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Project Blue explores the major trends that are reshaping the competitive environment
for financial services (FS) businesses worldwide. Our clients are using the framework
to help them judge the implications of these developments for their particular business
and look at how to take advantage of the changes ahead.

The rise and interconnectivity of the emerging markets of South America, Asia, Africa
and the Middle East (together these regions form what PwC terms ‘SAAAME’) is in
many ways the most far-reaching of the developments facing the FS sector. Trade
within SAAAME is growing much faster than the developed-to-developed and
developed-to-emerging market flows.

As one of the main gateways into China, Hong Kong is in an ideal position to benefit
from the growth in intra-SAAAME commerce. This includes providing a launch pad for
SAAAME companies looking to do business in China and Chinese companies seeking to
extend their reach into other parts of SAAAME. As we examine in this paper, the
opportunity and, indeed, challenge for Hong Kong’s FS businesses is how to provide the
international presence and full service support that would allow their clients to develop
their business in new markets.   

I hope you find this paper interesting and useful. If you would like to discuss any of the
issues raised, please feel free to contact either me or one of my colleagues listed on
pages 9 and 10. 

Mervyn Jacobs 
PwC (Hong Kong) 
Financial Services Leader for Hong Kong and China

Foreword

Welcome to ‘Capitalising on the
growth and global interconnectivity
of the emerging markets: Financial
services in Hong Kong’. The paper
is a Hong Kong-focused companion
to our global paper: ‘Capitalising
on the rise and interconnectivity
of the emerging markets’,
the latest viewpoint in our
Project Blue framework. 

4 PwC Project Blue

What do we mean by SAAAME?

‘SAAAME’ refers to South America, Africa, Asia and the Middle East. SAAAME
doesn’t include Japan as this is a developed G7 economy. Mexico is excluded as it
trades mainly within the North American Free Trade Agreement zone and less
with SAAAME. For now, Russia and the Commonwealth of Independent States
(CIS) are also excluded from SAAAME, as trade is largely internal or with Europe.



Hong Kong is a key trade, logistics and FS hub for China and Asia as a whole.

While the city has been overtaken by both Shanghai and Singapore as the world’s
busiest container port,1 Hong Kong has the advantage of being the largest air freight
centre in the world.2 The city’s strong presence in air freight reflects its investment
in multimodal air, sea, road and rail links, and will be further bolstered by the
planned opening of a new air freight terminal in 20132 and government approval for
a third runway.3

Trade and FS have always gone hand in hand in Hong Kong. Investors and corporations
are attracted by the city’s robust legal system, free movement of funds and access to
well-developed banking and capital market facilities – the city came second overall in
the latest global ‘Ease of Doing Business’ index, ranking in the top five for getting
credit, enforcing contracts, protecting investors and trading across borders.4

More than 70 of the world’s top 100 banks have subsidiaries or representative offices in
Hong Kong.5 Its capital market is the third largest in Asia after Tokyo and Shanghai
(ranked by domestic equity market capitalisation)6 and has in recent years provided an
important conduit for investment into China. The value of IPOs in 2011 was the third
highest in the world,6 with a number of commodities companies listing in Hong Kong
because of the proximity to their markets in China. The close trade and investment
links with the Mainland are further reflected in Hong Kong’s emergence as an offshore
centre for renminbi deposits and bond trading. In turn, many regional and
multinational groups have their headquarters in, and operate their treasury services
from, Hong Kong. 

The intra-SAAAME opportunity
As intra-SAAAME commerce continues to grow (see Figure 1 overleaf), Hong Kong is
set to play an even bigger role as a gateway for international trade. 

Many Chinese companies will want to use Hong Kong as a staging post for reaching
into Africa, Latin America, the Middle East and other parts of Asia. In turn, many
companies from across SAAAME will want to use Hong Kong as a bridgehead for
developing their business and tapping into investment opportunities in China. 

Section one:
Opening up new routes to growth

Hong Kong’s role as a gateway
into, and out of, China is evolving
as the growth in intra-SAAAME
trade accelerates. 
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1  World Shipping Council Top 50 Container Ports
2010 and Straits Times, 08.01.11

2  Business Monitor International Hong Kong Freight
Transport Report Q2 2012

3  BBC News Online, 20.03.12

4  The World Bank Doing Business 2012

5  Hong Kong Government website ‘Hong Kong:
The Facts’, November 2011

6  World Federation of Exchanges 2011 Highlights,
19.01.12



What Hong Kong’s FS businesses have
learned from helping their clients to open
up trade and investment links with China
will provide useful experience in
developing new trading relationships and
overcoming potential barriers in other
parts of SAAAME. This includes
negotiating licences, arranging trade

finance and providing support for
acquisitions, plant and infrastructure
development. They can also help
personnel to relocate and settle in new
markets. Further openings include wealth
management and access to new
investment opportunities.
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Figure 1: Transformation in global trade flows

Trade value: $6.92tr
CAGR 2002–10: 8.0%

Non-SAAAME

SAAAME

Trade value: $2.82tr
CAGR 2002–10: 19.4%

Trade value: $2.67tr
CAGR 2002–10: 13.6%

Trade value: $2.16tr
CAGR 2002–10: 12.9%

Sources: WTO and PwC analysis
Note: Russia and the Commonwealth of Independent States (CIS) have not been included in SAAAME definition because trade is largely international and/or with
Europe. Mexico is excluded as it trades mainly within the North American Free Trade Agreement zone and less with SAAAME. Both areas remain very important growth
markets and should be considered in relation to the SAAAME region.



