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Executive Summary

1.

During the first half of 2021, major indices in the US advanced, with the Dow, Nasdaq
and S&P respectively rising 12.7%, 12.5% and 14.4%. Major European markets also
gained, with the FTSE, DAX and CAC advancing 8.9%, 13.2% and 17.2% respectively.
Expectations for sustained economic recovery supported market sentiment amidst large-
scale fiscal stimulus and robust economic data. The stabilising pandemic situation and
progress in vaccine rollouts paced gains. However, inflation concerns heightened and
government bond yields hovered at high levels. Remarks by central bank officials
indicated a potential shift in monetary policies, raising worries over possibly sooner-
than-expected
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Performance of stock markets

4.  Global markets rallied and some hit record highs during the first half of 2021. Market
performance was bullish given
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Market outlook and risks

19. Looking ahead, the COVID-19 situation will continue to affect the global economic
recovery and stock market performance. Investors remain sensitive to news about rising
inflation which may lead major central banks to scale-back stimulus measures. Valuation
concerns persist as major overseas benchmark indices hover around record or multi-

year highs after substantial gains
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Recent changes in the Hong Kong market structure

Over the past few years, there were various changes in the structure of the
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The technology sector surpasses financials to become the largest sector

During the first half of 2021, the technology sector accounted for 33% of total market
capitalisation and 30% of total trading in Hong Kong, up from 9% and 6% respectively in
2016.
It has become the largest sector, surpassing financials which accounted for 17% of total
market capitalisation and 12% of total trading in Hong Kong.

In addition, technology stocks were amongst the most actively traded.
During the first half of 2021, five out of the 10 most actively traded stocks were
technology stocks. This represented a significant growth from 2016 when only one
technology stock was among the top 10 actively traded stocks.
Southbound (SB) trading was active for these stocks. During the first half of 2021, four
out of top 10 actively-traded SB stocks were technology stocks.

The growth of technology sector may continue to boost trading

As more Mainland technology stocks are included in major benchmark indices, this has
attracted passive funds to invest in these companies. Also, the introduction of derivatives
products related to technology stocks may further boost trading in the Hong Kong market.

Major statistics for the Hong Kong securities market
Trading activity

20. Trading in the local stock market was active during the first half of 2021. Daily trading hit
a new record above the $350 billion level. The average daily trading rose to $188.2
billion, 45% higher than the $129.5 billion in 2020, amidst strong SB trading through
Stock Connect.

21. Mainland stocks (including H-shares, red chips and privately-owned enterprises)
remained the most actively



Stock Connect trading accounts for a larger market share

Increasing northbound (NB) trading, particularly to Shenzhen

NB trading continued to grow after the major global indices increased A-share weightings
and international investors gained additional exposure to Mainland assets given optimism
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