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Enhancements to the Mutual Recognition of Funds
(MRF) scheme between

kthe Chinese Mainland and Hong Kong SAR

Background

On 17 December 2024, the China Securities Regulatory Commission (CSRC) announced enhancements
to the Mutual Recognition of Funds (MRF) scheme between the Chinese Mainland and Hong Kong in the
revised Provisions on the Administration of Recognised Hong Kong Funds which became effective on 1
January 2025. Following this announcement, the Securities and Futures Commission (SFC) also
published a revised Circular on MRF between the Mainland and Hong Kong.

To recap, the MRF scheme between the Chinese Mainland and Hong Kong was jointly launched in 2015,
by the CSRC and the SFC. The scheme enables eligible Hong Kong domiciled funds to be distributed in
the Chinese Mainland (Northbound) and eligible Chinese domiciled funds to be distributed in Hong Kong
(Southbound). The MRF scheme has established a framework for regulatory cooperation on cross-border
fund offerings, broadening investment channels and choices for investors in the Chinese Mainland and
Hong Kong. Additionally, the MRF scheme has empowered asset managers to expand their distribution
reach and broaden their addressable market.

Key changes

Recent enhancements include the following:

* The relaxation of a sales cap for Hong Kong domiciled funds sold in the Chinese Mainland from
50% to 80% (effectively an additional 300%) and vice versa. In particular, this will enable greater

fundraising potential for Hong Kong-domiciled products and increase their maximum potential sales
value in the Chinese Mainland market by three times.

Before enhancement After enhancement

If a Hong Kong-domiciled fund with USD 100 million  If a Hong Kong-domiciled fund with USD 100 million

in assets is approved for distribution, it could only in assets is approved for distribution, it will be
raise an additional USD 100 million in assets from permitted to raise an additional USD 400 million in
Mainland investors. assets from Mainland investors.

. Asset managers are now able to delegate the investment management function of the funds
to overseas affiliates in the same group. This allows asset managers to leverage on their global
investment expertise and teams to offer a broader suite of products to investors.

. Additional categories of mutual funds may be considered for inclusion within the scheme's
scope, potentially broadening the range of investment options available to participants.

The recent enhancements significantly reinvigorate the MRF scheme, boosting Hong Kong's role as a
super connector by further enabling Chinese Mainland investors to access global investment opportunities
more effectively. Generally, Chinese Mainland investors have had a relatively limited range of investment
options, often concentrated in domestic assets. However, an increasing appreciation for diversification has
driven a growing desire for more international investment exposure. The MRF scheme provides one of the
avenues through which they can achieve this.


http://www.csrc.gov.cn/csrc/c101954/c7526405/7526405/files/%E9%99%84%E4%BB%B61%EF%BC%9A%E9%A6%99%E6%B8%AF%E4%BA%92%E8%AE%A4%E5%9F%BA%E9%87%91%E7%AE%A1%E7%90%86%E8%A7%84%E5%AE%9A.pdf
https://apps.sfc.hk/edistributionWeb/gateway/EN/circular/doc?refNo=24EC63

Mainland
investors

Fundamentals to consider

As at 30 November 2024, 43 Mainland funds were authorised and 41 Hong Kong funds were approved under
the MRF scheme. The cumulative net subscriptions amounted to about RMB 41.5 billion (~USD 5.72 billion)
for Hong Kong funds and about RMB 882.8 million (~USD 121.83 million) for Mainland funds. To participate
in the MRF scheme, industry players must conform to specific eligibility requirements, application
procedures, and operational and regulatory arrangements outlined by the CSRC and the SFC.
Additionally, the regulators have established a cooperative mechanism for cross-border regulation and
enforcement to ensure robust investor protection for both Chinese Mainland and Hong Kong investors.
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Source: Central Moneymarkets Unit (CMU)

Successfully distributing funds across borders requires more than just a strong brand name and fund
performance. Asset managers must consider several fundamentals when exploring MRF opportunities,
including achieving quick and efficient fund registration and adapting to different tax, regulatory, and fund

distribution environments.

Stakeholder engagement

Regulatory

Audit and Tax



https://www.cmu.org.hk/en/csd-fund-services
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Please reach out to any of the partners below for more information.
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