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As applications are found for the latest 
advances in areas such as artificial 
intelligence, big data, blockchain, mobile 
communications and autonomous systems, 
exciting new business models are created. 
Improvements in, for example, the accuracy 
of risk assessment and cybersecurity, 
mean that everything from peer-to-peer 
lending to niche forms of insurance can be 
delivered in faster, less expensive, more 
creative and reliable ways.

Although we are already engaging with 
these compelling developments in practical 
and relevant ways, we’ve made it our 
strategic goal to position the School as a 
major intellectual power house of FinTech. 
We aim to achieve this status through our 
collaborations with financial institutions, 
regulators, and other research institutions 
in Hong Kong and beyond. Through quality 
training we provide timely knowledge to 
executives and our undergraduate and 
postgraduate students.

Among the areas the Business School 
will focus on are blockchain technology, 
information security research, machine 
learning applications in finance, and 
research on FinTech related innovation and 
entrepreneurship.

By its nature FinTech blurs the boundaries 
between academic disciplines. That is why 
the School has established a FinTech Group, 
comprising 15 faculty members from the 
Departments of Accounting, Finance, and 
Information Systems, Business Statistics, 
and Operations Management (ISOM), to 
chart our way forward.

In this issue of Biz@HKUST, our faculty 
write articles expressing their opinions on 
FinTech and featuring the areas they have 
been studying. Meanwhile, Professor KC 
Chan, the third and fourth term HKSAR 
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Government’s Secretary for Financial 
Services and the Treasury, and Mr Nelson 
Chow, Chief Fintech Officer at the Hong 
Kong Monetary Authority, explain how 
Hong Kong is preparing for a FinTech 
revolution. Mr Benjamin Hung, Standard 
Chartered’s CEO for Greater China and 
North Asia and member of the HKUST 
Business School Advisory Council, and Mr 
Paul Schulte, founder of Schulte Research 
and author of The Advent of Financial 
Technology, examine the future of banking. 
Co-creator of Ethereum (a blockchain 
platform), Mr Vitalik Buterin, tells us 
what new forms of business will be made 
possible by Ethereum, after visited the 
Business School earlier this year.

Elements and aspects of FinTech have 
already been introduced into our existing 
courses and programs, and we are looking 
at the possibility of offering, jointly 
with other HKUST Schools, new FinTech 
programs or courses for students.

Given the way FinTech is opening up 
new opportunities, and disrupting some 
old career paths, it’s unsurprising that 
entrepreneurship is another area attracting 
increasing interest from our students. Our 
newly launched entrepreneurship course 
that integrates crowdfunding into the 
classroom is just one of the ways in which 
the School is making sure this need is met.

Our commitment to sharing our knowledge 
and expertise with the wider society and 
community takes a number of forms. The 
School continues to host regular seminars - 
on FinTech as well as other topics - that are 
open to members of the HKUST community 
and the public.

We hope the many steps we take will 
better prepare the School and our students 
for the impacts of technologies on the 
future of finance.

The ability of digital technology to 
continue transforming the world of 
business and finance - and even the 
basic notion of money - is something 
we at the Business School have been 
aware of for some time.

Online
Edition

Professor Tam Kar Yan
                                      Dean
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The idea that technology is constantly reshaping 
the finance sector is not a new one. In the past, the 
introduction of ATMs, credit cards, online banking and 
program trading have all led to adjustments in the 
business models of financial institutions.

While many of the specifics are still coming into 
focus, the wave of advances grouped under the label 
of FinTech promise a whole new order of rapid and 
fundamental change.

Already, new financial services are riding on the 
momentum of major advances in our ability to amass 
and analyze big data, in artificial intelligence, in mobile 
communications technology, and in the widespread 
application of cryptography. These technologies are 
making the execution of financial transactions cheaper, 
faster, simpler, more convenient, and, potentially, even 
less risky. 

Obviously, new opportunities for the existing 
technology to offer an even broader range of products 
and services have been created. However, with the 
cost of entry to the market radically reduced in many 
areas, the dominant role of incumbents could come 
under threat from tech-based startups, as well as from 
internet-native firms who have built relationships with 
consumers through online channels.

