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Abstract

With the continuous advancement of financial opening-up in China and the in-depth implementation of the Guangdong-
Hong Kong-Macao Greater Bay Area (GBA) development strategy, cross-border capital flow facilitation has become
a core institutional driving force for regional financial integration and two-way factor opening. A series of innovative
institutional arrangements, including capital market connectivity, cross-border Renminbi (RMB) settlement facilitation,
cross-border financing liberalization and cross-border wealth management pilot policies, have effectively broken the
long-standing market segmentation between mainland onshore finance and Hong Kong offshore finance. These policy
reforms have profoundly changed the operating logic, liquidity structure and development ecology of Hong Kong’s
offshore financial market. As the world’s most important offshore RMB hub and an international offshore financial
center with free capital flow and mature legal systems, Hong Kong’s offshore financial system undertakes the critical
function of connecting mainland financial resources with global capital markets. This paper systematically sorts out the
policy evolution and institutional connotation of cross-border capital flow facilitation reforms in the GBA. This paper
comprehensively analyzes the multidimensional positive effects of the reforms on expanding offshore RMB business
scale, optimizing offshore financial industry structure, improving market liquidity and enhancing international financial
service capacity. At the same time, this study deeply discusses the practical challenges brought by policy liberalization,
such as intensified cross-border risk spillover, compression of traditional offshore arbitrage space, homogeneous
regional financial competition and hidden liquidity fluctuation risks. Based on offshore financial market theory and
regional financial synergy theory, this paper puts forward targeted optimization strategies from the aspects of
institutional docking, cross-border risk supervision, financial product innovation and differentiated industrial
positioning. The research aims to provide theoretical support and practical references for maintaining Hong Kong’s
long-term competitive advantage in the global offshore financial system and promoting high-quality integrated financial
development in the GBA.
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Introduction

The construction of the Guangdong-Hong Kong-Macao
GBA has become a key strategic layout for China’s
financial opening-up and regional economic high-quality
development. In the process of promoting regional
integration, the free flow of financial factors represented
by cross-border capital flow is the core link that
determines the depth of regional financial cooperation.
For a long time, due to the differences between mainland
capital account regulation and Hong Kong’s free

financial market system, there were obvious institutional

https://www.wonford.com/

barriers in cross-border capital transaction, cross-border
investment and financing and cross-border asset
allocation within the Bay Area [1]. The market
segmentation effect restricts the efficient circulation of
RMB and foreign capital between the mainland and
Hong Kong and also limits the scale expansion and
functional upgrading of Hong Kong’s offshore financial
business.

In recent years, Chinese financial regulatory authorities

have continuously advanced institutional innovation
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within the Guangdong-Hong Kong-Macao GBA. They
have rolled out a wide range of policies to facilitate cross-
border capital flows. Besides, they have eased access
standards for cross-border investment and streamlined
foreign exchange settlement procedures. Meanwhile, the
scope of cross-border RMB business pilots has been
expanded [2].

Furthermore, multi-level capital connectivity channels
have been established. These channels cover stocks,
bonds, wealth management products and cross-border
financing. These incremental reforms have greatly
reduced the transaction costs of cross-border capital
activities, improved the efficiency of two-way capital
flow, and brought profound structural changes to Hong
Kong’s offshore financial market.

Hong Kong serves as a typical offshore financial center.
It features an independent legal system, free-flowing
capital mechanisms and international-standard financial
supervision. Drawing on its unique institutional
advantages under "one country, two systems", Hong
Kong has attracted numerous international financial
institutions, offshore capital and cross-border financial
business. Its offshore financial market not only supports
local financial development but also undertakes the
important mission of promoting RMB international-
ization and serving mainland enterprises’ overseas
financing and global asset allocation. Therefore,
exploring the internal correlation mechanism between
GBA cross-border capital facilitation reforms and Hong
Kong offshore financial market development is of great
practical significance. Such exploration can help
stabilize Hong Kong’s financial status, optimize regional
financial resource allocation, and prevent cross-border
financial systemic risks.

Existing academic research mainly focusses on the
individual effect of stock connect, bond connect and
wealth management connect or simply discuss the
development status of Hong Kong offshore RMB
business. Few studies take the overall perspective of
institutional reform to systematically analyze the dual
impact of capital flow facilitation on the development
opportunities and potential risks of Hong Kong’s
offshore financial market. Based on sorting out the policy
evolution process, this paper comprehensively expands
the research dimension, analyzes the positive promotion
effect and negative risk impact of the reform, and puts

forward feasible optimization paths, so as to make up for
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the deficiencies of existing research.

