
LE X  CA P ITI S  

Trade War, Covid-19 & Co. 

The confluence of the social unrest in 2019, trade 

war and Covid-19 has presented an enormous 

challenge to business. Businesses that are 

considering listing in Hong Kong may rather 

quickly find themselves ineligible under the 

Hong Kong Stock Exchange Listing Rules 

(“Listing Rules”). 

 

56% of companies that listed in 2019 have either 

published an announcement or mentioned in its 

outlook to its financial results that it has been 

negatively affected or expects its financial 

performance to be negatively affected by the 

social unrest, trade war and/or Covid-19. For 

these companies, the expected adverse impact 

can be up to 40% of revenues/profit. Only 12% of 

such companies benefitted from the environment 

and 32% made no mention or expects little to no 

impact on its future financial performance.  

 

Hence companies that would include 2020 

financial results as part of its track record for 

listing eligibility may find it difficult to meet such 

requirements. In the absence of special 

dispensation from the regulators, investors may 

find themselves being presented investment 

propositions by companies that either has yet to 

generate revenues or profits. What do we mean 

by that? 

 

2020-2021 IPO Vintage  

Biotech companies that are raising public equity 

capital to develop and commercialise their 

research and development (“R&D”) portfolio 

tend to be pre-revenue businesses. The value of 

these companies lies in the quality and quantity  

 

of their potential products and pipeline of 

potential products forming its R&D portfolio. 

Investment in these businesses tends to require 

specialist knowledge of the product being 

developed to avoid the investment of such 

investments becoming a binary outcome. 

 

Large companies with strong growth trajectories 

are the second category of business that may 

choose to list. These companies may not make a 

profit or generate sufficient profits to meet the 

typical listing eligibility but have a sufficiently 

large market capitalisation that allows it to list 

after meeting certain revenue or cash-flow and 

revenue criteria under the Listing Rules. 

Examples of such companies that have already 

listed include online platform companies, gaming 

companies and other technology-related 

companies. Given the challenging global 

economic environment, investors need to be very 

confident that past drivers of revenues are still 

valid for future growth and such businesses to 

eventually become profitable. 

 

Secondary listed companies such as Alibaba, 

JD.com and Netease are another category IPOs 

that investors may see. Such companies that their 

home market (primary) listing in another 

jurisdiction and since there are equivalent 

shareholder protection and Listing Rule 

compliance, they are given light-touch oversight 

by Hong Kong regulators. Whilst these companies 

add to Hong Kong’s reputation of being an equity 

capital market of choice in Asia. However, 

investors can always, if accessible, buy the stock 

in its home market rather than go through the 

application process to subscribe to such issues. 

IPO MENU FOR INVESTORS 

It would be an understatement to say that the social unrest in 2019, trade war and Covid-19 presents a 
challenge for businesses. As we approach the mid-2020, businesses that are considering listing in Hong 
Kong might find it difficult to meet eligibility requirements unless special dispensation is given by the 
regulators. So what sort of Hong Kong IPOs should investors expect? 
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Lex Capitis is Odyssey Corporate Advisory’s periodical that highlights capital and financial markets 
developments and its potential implications for you and your business. 

 

If you have any enquiries, please contact:  

 

 

Kuan Yu Oh 

Managing Director, Head of Corporate Advisory 

Mobile: +852 6971-7989 

Email: kuanyu.oh@odysseycapital-group.com  

 

 

Odyssey Corporate Advisory is an independent boutique consultant providing business advisory, 
investment consultancy, and capital markets project management and coordination services catered for 
your circumstances and preferences. Corporate Advisory is a division of Odyssey Asset Management Ltd, 
a Type 1, 4 and 9 SFC licensed Hong Kong company and subsidiary of the Odyssey Group.  

 

 

Notice 

This publication is for informational purposes only and does not address the circumstances of any 
particular individual or entity. It does not constitute financial advice and should not be used as such. You 
should seek a duly licensed professional for financial advice.  

 

Special Dispensation? 