FinTech may also open up exciting new opportunities 
for those supplying and trading tangible goods. If 
digital currencies do “democratize” access to capital, 
and distributed ledgers make trade across borders 
and jurisdictions simpler and cheaper, many previous 
business models which could not be made possible may 
suddenly become feasible.

ln the world of finance, anyone with a bright idea, a 
broad understanding of the technological possibilities, 
the ability to make a sound business plan, and the soft 
skills to build a team of specialists, will, hopefully, have 
a shot.

But new skills need to be learned - by those seeking 
employment as well as by entrepreneurs - and this is 
where institutions such as the HKUST Business School 
could have a significant role to play.
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FinTech’s possibilities

Professor K C Chan, the third and fourth term HKSAR 
Government’s Secretary for Financial Services and the 
Treasury, notes that the term FinTech covers so many 
areas, products and services.

“Entirely new business models are now being 
developed, such as those built around peer-to-peer 
lending platforms and new insurance products sold 
online,” he explains. Parallel advances in the field of 
cybersecurity that include new ways to authenticate 
identity online, help to make these models possible.

He also cites the use of big data by banks and insurance 
companies seeking to achieve a better understanding 
of risk, and therefore make better pricing decisions, as 
other examples of FinTech’s possibilities.

Blockchain technology, or distributed ledger 
technology, first hit the headlines with the launch 
of digital currencies but, in recent years, interest in 
other applications has snowballed. The speed at which 
securities can be traded and mortgage loans approved, 
for example, may be transformed using blockchain. 

The use of this technology to facilitate trade financing 
is viewed as particularly interesting by Professor Chan. 
“Traditionally, this has involved a number of middle 
men, and complex certification and documentation 
procedures, as the goods move across borders. There is 
a potential offered by distributed ledgers to make this 
process quicker and easier.”

Is Hong Kong 
Ready for 
a FinTech 
Revolution?
Across the globe, FinTech promises 
to not only drive the creation of 
a wide range of new and more 
accessible financial services, but 
also promote more competition, 
improve customer experience and 
lower costs.

All, potentially, very good news 
for consumers, but can Hong Kong 
claim a role as an international 
powerhouse when it comes to the 
development and deployment of 
FinTech?
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Is Hong Kong set to seize the 
opportunities?

A future transformed by FinTech is seen as inevitable 
by Professor Chan. “So if we develop the right ecology 
here, and we offer the right incentives, we can make 
Hong Kong the place to come.”

From the city’s first-class digital and travel 
infrastructure upwards, he believes Hong Kong is as 
ready as anywhere else in the world for this revolution 
in finance.

“Hong Kong is a world-class financial center, and 
much often seen as a place that has a good regulatory 
environment with high standards, and as somewhere 
people can work together and collaborate,” he points 
out. 

Mr Nelson Chow, Chief Fintech Officer at the Hong 
Kong Monetary Authority (HKMA), agrees. In light of 
rapid FinTech development, the HKMA has established 
the Fintech Facilitation Office (FFO) in March 2016 to 
facilitate the healthy development of the local FinTech 
ecosystem.

“Hong Kong certainly has the potential to become 
a FinTech hub in Asia, given its well-established 
international financial center status, robust and 
efficient financial infrastructures such as the multi-
currency large-value payment systems - covering the 
HKD, USD, RMB and Euro - and the presence of a large 
number of international IT companies and service 
providers,” he explains. 

However, many of the applications arising from this 
new technology have not yet been tested by an 
economic downturn; it is only prudent that Mr Chow 
also flags up the potential challenges.

“The great challenge for the HKMA is to provide 
adequate protection for FinTech consumers, while 
retaining appropriate flexibility so as not to hinder 

the development of FinTech.  Our job is to find a 
good balance between market development and 
user protection. As for the incumbents, disruption is 
often one of the features of FinTech innovation. They 
will therefore need to adapt their business models 
quickly to fend off the threats of disintermediation, 
displacement and increased competition so as to 
remain relevant in the long run.”

The role of Hong Kong’s government 
and regulators

Compared to the mainland market, Hong Kong is 
relatively small, Professor Chan points out. “So we 
believe the Hong Kong FinTech industry should be 
offering services and solutions beyond our local market. 
We want Hong Kong to be a center of excellence for 
FinTech, in terms of both research and the creation of 
applications.”

As well as encouraging Hong Kong’s financial 
institutions to invest more money in FinTech R&D and 
develop their ties with startups, Professor Chan says 
the government is also committing resources to a 
range of related initiatives.

