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1. The Securities and Futures Commission (SFC) conducted a fact-finding survey on 
the sale of non-exchange traded investment products to individual investors by 
licensed corporations. The survey covered the sale of investment products from 1 
April 2017 to 31 March 2018 (the reporting period). This survey was last conducted 
in 2016. 

2EMHFWLYHV�

2. The survey was designed to collect information relating to the types and value of 
investment products sold. Whilst the information gathered may assist the SFC in 
supervising licensed corporations, it is also useful to market participants. 

6FRSH�

3. The survey focused on the sale and distribution of investment products to individual 
investors (including investment vehicles of such individuals), who had opened 
accounts with licensed corporations or their overseas affiliates; and to whom 
investment products had been sold or distributed by licensed representatives in 
Hong Kong. Sales to corporate professionals such as banks or under omnibus/ 
nominee arrangements were not included in the survey. 

4. The investment products covered in the survey included structured investment 
products, government and corporate bonds, swaps and repos, collective investment 
schemes and hedge funds. Among those excluded from the survey were leveraged 
foreign exchange products, insurance products, mandatory provident funds, pooled 
retirement funds, paper gold schemes, listed securities, exchange-traded funds and 
exchange-traded derivatives. 
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6. The number of firms which engaged in the sale of investment products increased 
only 3% to 252 in this survey from 244 in the last survey in 2016, and the aggregate 
transaction amount1 increased by 34% to $508 billion, from $380 billion.    

7. The increase in the aggregate transaction amount was mainly driven by Mainland-
based firms, some of which expanded their wealth management business in the 
reporting period. A number of larger firms also reported that they provided more 
product training and information to staff, which might have contributed to the 
increase.    

(TXLW\�OLQNHG�SURGXFWV�DQG�QRQ�LQYHVWPHQW�JUDGH�FRUSRUDWH�ERQGV�JDLQHG�SRSXODULW\ 

8. A wide range of investment products were offered to clients in the reporting period.  
Structured investment products remained the most predominant product type, 
accounting for 42% of the aggregate transaction amount, followed by fixed income 
products (29%), collective investment schemes (20%) and swaps and repos (6%). 

9. In general, firms responded that due to the favourable market sentiment in 2017, 
more clients had bigger risk appetites and sought higher investment returns. They 
traded in investment products which generally offered higher returns or yields. For 
example, compared to the previous survey the transaction amounts for equity-linked 
products increased by 102% and for non-investment grade corporate bonds by 65%. 

7RS����ILUPV�GRPLQDWH�WKH�PDUNHW�ZLWK�0DLQODQG�EDVHG�ILUPV�LQFUHDVLQJ�WKHLU�
SUHVHQFH�
 
10. The top 10 firms continued to dominate the market, representing 71% (2016: 69%) 

of the aggregate transaction amount. These firms comprised a mix of international 
financial conglomerates, brokerage groups and investment advisory firms.   

11. Of the top 10, four international financial conglomerates accounted for 38% of the 
aggregate transaction amount and four Mainland-based brokerage groups 
accounted for 24%. An international financial conglomerate and a Mainland-based 
brokerage group, together with their related companies, were also major issuers of 
structured investment products. 

�

 �

                                                 
1 Transaction amount refers to the amount paid or payable by investors for investment products. For leveraged 
products, the transaction amount means the maximum exposure of the contracts. Licensed corporations were 
requested to report only one side of transactions. For example, only the buy order should be included as the 
transaction amount in switching transactions. 
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20. One of the top 10 firms responded that clients’ interest in the technology sector was 
a key driver of the overall transaction volume in equity-linked products. Of the top 
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21. The transaction amount for currency-linked structured investment products 
amounted to $61 billion, dropping 40% from $101 billion in the last survey. One firm 
in the top 10 reported that the closure of a major client’s account led to a substantial 
decrease in its transaction amount for currency-linked products.  Another top 10 firm 
observed that some clients diversified from currency-linked accumulators or 
decumulators to other currency-linked products with shorter tenors, such as dual 
currency notes, to better manage their risks. 

22. Based on the top five currency-linked products reported by each respondent firm, 
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24. The aggregate transaction amount for fixed income products increased by 32% from 
$111 billion in the last survey to $147 billion in the current survey. Six of the top 10 
firms, including two international financial conglomerates and four Mainland-based 
brokerage groups, accounted for over half of this amount. Firms generally noted 
increased demand for fixed income products in the reporting period. One of the 
Mainland-based firms also reported that it had recruited a sales team which 
specialised in selling fixed income products to high-net-worth clients. 

 

25. The share of non-investment grade6 corporate bonds as a percentage of the total 
transaction amount for fixed income products increased from 56% in the last survey 
to 71% in the current survey, while that of investment grade corporate bonds 
decreased from 40% to 25%. Some firms commented that there was an increase in 
high-yield bond issuance during the reporting period and investors looked for yield in 
the low interest rate environment and therefore shifted to investing in non-
investment grade corporate bonds which generally offered higher yields.   

26. Similar to the last survey, sovereign bonds only contributed 4% of the total 
transaction amount for fixed income products. 

 

 

 

                                                 
6 Firms were requested to classify unrated corporate bonds as non-investment grade in the survey. 
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Top five corporate bonds7 

27. The majority of the issuers of the top five corporate bonds reported in the survey 
were from the financial sector (such as banks, financial services groups and 
insurance companies) and the real estate sector. In terms of the underlying “country 
of risk” 8 of the issuers, Mainland China and Hong Kong remained the top two, 
representing 68% and 18% respectively of the transaction amount for the top five 
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33. While European banks were the major issuers of the top five non-viability loss 
absorption bonds reported in the last survey, over 70% of these bonds reported in 
the current survey were issued by Mainland-based banking groups. 

F��&ROOHFWLYH�LQYHVWPHQW�VFKHPHV�DQG�KHGJH�IXQGV��

34. As in the previous survey, more firms which engaged in the sale of investment 
products in the reporting period sold collective investment schemes (65%) than any 
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