Theoretical basis and policy evolution of cross-

border capital facilitation reform

Theoretical basis of offshore financial development

Offshore financial market theory points out that the core
competitiveness of international offshore financial
centers comes from institutional advantages such as low
tax burden, loose supervision, free capital flow and
convenient cross-border financial transactions [3].
Unlike onshore financial markets, which are constrained
by national macro-regulation and capital-account
management, offshore financial markets adopt market-
oriented and international institutional arrangements.
These arrangements attract global capital to converge
and produce scale effects of financial agglomeration.

Regional financial synergy theory holds that institutional
opening-up and the liberalization of factor flows can
dismantle administrative and institutional barriers among
regional markets. By doing so, they enable the optimal
allocation of cross-border financial resources and
generate positive spillover effects. These effects include
industrial upgrading, business innovation and capacity
GBA context, the

advancement of reforms

improvement. In the steady
for cross-border capital
facilitation has brought about interpenetration between
the mainland and Hong Kong financial markets. It allows
Hong Kong’s offshore financial strengths to be fully
unlocked. As a result, a complementary development
pattern takes shape, where the onshore market leverages
scale advantages and the offshore market gives play to
institutional advantages.

At the same time, financial risk contagion theory
indicates that the improvement of capital flow freedom
will strengthen the market correlation between different
regions. While liberalized capital flows improve resource
allocation efficiency, they also accelerate the cross-
border transmission of market volatility, liquidity risks
and external financial shocks, which put forward higher
requirements for cross-border coordinated supervision.
Evolution and core content of GBA cross-border
capital facilitation reforms

Since the release of the Outline Development Plan for the
Guangdong-Hong Kong-Macao GBA, China’s financial
opening-up in the Bay Area has entered a stage of

systematic innovation and incremental breakthrough.



Hong Kong Financial Bulletin

2026,2(3):1-6

The cross-border capital flow facilitation reform has
realized full coverage of equity investment, bond
investment, wealth management, enterprise financing
and personal cross-border financial transactions [4].

In terms of capital market connectivity, Shanghai-Hong
Kong Stock Connect and Shenzhen-Hong Kong Stock
Connect have opened two-way cross-border stock
investment channels, breaking the barriers of stock
market investment between the mainland and Hong
Kong. Bond connect further expands the opening-up of
the fixed-income market, allowing international
investors to participate in mainland bond markets
through Hong Kong, and also facilitating mainland
institutional investors to allocate overseas bond assets.
The launch of Cross-border Wealth Management
Connect has opened cross-border financial investment
channels for retail investors in the Bay Area, greatly
activating the vitality of resident cross-border asset
allocation. When it comes to facilitating cross-border
RMB businesses, regulatory authorities have kept
simplifying cross-border RMB settlement procedures for
enterprises. They have broadened the coverage of pilot
cross-border RMB financing. Besides, restrictions on
cross-border RMB capital pooling for multinational
enterprises have been eased. These measures help
advance the free cross-border circulation of the RMB
within the GBA region. In the field of foreign exchange
facilitation, a set of inclusive policies have been rolled
out. These policies include simplified foreign-exchange
verification procedures for micro and small-enterprises,
as well as independent foreign-exchange settlement and
sale pilots [5]. Such measures have effectively lowered
the institutional costs incurred by market entities in
cross-border capital activities.

These systematic reform measures have fundamentally
changed the tight state of cross-border capital flow in the
GBA, constructed a more open, transparent and efficient
cross-border capital operation system, and laid a solid
institutional foundation for the innovative development

of Hong Kong’s offshore financial market [6].

Positive impacts of capital flow facilitation reforms

on Hong Kong’s offshore financial market

Expanding the scale of offshore RMB business and
consolidating RMB offshore hub status
Cross-border capital flow facilitation reform has greatly
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increased the scale of two-way RMB circulation between
the mainland and Hong Kong. With the continuous
opening of cross-border investment and financing
channels, a large number of mainland enterprises,
financial institutions and institutional investors carry out
cross-border settlement, cross-border financing and
overseas asset allocation through Hong Kong’s offshore
platform. This trend has driven the continuous growth of
Hong Kong’s offshore RMB deposits, RMB bond
issuance volume, RMB fund scale and cross-border
RMB transaction volume.