“We have incentive programs for local startups, and 
to attract startups from outside Hong Kong. The 
government has also established a venture capital fund 
to co-invest with the private sector in local innovation 
and technology start-ups.”

Tech centers such as Cyberport offer low-cost rental 
space to startups and create an ecology of innovation 
and collaboration.

“We’re making resources and research centers 
available,” he says. “Our government-funded Applied 
Science and Technology Research Institute (ASTRI) is 
working with the financial institutions on a number 
of programs whose focus includes cybersecurity and 
blockchain.”
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Professor Chan adds that the government would 
like to see more collaboration between Hong Kong’s 
universities, other research institutes, and businesses 
on FinTech applications.

To succeed in Hong Kong, the emerging FinTech 
industry is going to require an appropriately skilled 
workforce.

“I think we should encourage our young people to go 
into technology and we need to put more resources 
into developing their talent,” he says. “I think HKUST is a 
wonderful institution for that mission. We need people 
who both understand the technology and know how 
to apply those technologies in the business services 
sector, particularly in finance.”

Mr Chow says the HKMA has been actively looking 
for cross-border collaboration opportunities around 
FinTech. 

“Hong Kong could take part in the rapid development 
of FinTech in Mainland China,” he suggests. “Our city 
can act as the bridge and facilitate the entry of Chinese 
firms into the global market and the expansion of 
foreign companies in Mainland China. We also continue 
to look for opportunities to co-operate with other 
jurisdictions and create synergy.”

“If we develop the right 
ecology here, and we offer 
the right incentives, we 
can make Hong Kong the 
place to come.”

Professor K C Chan

Earlier this month, the HKMA and the Office of Financial 
Development Service of Shenzhen Municipality agreed 
to strengthen co-operation between the two cities, 
with a view to creating a more favorable environment 
for the development and use of FinTech by banks and 
other financial institutions.

At the end of last year, the HKMA and the UK Financial 
Conduct Authority entered into a cooperation 
agreement to foster collaboration between the two 
regulators in promoting financial innovation. 

In Hong Kong, the HKMA has implemented the 
Cybersecurity Fortification Initiative for the banking 
sector, conducted research on Distributed Ledger 
Technology, launched the HKMA-ASTRI Fintech 
Innovation Hub as well as Fintech Career Accelerator 
Scheme to offer more than 100 internship places 
for students in Hong Kong, and partnered with the 
Cyberport to help banks and Stored Value Facilities 
(SVF) issuers to host Hackathon and Accelerator 
competitions.

On regulating SVF, the HKMA launched the SVF 
supervisory regime. As of today, 13 SVF operators and 
three banks have issued SVF.
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“Hong Kong can act 
as the bridge and 
facilitate the entry 
of Chinese firms into 
the global market 
and the expansion of 
foreign companies in 
Mainland China.”

Mr Nelson Chow

“We believe these initiatives and collaborations could 
provide significant opportunities for financial and 
FinTech companies to enhance their services not only in 
Hong Kong, but also globally,” Mr Chow says.

Developing the regulatory 
framework

In what is likely to continue to be a rapidly changing 
market environment, Professor Chan suggests that 
regulators and industry players have to make greater 
efforts to understand each other.

“You want to encourage innovation but, at the same 
time, you also have to offer basic investor protection. 
It is nice that the HKMA has put in place a FinTech 
Supervisory Sandbox for pilot FinTech initiatives, 
and the Securities and Futures Commission and the 
insurance regulator have also set up their own offices 
on FinTech.”

It is good for the industry if the customers and investors 
feel comfortable, otherwise no new product or service 
is going to be viable. A balance needs to be struck, he 
advises. “You have to set a regulatory standard that 
allows people to trust, say, a securities trading platform 
or a cybersecurity application.”

For those who worry whether regulators might stifle 
innovation by setting their standards too high, Mr Chow 
has some words of reassurance. He says that decisions 
on the development and implementation of regulatory 
frameworks and requirements will be based only on 
the intrinsic characteristics of the financial activities or 
transactions, and on the risks arising from them. 

“We will not introduce undue exemptions or excessive 
requirements simply because novel technologies have 
been used,” he says.

