity: Hong Kong’s HK$240.2 bil-

lion dwarfs Singapore’s $1.2 billion 
(equivalent to HK$7 billion) by a 
factor of 34 times.

The IPO comparison is particu-
larly revealing. Hong Kong’s first-
half 2025 fundraising of HK$107.1 
billion compares to Southeast Asia’s 
entire regional total of just $1.89 bil-
lion (approximately HK$10.9 billion) 
for the same period — a differen-
tial of nearly 10:1. In contrast, Sin-
gapore saw only five new listings 
as at July 2025 against Hong Kong’s 
42 in 1H2025.

This disparity reflects fundamen-
tal structural advantages rather than 
cyclical factors. Hong Kong benefits 
from Beijing’s explicit policy sup-
port, while Asean markets depend 
on organic regional growth and vol-
untary cooperation initiatives that 
have historically proven difficult to 
implement. The Asean Trading Link, 
launched in 2012, connected only 
three markets despite 10 years of ef-
fort and was eventually decommis-
sioned in 2017 due to limited adop-
tion and political barriers.

Current Asean initiatives show 
modest promise. The Depository Re-
ceipts Programme launched in No-
vember 2024 has enabled cross-list-
ings between Singapore and Thailand, 
while the Asean-Interconnected 
Sustainability Ecosystem promotes 
common ESG (environmental, social 
and governance) standards. Howev-
er, these building-block approach-
es lack the comprehensive, govern-
ment-backed coordination that drives 
Hong Kong’s dominance.

Strategic implications for Asian 
markets
Hong Kong’s transformation carries 
direct implications for the regional 
financial landscape. The city’s evolu-
tion into China’s dedicated interna-
tional capital gateway means other 
Asian financial centres must either 
find differentiated niches or accept 
secondary roles.

Singapore faces the most direct 
competitive pressure. While main-
taining advantages in wealth man-
agement, Asean market access, and 
regulatory innovation, Singapore can-
not replicate Hong Kong’s exclusive 
access to Chinese growth capital. 

The MAS EQDP fund of $5 billion, 
even with 1:1 co-investment ratios, 
represents only 1.1% of the Singa-
pore Exchange’s (SGX) total mar-
ket capitalisation — insufficient to 
move markets meaningfully.

Malaysia, Thailand and Indone-
sia compete primarily on domestic 
economic fundamentals rather than 
regional financial hub aspirations. 
Malaysia’s Bursa recorded 48% more 
listings and 109% higher IPO pro-
ceeds in the first half of 2025, while 
Indonesia nearly doubled IPO pro-
ceeds despite election uncertainty. 
However, their combined market in-
fluence remains marginal compared 
to Hong Kong’s gravitational pull.

Vietnam presents a unique case. 
With US$150 billion ($193 billion) 
market capitalisation and 9.2% gains 
in August 2025, it offers compelling 
growth opportunities for investors 
seeking exposure to frontier manu-
facturing and young demographics. 
Yet, Vietnam’s capital market infra-
structure remains underdeveloped 
relative to its economic potential.

Board director and corporate 
implications
For board directors and senior execu-
tives across Asia, Hong Kong’s domi-
nance creates both opportunities and 
strategic imperatives.
•	 Capital access strategy: Compa-

nies seeking substantial growth 
capital will default to Hong Kong 
listings, particularly for technol-
ogy, biotech, healthcare and in-
dustrial sectors favoured by Chi-
nese policy. The A+H dual listing 
structure provides optimal access 
to both domestic and internation-
al investor bases, with regulatory 
approval timelines now competi-
tive with other major exchanges. 
Already, Singapore biotech start-
ups such as Mirxes prefer to list 
in Hong Kong than suffer a valu-
ation discount on the SGX.

•	 Investor base considerations: Hong 
Kong-listed companies should pre-
pare for increasingly mainland-dom-
inated shareholding structures. 
With mainland investors com-
prising 50% of daily turnover, un-
derstanding Chinese institutional 
investment patterns, regulatory 
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Chart 1: YTD, the HSI is the best performing stock 
market globally (+1.31 times), followed by STI (+1.19 
times), and S&P500 (+1.15 times)

Chart 2: HKSE market capitalisation by HK and Mainland 
China companies (1993-2025, HK$ billion)
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constraints, and market sentiment 
becomes crucial for effective inves-
tor relations.

•	 Compliance and governance: Du-
al-listed companies must navigate 
both mainland Chinese and inter-
national regulatory frameworks. 
Board composition, independent 
director requirements and disclo-
sure standards require careful co-
ordination across jurisdictions. 

Companies should invest in com-
pliance capabilities spanning both 
regulatory regimes.

•	 Risk management: The concentra-
tion of Hong Kong markets in main-
land Chinese companies creates 
systematic risk exposures. Boards 
should evaluate how US-China 
trade tensions, Chinese regulatory 
changes and mainland economic 
cycles affect their listing jurisdiction 

choice and operational strategies.
•	 Strategic alternatives: Compa-

nies unable or unwilling to access 
Hong Kong should develop clear 
differentiation strategies. Singa-
pore remains attractive for stable 
and high dividend yield, includ-
ing REITS, for investors. However, 
companies seeking growth capital 
will invariably look to either Hong 
Kong or the US to maximise valu-
ations and listing options.

The sustainability question
The durability of Hong Kong’s cap-
ital market renaissance depends on 
three critical factors.

First, continued Chinese govern-
ment support for the city’s role as an 
international fundraising hub. Any 
policy reversal toward Shanghai or 
other mainland centres could rapid-
ly deflate Hong Kong’s comparative 
advantages.

Second, the maintenance of Hong 
Kong’s international legal and regula-
tory framework. The “One Country, 
Two Systems” principle underpins in-
ternational investor confidence. Ero-
sion of legal autonomy or regulatory 
independence could trigger capital 
flight despite strong fundamentals.

Third, the evolution of US-Chi-
na relations. While current geopo-
litical tensions benefit Hong Kong 
by redirecting Chinese listings from 
US exchanges, extreme escalation 
could threaten Hong Kong’s inter-
national connectivity and access to 
global capital.

Asia’s new financial reality
Hong Kong’s renaissance represents 
more than a cyclical recovery; it marks 
the emergence of a new Asian finan-
cial architecture where policy coor-
dination trumps market forces in de-
termining capital allocation.

Beijing’s strategic designation of 
Hong Kong as China’s international 
capital gateway has created compet-
itive advantages that regional rivals 
cannot match through organic devel-
opment or even policy actions alone.

For Asian businesses and inves-
tors, this transformation demands 
strategic recalibration. Hong Kong’s 
role as Asia’s primary capital-raising 
venue appears structurally embed-
ded, supported by policy coordina-
tion, regulatory efficiency, and un-
matched access to Chinese growth 
capital. Regional financial centres 
must either accept specialised roles 

within this hierarchy or risk contin-
ued marginalisation.

The paradox of Hong Kong’s strug-
gling real economy alongside soaring 
capital markets ultimately reflects a 
broader shift in global finance, from 
market-driven to policy-directed cap-
ital allocation.

In this new paradigm, Hong Kong’s 
unique position as China’s chosen 
international financial gateway pro-
vides sustainable competitive advan-
tages that transcend traditional eco-
nomic metrics.

Asia’s financial future increas-
ingly runs through Hong Kong, not 
around it. For businesses, investors, 
and policymakers across the region, 
understanding and adapting to this 
reality has become essential for stra-
tegic success in the world’s most dy-
namic economic zone. E
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Chart 3: HKSE’s market capitalisation is 2 times larger 
than the combined market capitalisation of all Asean 
stock exchanges (July 2025)