In the year preceding periods of extreme market conditions and economic stress, the regulators have 
granted special dispensation for listing applicants that cannot meet the typical eligibility requirements. 
In 2009 the Stock Exchange of Hong Kong guided the market of factors it would consider for a possible 
waiver of the profit requirement under its listing eligibility criteria. In simple terms, a possible waiver for 
this listing eligibility criterion will be entertained if the listing applicant can prove its inability to meeting 
such criterion is temporary and its business is sustainable. Given the current extreme market conditions, 
will similar special dispensation be afforded again? Let’s watch this space. 
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Odyssey Asset Management Limited (“OAML”) is a Hong Kong based company that is licensed with the Hong Kong 

Securities & Futures Commission (“SFC”), license number: BHX656. OAML holds SFC licenses Type 1 (dealing in 

securities), Type 4 (advising on securities) & Type 9 (asset management). Odyssey Asset Management (SG) Pte. Ltd. 

(“OAMSG”) is a Singapore based company that is licensed by the Monetary Authority of Singapore as a Licensed 

Fund Management Company, license number: CMS100922. Both companies are subsidiaries of the Odyssey Group 

Limited and are collectively referred to Odyssey here. This document is for informational purposes only and does 

not constitute an offer or solicitation to sell any related or associated company’s product, service or related security. 

Any such offer or solicitation will be made only in accordance with the terms of all applicable securities and other 

laws. None of the information or analysis presented are intended to form the basis for any investment decision, and 

no specific recommendations or advice are intended. All indices used as reference are for illustrative purposes only, 

furthermore, the comments contained herein are opinions only and should not to be relied upon as authoritative or 

without the recipient's own independent verification or in substitution for the exercise of judgment by any recipient, 

and are subject to change without notice. Any data herein are either calculated by Odyssey or obtained from sources 

believed to be reliable. Investors should note that the price of securities go up or down, that investments involve 

risk and that past performance does not guarantee future results. Investors are advised to seek independent finan-

cial advice. This document is for discussion purposes only and is not an offer to sell or the solicitation of an offer to 

buy securities or any other product or service. This document is furnished on a strictly confidential basis to a lim-

ited number of qualified persons and is intended for authorised recipients only and may not be reproduced or dis-

tributed in any format without the express written approval of the Odyssey Group Ltd or its related companies. By 

accepting delivery of this document, the recipient agrees unconditionally to be bound by a strict duty not to disclose 

any information included in this document to any other person. The receipt of the attached information by itself is 

not to be taken as constituting the giving of investment advice by Odyssey or its related companies to the recipient, 

nor to constitute such person a client of Odyssey or its related companies. This document provides further infor-

mation on a security where Odyssey has provided financial advice or, where the recipient of the document has not 

entered an engagement for investment advice with Odyssey as an example of a product that Odyssey might recom-

mend. Any relationship for investment advice begins only the signing of a formal engagement letter or related docu-

ment. Before a formal engagement letter is signed, no  assessment has been made with regards to the suitability of 

the security. The investor relies exclusively on his own assessment. Odyssey expressly disclaims any and all liability 

for representations, expressed or implied, contained in, or omissions from the attached information. In addition, 

some of the information contained in this document may have been obtained from sources outside of Odyssey or its 

related companies. You are reminded that the content is for personal use and general information only. Under no 

circumstances is the content intended for and hence the content should not be regarded as an offer or solicitation or 

recommendation to dispose/sell, an offer or solicitation to subscribe in, nor an offer or solicitation or recommenda-

tion to buy/acquire and under no circumstances should the content be constituted any form of legal, tax or other 

professional advice and therefore should not be relied upon in that regard for making any decision. Any past or pro-

jected performance data or targets are not to be relied upon and are in no way a guarantee of future performance. 

The information contained herein is of a general nature and is not intended to address the circumstances of any 

particular individual or entity. Although Odyssey endeavours to provide accurate and timely information, there can 

be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate 

in the future. No one should act upon such information without appropriate professional advice after a thorough 

examination of their particular situation. 

For more information about please see our Disclaimer here: https://www.odysseycapital-group.com/

disclaimer/  
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