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after a mild outflow in the third quarter of 2022. This is an important gauge of investor 
sentiment. Thirdly, based on the HKIFA’s data, retail fund sales to Hong Kong investors have 
put an end to five quarters of net redemption to return to positive territory.  

It was as if the Reset button was pressed for Hong Kong at the beginning of 2023 when the 
city’s last COVID restrictions were shed and the Mainland reopened its borders. Money 
market funds, short duration bonds, balanced funds and mandates from insurance 
companies all saw strong inflows, especially for those financial institutions with large retail 
networks.  

But the investing terrain is still rough. Performance varies because it depends on the 
resilience of one’s business strategies and portfolios against rate hikes and other headwinds. 
Asset managers have to navigate a real economy where high rates constrain credit 
expansion. The landscape only gets more complicated with US debt ceiling and regional 
bank concerns and tensions between the largest economies. However, we must not lose 
sight of the many opportunities driving innovation and sustainable investments. These 
include digitalisation, Web3 and generative AI, in addition to China’s reopening.  

Back when the cost of money was zero or near zero, a rising tide lifted all boats without 
calling for an active strategy, and you score regardless. When you are up against strong 
headwinds, as you were last year, playing defence is the only strategy. So far this year, the 
market is still fraught with uncertainty but it is showing good value at the same time. So there 
is a clear need to Refocus strategies to balance defence and offence. Moreover, with US 
Fed funds rate hovering above 5%
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corporate form and offers profits tax exemption. OFCs can enjoy simpler set-up procedures 
and lower administrative costs.   

Then, in 2021, the HKSAR Government launched the OFC grant scheme and the re-
domiciliation regime for overseas corporate funds. Since then, interest in the OFC fund 
structure has surged. As of the end of March, both the number of OFCs in Hong Kong and 
the number of funds set up under this structure more than doubled from a year ago and we 
have processed four applications of private OFCs’ re-domiciliation.  

We expect this impetus to continue. For one thing, OFCs are covered by various Mainland-
Hong Kong Connect schemes. We are now working with the Government to optimise the 
OFC regime in several areas, including winding-up procedures and anti-money laundering.  

OHe O�t�de�trast r





 

54/F, One Island East, 18 Westlands Road, Quarry Bay, Hong Kong 

香 港鰂魚 涌華蘭路 1 8 號港 島東中 心 54 樓  

+852 2231 1222 www.sfc.hk Page 5 of 6 

4. Technology and services  

Now, let me move from products to technology and services. When preparing for this speech, 
I’ve asked a generative AI chatbot what asset management strategy would work under high 
interest rates. In just seconds, the chatbot suggests short-term bonds, dividend-paying stocks, 
value stocks, cash and cash equivalents and diversification. The response is classic but 
unremarkable. Also, because the bot isn’t licensed with the SFC, it tells me to consult an 
investment adviser.  

As the AI competition heats up, technologists compare generative AI to the discovery of chips. 
That is to say, we are on the cusp of another revolution that will change the way we live, work 
and play. Some worry it may replace content-creating jobs; if uncontrolled, it may even threaten 
humanity, as it already spreads fake news and images.  

On one level, AI and machine learning are nothing new in the financial services space. Asset 
managers have used AI to construct portfolios, generate big data analytics, perform risk 
management, and increasingly, communicate with clients. As an information aggregator, AI can 
outperform any human brain but its output merely averages past experience and deals with 
“known unknowns”. Clearly, this makes the human brain more valuable when it comes to 
strategic decision making and dealing with the “unknown unknowns”.  

Every one of us must learn how to work and live with AI. Early signs of AI playing a role in 
productivity gains abound. Over time, these may translate into growth of AUM and other 
business metrics. AI is fast gaining traction and will soon proliferate around us as it wins over 
skeptics by streamlining the routine work of financial advisory, portfolio construction and big 
data processing. It will free up time and capacity for asset managers to better strategise and 
perform.  

More generally, technology and digital tools must be leveraged further to improve the clearing 
and settlement processes for funds as well as investor experience. In this area, the SFC 
embraces technology and is open to the idea of fund tokenisation going forward.  

I believe generative AI can be used responsibly to augment, rather than replace, asset 
managers in strategic decision making. As a regulator, the SFC is guided by our philosophy 
to promote the responsible deployment of technology as long as it enhances market efficacy 
and transparency, cost savings and investor experience. However, at this stage, firms must 
take its output with a grain of salt, stay alert to AI-related risks and make sure clients are 
treated fairly. We expect licensed corporations to thoroughly test AI to address any potential 
issues before deployment, and keep a close watch on the quality of data used by the AI. 
Firms should also have qualified staff managing their AI tools, as well as proper senior 
management oversight and a robust governance framework for AI applications. For any 
conduct breaches, the SFC would look to hold the licensed firm responsible—not the AI.  
 
Closing 

In closing, I’d like to circle back to what I said earlier about the need to balance defence with 
offence. So far in 2023, we see signs of improvements. I have shared the SFC’s four-
pronged game plan to pursue a fund onshoring strategy, build Hong Kong as the premier 
gateway to Mainland China, diversify investment product offerings and embrace technology 
to enhance financial services and returns. I trust you have made your own game plan, so 
please keep your eye on the ball, and seize your chances to score when they arise. 

Ladies and gentlemen, we have reflected, reset and refocused our strategy. I wish I could 
say you can relax in anticipation of a rebound in revenue. But unfortunately, the road to 




