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     Following is the speech (English only) by the Secretary for Financial Services, Mr Stephen Ip, at the signing ceremony of the Airport Authority's issue of retail bonds today (March 19):

David, Raymond, Distinguished Guests, Ladies and Gentlemen,

     It is a great pleasure to be here today to witness the signing ceremony of the Airport Authority's retail bond issue.  The low interest rate environment has stimulated the demand for retail bonds.  I am glad that the Airport Authority has taken the initiative to issue retail bonds to meet the needs of the investing public.

     It is the Government policy to facilitate the development of the debt market, including the market at the retail level.  Currently, the Hong Kong debt market is one of the largest in the region, growing by over 40 folds between 1990 and 2001.  Outstanding HK dollar debt reached HK$494 billion at the end of 2001.  Despite its rapid growth, the Hong Kong debt market remains small relative to the stock market and bank loans.

     To facilitate the development of our debt market, I have set up a Working Group under the Financial Market Development Task Force to work on measures to develop the Hong Kong debt market and to simplify the procedures for issuing retails bonds.  Members of the Working Group include the Securities and Futures Commission, Hong Kong Mortgage Corporation, the Hong Kong Monetary Authority and the Hong Kong Exchanges and Clearing Ltd.

     To capture the opportunities offered by the low interest rate environment, the Working Group is focusing on short-term measures that could be implemented in two to three months' time.  Examples of these short-term measures are: 

(a) publication of user-friendly SFC guidelines on pre-offering publicity so that the public will be informed about the forthcoming bond issue at an earlier stage and make preparation for subscription;

(b) streamlining the structure and contents of the prospectus to make it less costly and less cumbersome for debt issuers; and

(c) allowing more application channels to make it more convenient for the public to make applications.

     Apart from the short-term measures, the Working Group will also consider longer-term solutions that require amendments to the Companies Ordinance and related regulations.  For example, we will examine the introduction of a shelf registration system which would simplify the procedures for a continuous programme of debt issues within a certain time-frame.  This would allow issuers to register a prospectus only once with the Companies Registry with simple updates for each issue in the same programme.  This would also help to reduce costs.

     The issuance of retail bonds by the Airport Authority and other issuers will facilitate the development of the local debt market, give the investing public more choices, and enhance Hong Kong's position as an international financial centre.  I would like to congratulate the Airport Authority on the launch of their first retail bonds and thank the banks for their support.

