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Foreign Financial Institutions in Hong Kong and Shanghai
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Abstract

The Chinese Government announced in April 2009 that Shanghai
would develop as an international financial centre by 2020 in

commensurable to Mainland’s economic strength and the international



position of RMB. As an international financial centre, two major
indicators would be what kind of business activities that foreign
financial institutions are allowed to engage in and what are their market

shares in these activities.

In Hong Kong, there have been no restrictions against the operation
of foreign financial institutions. In fact, they dominate every major
activity and have market shares over 70%. As for Shanghai, though the
market has been gradually liberalized, foreign financial institutions are
still operating within a very restricted environment. Their market

shares are less than 10%.

Regarding the strategy for Shanghai to develop as an international
financial centre, Hong Kong financial sector’s market structure may not
be the appropriate model for Shanghai. Instead, Tokyo’s structure
seems to be a more suitable model. Shanghai should maintain the market
share of foreign financial institutions within 20 to 30% and also enhance
the development of domestic institutions. Shanghai should promote
international transactions of RMB and US$ within and outside Mainland.
However, safeguarding the financial security of the Nation should be the
primary objective of Shanghai’s development as an international

financial centre.
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