To capitalise on the opportunities opened up by the growth in intra-SAAAME trade,
Hong Kong’s FS businesses will need to extend their presence into new markets and be
able to offer a full suite of trade, investment and other support services along the trade
routes being developed by their clients.

Some organisations will look to set up China and Hong Kong desks on the ground.
They might also augment this with acquisitions. But a physical presence may be costly
and difficult to set up in many countries. It is therefore going to be important to
make the most of technology in extending customer access and providing end-to-end
trade services. 

Joint ventures and collaborations with companies on the ground, including
competitors (‘co-opetition’) and non-FS providers such as telecom firms, are also going
to be important in extending international reach. And to attract the right partners, FS
groups need to think about what they can offer them that others cannot. This might be
complementary international coverage or access to a target customer base in Asia.

Some of the bigger players will be able to develop a pan-SAAAME presence to serve
clients across all sectors. While smaller FS businesses will not have the funds to match
this, they will have opportunities to specialise. This might be focusing on particular
countries/regions or targeting particular types of business. 

Working closely with key clients and being able to follow them as they reach into new
markets will be critical in helping to judge what regions and sectors to focus on. FS
organisations can then work with their clients to help bridge any potential gaps in the
local financial infrastructure and overcome challenges in areas such as financing, risk
management, currency convertibility and repatriation of revenues. 

Managing more complex and diverse operations
As they reach into new markets, FS businesses will need to contend with a more
complex risk profile. SAAAME countries have varied legal and regulatory frameworks,
political systems, business ethics and cultures. It will be important to develop the
timely and reliable management information and risk management systems needed to
operate in new and unfamiliar markets. 

Operating models will need to reflect the changing geographical focus of the business.
They will also need to deal with more extensive partnership arrangements and be
sufficiently agile to respond quickly to unfamiliar market conditions, distribution
channels and cultural preferences. 

The underlying challenge is talent. As their businesses grow, FS organisations will need
to find ways to develop and attract more talent. A particular challenge for the sector is
that salaries, rents and other costs are often higher in Hong Kong than many other
SAAAME markets, including some of its nearest rivals such as Singapore. As FS
businesses reach out beyond Hong Kong, they face the further challenge of securing
sufficient talent in markets where suitably qualified and experienced people may
already be in short supply.

Section two:
Developing a competitive global presence

As Hong Kong’s FS businesses seek
to extend their international
footprint, they will face new growth
and management challenges. 
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We believe that there are four key questions that FS businesses should consider as they
look at how to take advantage of these openings and provide the most effective support
for their clients:

• How are your corporate clients following the shift in the focus of global growth and
how can you help them to respond more effectively?

• If you can’t develop a pan-SAAAME presence, what specific sectors or regions could
you target as you look at how to build on your strengths and existing relationships?

• How can you use technology to provide customer access and trade services in
different parts of the world?

• How will you need to adjust your risk management capabilities, talent management
and operating model (more joint ventures, longer lines of communication etc.) as
you extend your international presence?

Going with the flow

Hong Kong’s position as a key
launch pad for intra-SAAAME
commerce will open up huge
commercial opportunities for its FS
businesses. But to capitalise on these
opportunities, clients will expect full
service support where and when
they need it.
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Making sense of an uncertain future

We’re working with a range of
FS organisations to judge the
impact of the mega-trends shaping
their industry, and where and how
they can compete most effectively.
If you’d like to discuss any of the
issues raised in this paper, or the
impact of other trends examined in
Project Blue, please contact any of
those who are listed here, or your
usual PwC contact.

Mervyn Jacob
Financial Services Leader for Hong
Kong and China
PwC (Hong Kong)
Tel: +852 2289 2700
Email: mervyn.jacob@hk.pwc.com

Harjeet Baura
Partner, Financial Services
PwC (Hong Kong)
Tel: +852 2289 2715
Email: harjeet.baura@hk.pwc.com

David Eldon 
Senior Advisor 
PwC (Hong Kong) 
Tel:+ 852 2289 2788 
Email: david.eldon@hk.pwc.com

Duncan Fitzgerald
Partner, Financial Services
PwC (Hong Kong)
Tel: +852 2289 1190
Email: duncan.fitzgerald@hk.pwc.com
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Josephine Kwan
Partner, Financial Services
PwC (Hong Kong)
Tel: +852 2289 1203
Email: josephine.wt.kwan@hk.pwc.com

Peter PT Li
Partner, Banking and Capital Markets Leader
PwC (Hong Kong)
Tel: +852 2289 2982
Email: peter.pt.li@hk.pwc.com

Stephen A Woolley
Partner, Financial Services
PwC (Hong Kong)
Tel: +852 2289 5089
Email: stephen.woolley@hk.pwc.com



The Project Blue framework seen here begins with the considerations needed to adapt
to the current instability. It then goes on to assess what FS businesses need to do to plan
for, and ideally take advantage of, the changes ahead. 

One of the main things we’ve been looking at is the extent to which these developments
could disrupt existing business models. We’ve also been looking at how these trends
are feeding off each other. A clear case in point is the extent to which rapid growth in
emerging markets is spurring a mass influx of people into the cities. 

Our clients are using the framework to help them judge the implications of these
developments for their particular business, and look at how to take advantage of the
changes ahead. Will business and operational models still be viable in this new
landscape? What strengths within the business would allow it to develop a leading
position? What talent and investment will need to be put in place now, to prepare for
the changes ahead? 

Project Blue framework

The Project Blue framework
considers the major trends
that are reshaping the global
economy and transforming the
behaviour of consumers, businesses
and governments. 

Figure 2: The Project Blue framework 

Source: PwC Project Blue analysis
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