He adds that although Hong Kong’s legislation and 
supervisory guidelines provide clear and precise 
regulatory requirements for the various financial 
services and products that are regulated by the HKMA, 
the authority understands that some FinTech startups 
may need help to grasp the rules. 

“We will continue to keep in close touch with the 
industry - including FinTech startups - and ensure it 
understands correctly the regulatory requirements 
by creating a smooth process when they launch new 
services and products.”
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The power of game-changing 
technology

The genesis of what’s happening today lies in the ideas 
that were around in the 1980s and 90s, when the 
technology just wasn’t present to realize them,” says Mr 
Schulte. “Now, the things you can do are breathtaking 
- and what is huge for entrepreneurs is that, today, you 
can do phenomenally more with phenomenally less.”

He cites the smartphone as the big game-changing 
technology. With the collapse in the price of technology 
over the last decade, there are now billions of 
smartphones in the world and sensor technology is 
becoming ubiquitous. 

“So the things we can count are virtually infinite and the 
data we have is virtually infinite,” Mr Schulte suggests. 
“Some of the new possibilities in the world of finance 
include: a new way to do credit ratings; a new way to 
allocate capital; new replacements for commercial 
banks; new forms of currency; a new way to regulate 
publicly-listed companies; and, a new way to measure 
sentiment.”

Which FinTech 
Future Should 
We Bank On?
It seems clear FinTech will continue 
to drive radical change in the 
market for banking services. But 
one unanswered question is: will 
the application of these advances 
in digital technology open up a 
myriad of new opportunities for 
the established giants, or will it 
fundamentally disrupt the business 
model that has made traditional 
banks so profitable in the past?

Two men who see fundamentally 
different futures for the banking 
sector are Mr Benjamin Hung, 
Standard Chartered’s CEO for 
Greater China and North Asia, 
and member of the HKUST 
Business School Advisory Council 
- and someone with decades of 
experience in the industry - 
Mr Paul Schulte, founder of Schulte 
Research and author of The Advent 
of Financial Technology.

Mr Paul Schulte
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Mr Hung believes the ways in which Standard Chartered is already 
leveraging the latest cutting-edge technologies to improve its 
clients’ banking experience, demonstrates the bank’s commitment 
to FinTech and to its development in the region.

“We have recently completed a proof of concept using Distributed 
Ledger Technology (DLT) in trade finance, with participation from 
the local regulator, financial advisory firms and other major banks,” 
Mr Hung explains. “We digitized the paper-intensive trade finance 
processes and enabled real time information sharing among banks, 
importers, exporters, and other players in the trade ecosystem.”

He also points to the fact that the bank has been an inaugural 
partner of the SuperCharger FinTech Accelerator program since 
2015. This program supports international growth-stage FinTech 
companies as they expand in Hong Kong and Asia.

“We have recently initiated proof of concept projects with two of 
these companies to provide better services to our clients,” he adds.

Even so, when it comes to the elements that make up FinTech, Mr 
Schulte wonders whether the technology tail will end up wagging 
the finance dog.

The future of banking

“Ten years ago the total market caps of the banks were 50% larger 
than that of the technology companies, but now the banks’ market 
caps are 60% less,” he notes, quoting Bloomberg figures. 

He views organizations such as Alibaba as huge challengers to the 
supremacy of traditional banks in the world of finance.

“What is happening to finance is what happened to retail several 
years ago. The biggest bank in the world in six years’ time will be 
Alibaba, without a shadow of a doubt.”

Having started out as an e-commerce platform, Mr Schulte says 
Alibaba now has the largest money market fund in the world 
according to the FT and, having been around for 17 years, has 
become a household name.

Alibaba representatives have told Mr Schulte that, in 2012, the 
company realized the smartphone was going to take away their 
business. “Their first focus became: get the business on the 
smartphone - and there was no two, three, four or five on their list.”

Now, Mr Schulte says, Alibaba has created an ecosystem on the 
smartphone for “car registration, marriage, death, birth, sickness, 
hospital visits, and everything you buy”.

He points to the literature and research that describes how difficult 
it can be for large, long-established businesses to upset the apple 
cart of a previously tremendously profitable model in the face of 
disruptive innovation. However, while he does see the major banks 
shrinking, Mr Schulte admits he has seen a shift in the attitude of 
these institutions of late, as well as a greater willingness to seek 
partnerships with young tech companies.

