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European Elections and a EU to be 
Upgraded 
 
By Saro Capozzoli – Jesa 

In occasione delle prossime elezioni Europee 
non posso non pensare alle mancate 
occasioni di apparire di fronte al mondo come 
un continente unito, forte e solidale. Siamo 
diventati un’Europa delle regole, delle gelosie 
e delle rivalità. Non combattiamo più guerre 
con le armi ma ne abbiamo diverse in campo, 
più sottili e meno rumorose, sia in ambito 
economico che sociale. Con un’economia 
asfittica, si parla ancora di rigore dei conti 
mentre le aziende muoiono, e nello stesso 
tempo le banche e la politica non capiscono 
che è il momento di dare ossigeno 
all’economia. Le regole e le pressioni ci 
rendono sempre meno competitivi rispetto al 
resto del mondo che, nonostante tutto, 
cresce. L’Italia, poi, fa ancora la cicala e non 
capisce che deve ridurre la spesa a partire 
dagli sprechi della politica. Lo spettacolo a cui 
stiamo assistendo oggi è indegno, la guerra a 
Renzi e alla spending review è inaccettabile.  

Siamo legati alle tradizioni e alla storia ma 
non siamo capaci di guardare al futuro e di 

fare programmi con un orizzonte temporale 
che vada oltre le prossime elezioni o 
addirittura il prossimo anno, mentre in Cina 
già si disegnano gli scenari dal presente al 
2050. 

Nell’interessante articolo che segue, per 
esempio, vogliamo sottolineare che mentre in 
Cina si agisce cercando di costruire 
un’economia più omogenea e più vicina alle 
esigenze delle aziende, in Europa esistono 
ancora decine di borse locali (Milano, Londra, 
Francoforte, Lisbona, etc.) indici di un 
campanilismo che, ancora una volta, che ci 
rende ridicoli.  

Perché non unificare le borse in una o 
massimo due piazze anche in Europa? Proprio 
come gli Stati Uniti hanno costruito il NYSE? 
Vogliamo essere all’altezza di attrarre capitali 
stranieri e avere una voce più forte nel mondo? 
Invece di pensare solo all’Euro,ai suoi lacciuoli 
e vincoli, iniziamo immaginare un panorama 
economico omogeneo all’interno del quale le 
imprese possano trovare spazio di sviluppo, e 
saremo finalmente un continente più unito e 
meno ridicolo. Allora, forse, le imprese cinesi 
penseranno di venire a quotarsi anche a 
Francoforte e non solo a New York. 

Shanghai-Hong Hong Stocks 
Connect 
A further confirmation of China’s com-
mitment to financial reform 
By Fabrizio Caracci 
 

In the occasion of the opening speech of the 
“Boao Forum for Asia” 2014, the Chinese 
Premier Li Keqiang announced the Shang-
hai-Hong Kong Stock Connect pilot program 
development, which enables a mutual stock 
market access between Mainland China and 
Hong Kong. For the first time individual in-
vestors in Honk Kong will be allowed to use 
their local brokerage accounts to trade the 
shares of companies listed in Shanghai and, 
at the same time, investors in China would 
be able to buy shares traded on the Honk 
Kong stock exchange.  

Pilot program structure 

This initiative, approved by the China Se-
curities Regulatory Commission (CSRC) and 
the Securities and Futures Commission (SFC) 
will be operative in about six months. It will 
see many institutions involved, namely the 
Shanghai Stock Exchange (SSE), the Stock 
Exchange of Hong Kong Ltd. (SEHK), China 
Securities Depository and Clearing Corpora-
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tion Ltd. (China Clear) and Hong Kong Se-
curities Clearing Company Ltd. (HKSCC). 

The Shanghai-Hong Kong Stock Connect 
comprises a Northbound Trading Link and a 
Southbound Trading Link. In the former, in-
vestors, through their Hong Kong brokers and 
a securities trading Service Company, will be 
able to place orders to trade eligible shares 
listed on SSE by routing orders to SSE. In the 
latter, eligible investors, through Mainland 
securities firms and a securities trading Ser-
vice Company, will be able to place orders to 
trade eligible shares listed on SEHK. 

At the beginning, the trading will be subject to 
a maximum cross-boundary investment qu-
ota. The Northbound Trading Link will be 
limited to an aggregate quota of RMB 300 
billion and a daily quota of RMB 13 billion, 
while the Southbound Trading Link will be 
limited to an aggregate quota of RMB 250 
billion and a daily quota of RMB 10.5 billion. 

Initially, the program will allow only some 
eligible investors in the Southbound Trading 
Link to participate into the initiative; i.e. in-
stitutional investors and individual investors 
holding a security and cash accounts with an 
aggregate balance of at least RMB 500,000. 