The ongoing expansion of the offshore RMB capital pool
further enriches Hong Kong’s offshore financial liquidity
system. It provides sufficient capital backing for
innovations across a wide range of offshore RMB-
In addition, this

development consolidates Hong Kong’s dominant status

denominated financial products.

as the world’s largest offshore RMB business center. At
the same time, the continuous improvement of RMB
cross-border circulation efficiency has accelerated the
process of RMB internationalization, making Hong
Kong an important carrier for China’s financial external
opening [7].

Optimizing offshore financial business structure and
promoting industrial high-end upgrading

In the early stage of development, Hong Kong’s offshore
financial business was mainly based on interest rate
differentials and exchange rate differentials between
onshore and offshore markets, and the business model
was relatively single with low added value. With the
continuous promotion of cross-border capital facilitation
reforms, the homogeneity arbitrage space of traditional
offshore businesses is gradually shrinking, forcing Hong
Kong’s financial institutions to carry out business
transformation and innovative upgrading [8].

The liberalization of cross-border capital flows has
spawned a large number of emerging financial demands
such as cross-border asset portfolio allocation, cross-
border risk hedging, cross-border green financing, cross-
border equity investment and cross-border financial
consulting. Leveraging their international professional
advantages, Hong Kong’s financial institutions have
launched a steady stream of high-value-added offshore
financial products and customized cross-border financial
services. These offerings facilitate the shift away from
to comprehensive

traditional arbitrage businesses
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modern offshore financial services. The optimization of
business structure significantly improves the profitability
and core competitiveness of Hong Kong’s offshore
financial industry.

Strengthening Hong Kong’s super-connector function
of global financial resource allocation

As an important bridge connecting the mainland and
global financial markets, Hong Kong’s super-connector
function has been further strengthened under the
background of capital flow facilitation.

On the one hand, convenient cross-border capital
channels help mainland enterprises and institutional
capital to go global smoothly, realizing overseas
investment, cross-border merger and acquisition and
global asset layout. On the other hand, open offshore
financial channels attract a large number of international
capitals to enter the mainland market through Hong
Kong’s professional allocation platform [9].

The two-way smooth flow of capital greatly enhances
Hong Kong’s ability to gather and allocate global
financial resources, strengthens its pivotal position in the
international financial system, and makes it an
indispensable core hub for China’s two-way financial
opening-up.

Improving the liquidity and international influence of
offshore financial market

The continuous increase of cross-border capital
transaction volume has significantly improved the
overall liquidity of Hong Kong’s offshore financial
market. Sufficient market liquidity can effectively reduce
the transaction cost of offshore financial products,
improve market pricing efficiency, and enhance the
attractiveness of Hong Kong’s offshore market to global
investors and financial institutions. With the continuous
deepening of GBA financial integration, Hong Kong’s
offshore financial market has become more closely
linked with global financial markets, and its international
influence and market discourse power have been

significantly improved [10].

Potential risks and practical challenges brought by

facilitation reforms

Intensified cross-border financial risk spillover effect
The improvement of cross-border capital flow freedom
strengthens the market linkage between mainland

onshore finance and Hong Kong offshore finance. When
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there are macroeconomic fluctuations, liquidity tension,
asset price shocks and policy adjustments in either
market, the risks will be quickly transmitted to the other
side through open capital channels. The enhanced risk
contagion mechanism increases the complexity of
financial market supervision, and easily induces cross-
border systemic financial risks, which brings severe
challenges to the stable operation of Hong Kong’s
offshore financial market.

Gradual compression of traditional offshore arbitrage
profit space

Before large-scale facilitation reforms were carried out,
capital controls resulted in market segmentation between
onshore and offshore markets [11]. This segmentation
produced stable interest rate and exchange rate
differentials, which delivered sustained arbitrage income
for Hong Kong’s traditional offshore financial businesses.
As cross-border capital channels keep opening up and
onshore-offshore market pricing mechanisms gradually
converge, the traditional arbitrage space keeps shrinking.
This erodes the profitability of conventional offshore
businesses. In turn, it exerts short-term impacts on the
development of small and medium-sized offshore
financial institutions in Hong Kong.
Increasing homogeneous competition in regional
financial industries

As mainland cities within the GBA further raise their
level of financial openness, Shenzhen, Guangzhou and
other cities have stepped up the development of
cross-border finance, offshore trade finance and
cross-border wealth management businesses. This has
generated a certain substitution effect for Hong Kong’s
offshore financial businesses. The intensified homo-
geneous regional competition makes Hong Kong face the
pressure of customer diversion and business transfer,
which challenges its long-term dominant position in
offshore financial services.

