A study is carried out Chatham house and is commissioned by the Bauhinia Foundation. The topic is on the future landscape of the Chinese financial system and the positioning of different financial centres within the greater China. These centres include Shanghai, Shenzhen, Hong Kong, and Taipei. I have read the report and would like to offer my views on the study. First, I will discuss on the report and summarize its important findings. Second, we need to focus on the need of China that is what kind of financial system that China needs or want to develop in next 10 years time and 20 years time. In this part, we need to imagine from the view of the Central Govt and to decide what kind of financial system is needed for China that will carter for the needs of future economic growth. This is important because some HK people always think what is best for HK as the international financial centre without considering what is needed and important for the mainland. Finally, what will be the role of Hong Kong as, currently we are the international financial centre in China, what will our role in the future landscape of the Chinese financial system. More important, how we can move forward in view of the closer coordination of other financial centres in the greater China region and also at the same time the severe competition from these centres.
Firstly, as the second largest economy in the world, there is a need for a modern and efficient financial market that could serve the need of China. The report analyses the unique position of the four financial centres in the region based on the strength and weakness. The report discusses the current development of these four financial centres and, importantly, on their potential division of labor in the future that could best fit into the future landscape of Chinese financial system. The analysis focuses on the potential synergy on the cooperation among these financial centres. The report envisages a closer cooperation and coordination among Hong Kong, Shanghai, Shenzhen, and Taipei and predicts a certain degree of integration of financial systems between China, Hong Kong, and Taiwan. The report ends with some policy recommendations that I will come to this later.

Secondly, let us pretend that we are the Central Govt and we need to ask ourselves the question that what kind of financial system is needed for China. Obviously we will hope to have a well function, efficient, market-driven financial market that could serve the future Chinese economic growth. However, let us take stock of what we have now at the moment. The mainland stock market has gone through some major reforms including the share-split reform (making the non-trading share tradable) and strengthening of the corporate governance system. The banking system needs further reform to be more efficient to transfer funds from the surplus units to the deficit units. More reforms are needed. On the other hand, China, as the second largest economy in the world, our currency RMB has very limited usage outside China. How can we internationalize RMB which is non convertible and at the same time without fully liberalize China’s capital account?  More important, these reforms (or experiments) have to be done in a way that will not affect the stability of the Mainland financial system. This refers to the financial safety. In this regard, Hong Kong provides a perfect fire wall for these reforms and experiments. 
This comes to the my final comment, what will be the role of Hong Kong as, currently the international financial centre in the greater China, the role of HK in the future landscape of Chinese financial system. According to the 12 5-year plan, HK had been given an important task is to take part in the internationalization process of RMB, as a RMB off-shore centre. HK is in the perfect position for this task because of one country two systems, our legal and regulatory framework, and the cultural and geographical connectivity to Mainland. However, RMB will become fully convertible one day and China will eventually open up its capital account. By then, we may have to envisage a possible shift of major RMB transaction back to the on shore market- Shanghai. But I think there is still a need for a RMB off shore market. How Hong Kong should position ourselves? The report recommends HK should have more exposure to BRICs and other emerging markets. Yes, but not only that, HK should work hard on the international element of our financial market. This enhances one important element for IFC- connectivity.  Finally, the conversion process (as I mentioned, from now to a fully convertible RMB and fully open capital account) requires a very close cooperation and coordination between the on-shore and off-shore markets, between Hong Kong and Shanghai. How HK and Shanghai cooperate together to make the pie bigger and each one of us can have a bigger slice. 
In my view, HK will remain he IFC in China for a few years among the other financial centres. The question we need to ask what needs to be done to maintain the lead in the race as the IFC of the region. The race has started when the State council announced that Shanghai will be the IFC in China by 2020. 