Benefits of the reform 

According to the analysts, this move is a 
positive signal for broader developments in 
China’s financial market reforms, and it may 
be seen as a reiteration of the Chinese gov-
ernment’s stated intentions to steer its capital 
markets towards a gradual path of liberaliza-
tion.  

What is particularly interesting is the fact that 
in the Northbound Trading Link can be traded 
all the SSE-listed companies that have issued 
both A-shares and H-shares. Indeed, Chinese 
companies may have Shanghai listed trading 
as well as Hong Kong listed trading.  

In China, A-shares refer to shares of compa-
nies listed on the Shanghai stock exchange, 
largely available only to domestic investors. 
H-shares, instead, refer to shares listed in the 
Hong Kong Stock Exchange, available mainly 
to non-Chinese investors. A-shares generally 
trade at a premium to H-shares as the 
People’s Republic of China government re-
stricts Mainland Chinese people from investing 
abroad and foreigners from investing in the 
A-share markets in Mainland China. Therefore, 
the gap between the two is foreseen to nar-
row. 

Analysts expect that the connection will 
further consolidate the position of Shanghai 
and Hong Kong as financial centers, en-
hancing the attractiveness of the Asian 
market to international investors. It is hoped 
that launching the Shanghai-Hong Kong 
Stock Connect will improve the investor 
profile of SSE and enhance the market’s 
liquidity and general vigor. 

Hong Kong is expected to strength its 
competitiveness consolidating its position as 
an international financial center, and will 
reinforce its attractiveness as a destination 
for mainland investors.  

Another benefit will come from the interna-
tionalization of the Chinese Yuan RMB, as the 
development of Hong Kong as an offshore 
RMB business center will enable Mainland 
investors to directly participate in the Hong 
Kong stock market. Furthermore, this will 
allow China to expand access to the capital 
market, to promote a better competitive 
environment in order to increase dividends, 
stimulate creativity and stabilize market 
expectations. 
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Challenges 

The enhanced market connectivity between 
Mainland China and Hong Kong presents 
some challenges that need to be addressed 
during the trial program. Indeed, the regu-
latory regimes and the legal system of the 
two stock exchanges differ significantly. This 
will imply a new set of rules and systems to 
be defined and will require time for partici-
pants to configure and adapt their operational 
and technical system.  

Another challenge for authorities is 
represented by the different transparency of 
the two stock markets. Indeed, analysts 
agree that the Hong Kong stock market is 
more transparent and mature than its Main-
land counterpart, with the Chinese regulatory 
commission that still has to catch up in terms 
of enforcement. Therefore, aligning the ex-
isting differences in the two regulatory sys-
tems will be the main test for regulators, as 
the infrastructure of the Chinese market 
could be strengthened by the project.  

 

 

 

Conclusions 

The initiative of Shanghai-Hong Kong Stock 
Connect can be considered a significant 
breakthrough, a starting point to further im-
prove the opening and healthy development of 
capital markets in China and Hong Kong, at-
tracting new foreign investors and enabling 
more active trading. Moreover, it again shows 
the effort that the Chinese authorities are 
facing in relaxing their tight control over the 
economy trying to boost economic growth. 
Indeed, the World Bank estimates that such 
improvements could boost two-way trade by 
20%, increase the region’s real GDP by 2.7% 
and employment by 1.2%. 

The Shanghai-Hong Kong Stock Connect is a 
great example of what increased deregulation 
of trade could do for global businesses. Fur-
ther gains can be achieved by simplifying and 
harmonizing the procedures to move services 
across borders. 

 
 
 
 
 

China Growth Beyond GDP 
By Andrea Crisanti 
 
Many analysts and articles consider GDP 
growth as the main estimate for a country’s 
growth. The thesis of China facing weaker 
near term GDP growth is widely known and 
supported by many analysts. China’s policy 
makers announced a 7.5% GDP growth 
target for 2014, which is lower than the 7.7% 
GDP growth observed in 2013. Indeed, the 
figures for the first part of the year suggest 
an expected growth of 7.4%, which would be 
the slowest full-year growth in China since 
1990. 
However, these data refer solely to the very 
short period while, when looking at a coun-
try’s economy it is important to take into 
consideration a broader number of indicators 
that do not just refer to industrial data. If 
properly analyzed, some recent trends and 
facts can suggest the beginning of a more 
developed and stable phase of the Chinese 
economic history, rather than a slowdown. 

Among these signals, we can observe the 
Chinese companies’ booming IPOs on foreign 
stock exchange markets, an increased 
competition in some leading sectors, such as 
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the one of internet companies, and the an-
nouncement of a reduced state intervention 
in the country’s economy. 

