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Comparison of Monetary Thresholds of
Hong Kong and Overseas Regimes

Table 1 — Comparison of qualifying criteria — Individuals

International comparison of qualifying criteria — Individuals (US$000)

M Annual income [l Gross assets [l Financial portfolio [l Net worth

Non-monetary criteria used in combination with monetary criteria

HK UK SG AU us
Elective
Professional investor professional client Accreditedinvestor Wholesale client Accreditedinvestor
QI:EU = Portfolio = Financial = Incomein » Gross ) * Income (individual
size at the @ instrument @ the @ incomep.a. @) or joint with spouse)
relevant portfolio preceding in the past in two mostrecent
date 12 months two financial years and has a
years reasonable
@ = Financial expec_tation of
assets (net QI * Net assets reaching the same
ofany income level in the
related current year
liabilties) I * Gross
assets &Y - vet worth
@ - Net (have or (individual or joint
personal control) with spouse)
assets (excluding primary
(value of residence)
primary ) i )
residence Bill under review: To adjust the
not level of income and the amount
exceeding of net worth for inflation every 5
50%) years
=10 or more Assessedbyalicensee = Bill under review: Individuals (a)
transactions of as having previous registered or licensed with SEC
significant size per experiencein using or FINRA or an equivalent self-
quarter over the financial services and regulatory organization or (b) with
four previous investing in financial qualifying knowledge and
uarters products experience
NIA . :t least one year NIA * Proposedamendments: To
working include natural persenswho
experiencein qualify based on (a) knowledge,
financial sector experience or certifications or
(b) “knowledgeable employee” of
private funds
Meet at least 2 of 3
. o criteria (monetary Meetat least 1 from  Meetat least 1 from Meet at least 1 of the monetary
Single criterion and non-monetary) above above criteria from above

fromabove




Table 2 — Comparison of qualifying criteria — Corporations

I Annual income

International comparison of qualifying criteria — Corporations (US$000)

W Gross assets

M Financial portfolio

M Net worth

Non-monetary criteria used in combination with monetary criteria

Monetary
criteria/
thresholds

Non-
monetary
criteria

Application
rule

HK UK SG

us

Elective professional

Wholesale client

Accreditedinvestor

Professionalinvestor  client (“EPC”) Accreditedinvestor
GEED - Portfolio = Financial @ « Net assets
size at the instrur|_1ent
relevant portfolio
date
@ = Total Large undertaking
assetsat (“LU”)
the relevant
@ = Balance
date sheet total
= ip - Net
turnover
funds

Elective professional
client(“EPC”)

= 10 or more
transactions of
significant size per
quarter over the four
previous quarters

= At least one year
workingexperience
in financial sector

NA NA

Large undertaking
(“LU")

NA

* EPC: Meet at least 2 of
3 criteria (monetary
and non-monetary)
fromabove

= LU: Meet at least 2 of 3
monetary criteria from
above

Meet at least 1 from
above

Single criterion

= Gross
incomep.a.
in the past
two financial
years

L) - Net assets

= Gross
assets (have
or control)

= Assessed by a licensee
as having previous
experiencein using
financial services and
investing in financial
products

= Financial services
licensees

= Listed corporation

@ = Totalassetof

corporation
that is not
formed for the
specific
purpose of
acquiring the
securities
offered

NA

Meet at least 1 from
above

Single criterion

-10 -




Table 3 — Comparison of the relevant qualifying criteria

Comparison of the relevant qualifying criteria

Financial assets — Individuals (US$'000)

Calculation basis Threshold
Financial portfolio * 1,020
Financial

instrument 550

portfolio *

As part of the three-part test for
elective professional clients

Comparable
jurisdictions

Financial assets T20

Net of related liabilities

* Also applicable to corporations
# Also applicable to individuals

Total assets — Corporations (US$'000)

Calculation basis Threshold
Total assets 5,100
Total assets 5,000
Gross assets 6,700
(have/control) #

il Comparable

fll iurisdictions Balance sheet 22,000

total

As part of the three-part test for
large undertakings

Source: Proprietary research of the SFC’s Consultant

Exchange rates (as of 1 September 2019):

USD/HKD = 7.84, EUR/USD = 1.10, USD/SGD = 1.39, AUD/USD = 0.67

Note:

In considering various thresholds in the comparable jurisdictions, it is noted that the specific

calculation method of each threshold varies.

The overseas criteria that are the closest to Hong

Kong’s criteria have been adopted in drawing the comparison.

-11 -




(R A & ChR)
Comparison of Investor Protection Requirements of
Hong Kong and Overseas Regimes

K B

International comparison of investor protection requirements

Advisory
transactions

HK UK G AU us

Reasonable basis to Reasonable basis to ensure Reasonable basis to Reasonably be Reasonable basis to
ensure suitability of suitability: ensure regarded as being in ensure customer-
recommendations or . o recommendations the bestinterests  specific suitability
solicitations (i) Meet the client’s investment made are of the client for the

objectives

(i) The client could financially
bear the investment risks

(iii} The client has knowledge
and experience to understand
the risks involved

appropriate

advice provided

Effective from 30 Jun
2020: Reasonable
basis to believe that
recommendations are
in the best interest of
a retail customer

Exemptions
when
dealing with
relevant

class of
investors

Exempt when dealing
with a limited no. of
sophisticated
corporate professional
investors that have
appropriate corporate
structure and
investment process
and controls

Exemption on (i) for elective
professional clients, and (i)
and (ii) for per se professional
clients

Execution-only (non-advisory)
transactions in complex
products: Exempt when
dealing with elective and per
se professional clients

el Ensure suitability of  The transaction is appropriate  N/A NIA N/A

o:‘lly (non- transactions in with regard to the client’s

:lranI::;lt';Lns complex productsin  knowledge and experience to

. all circumstances understand the risks involved

in complex

products

= No exemption for Lighter investor protection Exempt when Exempt when Customer-specific

individual requirements: dealing with dealing with suitability:
professional = Advisory transactions: accredited wholesale clients . o exemption for
investors investors

accredited investors

= Exempt from when
dealing with institutional
investors with total
assets = US$50M

Best interest requirement:
No exemption if the
accredited investor is a
retail customer

Source:

The Code of Conduct — Hong Kong;

The FCA Handbook — the United Kingdom,;
The Financial Advisers Act and the Financial Advisers Regulations — Singapore;
The Corporations Act 2001 — Australia; and

The FINRA Rules and the Code of Federal Regulations — the United States
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	(a) 中介人應確保向客戶作出的建議或招攬行為在所有情況下都是合理的。這項責任在2016年擴大至涵蓋與專業投資者交易的中介人。
	(b) 自2019年起，當某中介人在沒有作出任何招攬或建議行為的情況下為客戶進行複雜產品交易時，該中介人須確保有關交易在所有情況下都適合該客戶。此外，該中介人須向客戶提供(i)充分資料，讓客戶能夠了解該項複雜產品；及(ii)警告聲明。