Mr Hung echoes this assessment of the current trend of 
collaboration. He acknowledges that many FinTech companies 
provide great products and a superb user experience, and foresees 
more opportunities for collaboration than competition in the 
relationship between Standard Chartered and these businesses.

Mr Benjamin Hung
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“FinTech companies are quick at adopting modern 
technologies to develop innovative products but 
very often these young companies may have limited 
financial strength and access to clients’ transaction 
history,” Mr Hung says. Meanwhile banks, he adds, 
have a large client base and are more experienced in 
managing risks. “By marrying the strengths of FinTech 
companies and banks, we believe we could provide 
safer, better, and more efficient ways of banking which 
ultimately benefit the community.”

He believes Standard Chartered always puts a great 
focus on innovation and the deployment of technology, 
something he says was highlighted by the bank’s 2015 
decision to invest up to US$3 billion over three years in 
technology and systems.

What next for FinTech?

To ensure a bright digital future for Hong Kong’s 
economy, including its financial sector, Mr Schulte urges 
a much more intense and well-resourced collaborative 
effort between the government, the universities and 
the private sector. 

“Hong Kong has to support entrepreneurialism, support 
R&D, support the commercialization of technology, give 
grants and offer research facilities,” he says. “To think 
that the private sector can do this by itself is naive.” 

He lists Singapore, the United States and the UK as 
being among the countries that “get” this.

Education is going to be key to a prosperous future 
for Hong Kong, Mr Schulte says. Engineering programs 
have to be integrated with business programs, and 
“HKUST has a critical role to play in making this 
happen”.

“Ten years ago the 
total market caps 
of the banks were 
50% larger than that 
of the technology 
companies, but now the 
banks’ market caps are 
60% less.” 

Mr Paul Schulte
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An understanding of coding, and the possibilities of big 
data and artificial intelligence (AI) should all become 
significant elements of MBA programs, he says. “We 
have to tear down the silos within universities, as they 
don’t work.”

As a member of the Financial Services Development 
Council, Mr Hung is heavily involved in advising the 
sector on the changes that are coming. He cites three 
major FinTech developments he thinks may reshape 
the banking industry.

“DLT is a series of database networks which enable 
multiple parties to create and access a secure, 
transparent and immutable record of exchange, 
without the need for a central coordinating party,” he 
says. This technology should facilitate collaboration 
and help reduce risk, improve efficiency and lower 
costs.

Second he sees AI having a positive impact on, 
potentially, every process in a financial institution. “For 
instance, an AI robot can understand and respond to 
client inquiries instantly. It can provide customized 
investment recommendations based on a client’s 
risk appetite and investment history, help financial 
institutions improve analytics and fraud prevention 
capabilities.”

Finally, biometrics technology, via fingerprint, voice 
or other forms of biometrical identification, should 
enhance security around access to bank balances, 
credit cards and investment accounts. “With the 
continuous advancement in biometrics technologies, 
banks can deliver more advanced services over mobile 
devices in the future.”

“By marrying the 
strengths of FinTech 
companies and banks, 
we believe we could 
provide safer, better, 
and more efficient 
ways of banking which 
ultimately benefit 
the community.”

Mr Benjamin Hung
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Where is Ethereum in its evolution?

“We are at an early- to mid-stage now. The technology 
is well established for some things, but for applications 
that really try to reach the mainstream with many 
millions of people, it’s not at that stage. You still need 
another, maybe, two to five years for the tech to get 
there.”

Do you see new forms of business 
being made possible by Ethereum?

“One of the ways I think about blockchain is as a very 
low-cost and low-infrastructure-intensive way to create 
economic institutions. What this means is, groups 
of people who might not have had the resources to 
cooperate with each other, before, or might not have 
had the ability to coordinate, communicate, and secure 
trust between each other, may now be able to much 
easier. So I could see blockchains being useful for 
people looking to start businesses in the developing 
world, or internationally, when you have five developers 
scattered across five different countries. In general, 
anything that’s underserved by existing markets.”

How closely is blockchain 
technology tied to 
cryptocurrencies?