Trend in IPOs 

Between 2009 and 2013, the number of listed 
companies in China has grown exponentially. 
During this period, the number of Chinese 
companies listed in their domestic market has 
grown by 46.7%, whereas Italy and the 
United States have experienced a decreasing 
trend, respectively -4.1% and -6.8%, of the 
listing in their markets. This is considered an 
extremely important factor when looking at a 
country’s economic development, as going 
public allows firms to raise and access funds 
necessary to accelerate growth in order to 
achieve market leadership. 

In addition, Chinese companies are not only 
looking to grow internally but they are also 
seeking visibility in overseas markets. Indeed, 
starting from the early 90s the number of 
Chinese firms going public abroad has been 
increasing rapidly. While in 1990 the number 
of Chinese firms that listed in a foreign 
country was 5, in 2010 the number rose to 
101. According to this trend, Chinese com-
panies seem to be strongly inclined into 
competing in an international environment, 

especially in the health, high-tech and retail 
industries. China’s firms are now big enough 
to no longer be threatened by foreign com-
petition and, by placing shares outside of its 
home market, they could broaden their 
shareholder base, increase the liquidity of the 
company’s shares and enhance the visibility of 
their brand name and products in overseas 
markets. 

Internet competition 

The three biggest Chinese Internet firms, 
Baidu, Alibaba and Tencent, each of which is 
positioned among the top ten Internet com-
panies in the world, have now become 
strongly competitive. For several years, these 
groups were content to promote their natural 
monopolies in peace, but during the past six 
months, they have been engaged in several 
acquisitions in order to raise competition in 
each market they are involved in. This is 
mainly due to the arrival of the mobile Internet: 
the distinct sphere that each of these com-
panies had before is now fading and, thus, 
most of these new acquisitions have been 
made in the mobile application’s sector.  

Moreover, they have recently expanded their 
business in the more traditional economy, 
trying to rationalize some inefficient 

state-owned sectors. Good examples are 
found in financial services, where all the 
three companies have created virtual mon-
ey-market funds that challenge the tradi-
tional financial sector, and in taxi services 
where recent mobile applications have 
created a higher market price for taxi drivers, 
which have long complained that prices are 
held artificially low by the state. 

Their expansion highlights a rapid evolution 
in the Chinese Internet market, a source of 
wealth and power that challenges the coun-
try’s traditionally state-led economy, as 
private companies are trying to cover also 
inefficient state-owned sectors. 

State intervention reduction 

The Chinese Government seems to be aware 
of the situation of China’s economy and of 
the next challenges it has to face in order to 
pursue economic and social growth. 

In the recent “Boao Forum for Asia”, repre-
sentatives of the government have debated 
about the future and competitiveness of 
Chinese and Asian economies. The former is 
going to take an active role in seeking eco-
nomic cooperation with foreign countries, 
and Chinese authorities have remarked that 

mailto:info@jesa.com.cn
http://www.jesa.com.cn


 

YOUR PARTNER INFAST GROWING COUNTRIES 
CHINA - HONG KONG–SAUDI ARABIA – MONGOLIA - CHILE 

JESA Investment & Management Co. ,Ltd. ,House 4,Lane 112,  FenYang Rd. ,  200031 Shanghai ,  China 
Te l  +86 21 64331555, 64335666, 64338787,  Fax  +86 21 62880072 Emai l :  in fo@jesa.com.cn,  Webs i te:  www.jesa.com.cn 

6

they are already directing their focus to cross 
border business networks, being willing to 
increase the Free Trade Agreement Zones. 

Furthermore, it has been pointed out how the 
export-driven economic system may not be 
feasible for China and the Asia’s economies 
anymore. Indeed, as western countries are 
reviving their manufacturing industries and 
reducing demand for Asian imports, the 
economic system in Asia needs to focus on 
the domestic demand’s expansion in order to 
promote growth. This would require a deeper 
economic integration of Asian countries 
economies, involving a better financial con-
nection in order to enable a more efficient use 
of capitals. 

Conclusions 

These recent facts are likely to show how the 
Chinese economy, in a broader meaning than 
just its GDP growth, is far from slowing down 
as it has still a wide margin to grow. On the 
one side, Chinese companies are trying to 
boost their business and to achieve market 
leadership by listing themselves, both in 
China and in international financial markets. 
On the other side, the Government is trying to 
use other economic mechanisms to pursue 
growth, questioning itself on the best prac-

tices to be adopted. Perhaps China’s stabili-
zation will prepare the ground for future 
economic expansion, making the country an 
international leader in social and economic 
standards rather than in GDP terms. 
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LEGAL NOTICE 
The content of this newsletter is composed 
and written by JESA, and thus it is not re-
producible and cannot be diffused indiscri-
minately without JESA’s consent. The pur-
pose of this newsletter is to keep our con-
tacts informed about important changes 
occurring in China; any use of it that differs 
from the initial purpose must be authorized 
by JESA.   
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