Hidden liquidity fluctuation and short-term capital
impact risks

The liberalization of cross-border capital flows increases
the flexibility of capital entry and exit. Due to changes in
global monetary policies, international capital sentiment
and regional economic fluctuations, short-term
cross-border speculative capital may enter and exit Hong
Kong’s offshore market in large volumes. Such capital

movements result in periodic offshore-market liquidity
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fluctuations, undermine the stability of offshore RMB
exchange rates and asset prices, and create hidden risks
for the sustainable and healthy development of the
offshore financial market.

Optimization strategies for high-quality
development of Hong Kong offshore financial

market

Deepening institutional docking and regional

financial collaborative governance

Financial regulatory authorities of the Chinese mainland
institutional

They should

gradually harmonize regulatory standards covering

and Hong Kong ought to enhance

communication and rule-alignment.

cross-border capital transactions, offshore financial
business supervision, and investor protection. These
measures can lower the institutional friction costs of
establish a

standardized, unified and transparent cross-border

regional financial cooperation and
financial market system for the GBA. It is necessary to
establish a long-term joint working mechanism for
financial supervision and cooperation to promote the
orderly and standardized flow of cross-border capital.
Building a comprehensive cross-border financial risk
prevention and control system

In view of the enhanced cross-border risk spillover effect,
it is necessary to build a full-dimensional cross-border
financial risk monitoring, early warning and emergency
response system. It is necessary to strengthen real-time
monitoring of cross-border capital flow scale, capital
structure and abnormal capital fluctuation, optimize
macro-prudential supervision tools, curb excessive
speculative capital flows, and prevent systemic financial
risks. And also it is essential to achieve coordinated risk
disposal between the Chinese mainland and Hong Kong
markets to ensure the stable operation of Hong Kong’s
offshore financial market.

Accelerating high-end offshore financial product
innovation

Hong Kong’s financial institutions should proactively
transform their development models and reduce reliance
on traditional arbitrage-driven businesses. Instead, they
need to concentrate on developing high-value-added
offshore financial businesses. These include offshore
RMB derivative products, cross-border ESG green

finance, cross-border private wealth management,
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cross-border investment, and cross-border

equity
risk-hedging services. It can continuously enrich the
financial

offshore product system, foster new

and build differentiated

competitive advantages within the global offshore

profit-growth  drivers,

financial market.

Implementing differentiated positioning and
complementary regional development

Hong Kong should fully leverage its strengths in
international financial rules, professional talents and
global resource allocation. It ought to concentrate on
high-end
operations and cross-border high-end financial services.

offshore finance, international capital
In this way, it can build a complementary development
pattern together with Shenzhen’s technology-oriented
finance and Guangzhou’s industrial finance. Avoid
homogeneous low-level competition, realize dislocation
development and resource sharing in the GBA financial
industry, and jointly enhance the overall competitiveness

of regional finance.

Conclusion

The cross-border capital flow facilitation reforms in the
Guangdong-Hong Kong-Macao GBA have brought
profound and comprehensive changes to Hong Kong’s
offshore financial market.

Institutional opening-up expands the scale of Hong
Kong’s offshore RMB business, optimizes its industrial
structure, improves market liquidity and its capacity for
global resource allocation, and strengthens Hong Kong’s
core standing within the global offshore financial system.
Nevertheless, it also introduces potential challenges.
These include cross-border risk spillovers, squeezed
profit margins and regional industrial competition. At the
new stage of regional financial integration, Hong Kong
should accurately seize opportunities generated by GBA
financial opening-up and proactively respond to market
shifts and risk challenges. It can achieve these goals by
deepening  institutional  alignment, enhancing
cross-border risk prevention and control capacity,
accelerating financial product innovation, and adopting
differentiated development strategies.

Only in this way can Hong Kong continuously
consolidate its competitive advantages in offshore
finance, promote the deep integration of regional
financial factors, and help the Guangdong-Hong Kong-

Macao GBA build an internationally competitive first-
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class financial cluster.
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