“I think cryptocurrency is definitely the first large 
application but it’s only one of many. There’s also stuff 
around the Internet of Things, there’s smart contracts, 
peer-to-peer insurance, financial agreements, identity 

Putting Blockchain 
to Work at HKUST
Vitalik Buterin is the 23-year-old co-creator and 
inventor of Ethereum, the blockchain-based platform for 
running smart contracts. Earlier this year, the Business 
School welcomed Buterin for an interactive dialogue 
and a workshop that took students through the process 
of developing a simple contract on Ethereum.

management, and other things that are not part of the 
financial space at all. Cryptocurrency is going to end 
up having some role in a lot of these applications even 
though they are not necessarily going to be ‘about’ 
cryptocurrency. It’s like shopping in stores; stores can’t 
function without money but you don’t really think of 
stores being about money.”

What are the obstacles to the 
widespread adoption of blockchain 
technology?

“I’d say there are three major challenges. One is 
security, and I’d say there are several major categories 
of security. One of them is security of the protocol, 
just making sure the blockchain doesn’t break in half. 
The second is the security of smart contracts on the 
blockchain. The third is the security of the interaction of 
users with the blockchain. Outside of safety, privacy is 
one. Can we come up with ways to use the blockchain, 
while minimizing data leaks but still getting all the 
benefits we want out of things like smart contracts? 

And the third is scalability. Basically, right now the way 
blockchains work is every computer in the blockchain 
network processes every transaction. This also 
means that the entire network cannot process more 
transactions than one single computer - which starts to 
make it look a bit limited. 

I think all three of these issues can be resolved, say over 
the next three to five years, and that will really enable 
the next major wave of applications.” 
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How did your interest in blockchain 
develop and lead to your role in the 
creation of Ethereum?

“I first heard about bitcoin back in 2011. I was already 
interested in some of these topics; I was interested 
in cryptography, economics, all this stuff. At first, 
I was actually skeptical because I thought this was 
a currency backed by nothing, so why would this 
possibly be valuable? But then I was attracted to the 
idea that a community of people could basically create 
this fundamental financial institution, a currency, 
completely from scratch without relying on any existing 
established systems. And that this was something you 
could build an entire economy on top of. I remember 
that felt very empowering. 

At some point at the end 2013, I realized there is so 
much other stuff you need to rethink how you’re going 
to build a blockchain in order to support all of this. So 
I came up with this idea of a blockchain that contains 
a general purpose programming language. So for any 
application that you have you can encode the rules of 
that application into a piece of code, upload the code 
to the blockchain and run it. And Ethereum started 
from there.”

The two guest speakers, Richard Vibert and Jehan Chu (middle 
and right), talk about the potential of blockchain applications in a 
discussion session moderated by HKUST Professor Hui Kai Lung.

Which 
Applications 
Are Real?
May’s BizInsight@HKUST Lunch 
Seminar on ‘Blockchain in Business’ 
was addressed by Richard Vibert, 
Investment Associate in Arbor Ventures’ 
Hong Kong office, specializing in 
blockchain and big data technologies, 
and Jehan Chu, Managing Partner at 
Jen Advisors, an early-stage blockchain-
focused venture capital fund.

Vibert presented an overview of the 
real-world use cases of blockchain 
technology in a number of areas 
including digital currency, payment 
and supply chain. Broadly assessing its 
potential, he said: “What we’re talking 
about is Internet No. 2.”

Chu spoke on the theme of ‘Liquid 
Equity: Tokenization and the future 
of Blockchain-based Capital’. He 
described how this new technology 
democratizes access to capital and to 
the capacity to store capital. 

“Bitcoin and cryptocurrencies do this 
by divorcing identity from the process,” 
he said.

To watch the seminar
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The year is 1967. Everyone is talking 
about the Hollywood movie 
The Graduate, especially about this 
dialog:

Mr McGuire: Are you listening?
Benjamin: Yes, I am.
Mr McGuire: Plastics.
Benjamin: Exactly how do you mean?
Mr McGuire: There's a great future in plastics. 
Think about it. Will you think about it?

