
SFC QUARTERLY BULLETIN SPRING 2005

Feature Articles and Speeches 25

Quarterly Financial Review of the Securities Industry
Intermediaries Supervision Department1

May 2005

Summary

The total value of transactions and securities commission income of the securities industry remained stable during
this quarter. Overall profitability of the industry continued to grow considerably primarily due to considerable
reduction in overheads as compared with the last quarter.

Overview of the Securities Industry in
the First Quarter of 2005

1. During this quarter, Hong Kong stock market
was surrounded by various market uncertainties
such as interest rate hikes and oil prices.  While
the Hang Seng Index adjusted downward by 5%,
the average daily turnover on Main Board mildly
increased by 2% to HK$18 bn during this quarter.

2. Table 1 summarised the securities industry’s
statistical information and financial highlights for
the first quarter of 2005.

3. Total value of transactions and securities
commission income of the securities industry kept
at a similar level of the fourth quarter of 2004.
However, non-commission income decreased
substantially by 25% which was mainly attributable
to the slowdown of IPO activities during this

1 This paper is for pure fact-finding and research purpose, and is not an attempt to comment on the developments of any markets/
companies or interpret the policies concerned.  The views expressed in this paper do not represent those of the SFC.

quarter.  For example, the number of newly listed
companies and amount of funds raised in this
quarter significantly decreased by 61% (18 to 7)
and 84% (HK$38 bn to HK$6 bn) respectively as
compared with last quarter.

4. Overall profitability of the industry increased by
34% as the financial effect of static commission
income source and drop in non-broking income
was offset by significant reduction in overhead
expenses by 20% during the first quarter of 2005.

5. On the other hand, amounts receivable from
margin clients stood at around HK$15 bn in this
quarter but average collateral coverage slightly
adjusted downward from 4.6 times to 4.2 times,
largely in line with decline in the Hang Seng Index.
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