
In April, the SFC introduced a revised Code of

Conduct for Persons Registered with the

Securities and Futures Commission. While the

majority of the provisions in the new code are

already in force, several others came into effect

recently on October 1. The relevant sections

are:

3.9 Order recording;

5.1 Know your client (regarding certain

accounting opening procedures);

6.1 Client agreement in writing (regarding

certain content requirements);

6.2 Minimum content of client agreement; and

Paragraph 1A in Schedule 4 (regarding

recording of confirmations).

Of these, section 3.9, order recording, covers

the requirement to immediately record and

time stamp the particulars of instructions for

both agency and internally generated orders.

Where registrants receive order instructions

from clients over the phone, they must use a

telephone recording system to record those

instructions.
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Watching babies learning to walk is joyful, and

we know it will take time for them to learn to

be steady on their feet. For the investor,

however, it is important to gain stability from

the outset.

We feel that the best way to go about investing

is to ensure having all the facts at your

disposal. Here are some suggestions to help

you:

1. Learn how to buy and sell by understanding

how the market works.

2. Learn how to choose products and services

suitable for your budget and goals.

3. Know what kind of firms and products you

are investing in.

4. Know with whom you are dealing.

5. Above all, learn the risks of making

investments.

For more information, visit our Electronic

Investor Resources Centre at www.hkeirc.org

and pick up some investor brochures or call

our Investor Hotline: 2840 9333.

Securities and Futures Commission

12/F Edinburgh Tower, The Landmark

15 Queen’s Road Central, Hong Kong

Telephone: (852) 2840 9222

Facsimile: (852) 2521 7836

Web site: www.hksfc.org.hk

Electronic Investor Resources Centre: www.hkeirc.org

From October 1, registrants must start using a

telephone recording system and must keep all

recordings made for a period of three months.

While the market has already indicated its

willingness to recognise voice recordings as

being helpful when trying to settle disputes,

there is no need to go to any great expense,

says SFC Director  of  Intermediar ies

Supervision, Stephen Po. “There are several

relatively simple and inexpensive telephone

recording devices available and individual

firms can choose what is most appropriate for

them. The main thing is to make sure they can

make and keep the audio records.

Should you have any practical or logistical

hurdles to overcome, we will be happy to work

with you to help you conform to the Code.

Please contact us as soon as possible.”

A copy of the revised Code of Conduct for
Persons Registered with the Securities and
Futures Commission is available from:
http://www.hksfc.org.hk and SFC office on
12/F, Edinburgh Tower, the Landmark, Central.

GET THE FACTS

BEFORE YOU INVEST

Media Hotline

(852) 2840 9287
Investor Hotline

(852) 2840 9333

Electronic Investor Resources Centre

www.hkeirc.org
SFC web site

www.hksfc.org.hk

E-mail address

enquiry@hksfc.org.hkCONTACTING US

• LegCo resumed its detailed reading of

the Securities and Futures Bill in

September. The Bill is expected to be

enacted by the end of 2001.

• The SFC welcomes the appointments

of Mr Ashley Alder as Executive

Director (Corporate Finance), Mr Alan

Linning as Execut ive Di rector

(Enforcement) on 1 November 2001

and Mrs Alexa Lam as Executive

D i rec to r  ( I n te rmed i a r i es  and

Investment Products) on 1 December

2001. They replace, respectively,

David Stannard, Paul Bailey and

Andrew Procter, to whom we offer our

deepest thanks and best wishes.

• A new public register of “licensed

persons” was launched in September

to allow investors to check on the status

o f  p e o p l e  a c t i n g  a s  m a r k e t

intermediaries. To use this free service,

go to the SFC web site (www.hksfc.org.

hk) and look under “Intermediaries,

Licensing & Investment Products”. Or

simply click on this URL (www.hksfc.

org.hk/eng/licensing/html/index.html)

and look for “Licensed Persons”.

• The SFC Shareholders Group, an

independent advisory body appointed

in May 2001, held its second meeting

in early September.
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Tragic and appalling as the events of

September 11 were, they did not deter Hong

Kong’s markets from staying open

Like every major securities market around the

world, Hong Kong took a battering after the

recent terrorist attacks on New York and

Washington. One week later, the Hang Seng

Index had fallen 10.7% — from 10,417 to 9,308.

Hong Kong’s performance was by no means the

worst: major market indices in Malaysia,

Singapore, Thailand and India all dropped

between 12-17%, while those in Korea, Taiwan

and Germany fell by 9-10%. To be fair, other

closely watched indices, including the Dow,

Nasdaq, S&P 500, FTSE 100, as well as other

markets in Asia, performed better.

But from a local perspective, the main story here

is not that markets fall in times of crisis. They

always do. It was that Hong Kong’s securities

and derivatives markets remained open. Trading

was active and orderly, with virtually all clearing

and settlement functions operating normally. The

only minor exceptions were that dealing in the

seven Nasdaq stocks available locally and the

two “iShares” — MSCI’s South Korean and Taiwan

index funds — were suspended.

Across Asia, markets responded differently.

Australia, New Zealand, Shanghai and Shenzhen

also functioned as normal, whereas Malaysia,

Thailand and Taiwan adopted a wait-and-see

attitude and closed their markets.

Certain countries allowed their markets to trade,

but took precautionary measures. Singapore

suspended the trading of US-denominated

securities. Japan delayed opening for 30 minutes

and imposed a 50% fluctuation limit. And South

Korea held off opening for three hours.

As these events show, Hong Kong has surely

come a long way since the market closure of

October 1987.

Open for business

If Hong Kong retail investors are so passive,

why do almost 80% of them want to know

more about their rights?

The minority shareholder in Hong Kong is a much-

maligned figure. He allegedly does not attend

annual meetings unless the buffet is sumptuous.

She buys on rumour, not on knowledge. And

when the roof starts to creak, they are the first

to head for the exits (a charge levelled equally at

institutional and retail investors).

Yet a new SFC survey offers a striking challenge

to these assumptions. Over June and July of this

year we contacted more than 4,000 people —

25% of whom were retail investors — and asked

about their investment patterns, information

sources and education needs. Encouragingly,

retail investors told us the following:

• 78% want more information about investor

rights and responsibilities.

• 76% are keen to understand market malpractice

better.

The decline of the passive investor

(continued on page 2)
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