FinTech: 
Observations of 
a Skeptic

Fast forward 50 years to 2017. We 
now know, with the wisdom of 
hindsight, that plastics did not have 
a great future. But now everyone is 
talking about this dialog:

Mr Hype: Are you listening?
Utpal: Yes, I am.
Mr Hype: FinTech.
Utpal: Exactly how do you mean?
Mr Hype: There's a great future in FinTech. 
Think about it. Will you think about it?
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I have been thinking a lot about FinTech. Why? Because 
I, a finance professor, am being told that if I do not 
adapt to this new technology, I will become a dinosaur. 
The fear of obsolescence is a great motivator. But 
to think about something, you first have to define it. 
What does FinTech mean? I asked the “experts”. That 
was useless, because it meant different things to 
different experts. So I consulted the report that the 
Steering Group on Financial Technologies set up by 
the Hong Kong Government in April 2015 produced. It 
said: “FinTech refers to the application of information 
and communication technology (‘ICT’) in the field 
of financial services, including such areas as digital 
payment and remittance, financial product investment 
and distribution platforms, peer-to-peer financing 
platforms, cybersecurity and data security technology, 
big data and data analytics, and distributed ledger 
application to new asset classes and processes.”

The question for me as a finance professor is whether 
there is more fin here or more tech. My answer for each 
of these areas:

1) Digital payment and remittance: All tech, little fin. 
E-payments are not new. Credit cards came in 1946 
(John Biggins, USA, 1946, “Charg-It”). Then came 
Paypal in 1998, but payments had to be guaranteed 
with credit cards. Then came mobile phone 
companies – Vodafone in Kenya in 2007 – where 
talk minutes became cash and could be transferred. 
Now with new technologies and smartphones, 
buyers and sellers are identified by matrix-like bar 
codes (called QR codes), and their bank accounts 
are automatically debited or credited when there 
is a transaction. Nowhere has this grown as fast as 
in China (WeChat or Alipay for example) and that is 
because the traditional banking system there has 
not served the customer very well. Some banking 
functions will disappear.

2) Financial product investment: Mostly tech, little fin. 
Modern finance begins with Harry Markowitz in 1952. 
His model, and numerous advancements thereof, 
advise on how to invest to maximize our expected 
return given our risk. In the real world, however, 
there are numerous obstacles. First, the model 
requires a lot of data about the past performance 
of assets to estimate their future return and risk. 
Second, it requires this data in real time, and it does 
complex computations in real time. Third, and the 
most important and the most difficult, it requires 
us to be rational. Robo-advisers solve some of these 
problems. A set of complex algorithms are linked 
to real-time data inputs from the financial markets, 
inputs about demographics and preferences from 
the advisee, and, if the advisee so delegates, 
dynamic portfolio rebalancing by algorithmic trading 
done by the machine. Financial advisors and wealth 
management experts may disappear.

3) Peer to peer financing platform/crowdfunding: 
Mostly tech, little fin. Humans have been borrowing 
and lending since humans began. The fundamental 
problem has always been trust: will the lender 
get the money back, hopefully with interest? This 
problem has been ameliorated with the rise of 
trusted intermediaries like banks. But banks have 
their own problems. Peer-to-peer financing is an 
attempt to remove the banks. Borrowers approach 
a platform with loan requests, information about 
themselves and the proposed use of the loan. 
Sometimes credit scores are provided. The platform 
decides on an interest rate, and puts the loan up for 
viewing. Lenders then decide how much to lend, if 
any. Some loans are subscribed to, some are not. 
There is a lot of default. But more important, and this 
is true in China where hundreds of these platforms 
mushroom every year, there is a lot of fraud. It is not 
so easy to get rid of banks. So again, some banking 
functions will disappear.
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4) Cybersecurity and data security: All tech, no fin. 
This field holds a lot of promise, but we finance 
professors have little to contribute here. 

5) Big data and data analytics: Mostly tech, little fin. 
The heart of investment finance, as I mentioned 
before, is how to maximize expected return given 
risk. The inputs in this model are predictions of 
future risk and return of various assets. If the inputs 
(predictions) are bad, the output will be bad. GIGO 
(garbage in, garbage out). So prediction is big 
business in finance. However, pattern detection and 
other models current data scientists use have yet to 
prove themselves definitively in finance. Financial 
analysts – professionals who predict the current 
and future health of companies – may disappear. 
Financial regulators will be able to detect more 
fraud.

6) Distributed ledger application: Half and half. 
Though this technology is complex, the big ideas are 
simple. And the biggest idea is really big: we do not 
need trust any more. In the old days, if A buys from 
B, it shows up as a double entry in a private ledger. 
If there is a dispute, an intermediary is needed. In 
this new technology, transactions are encrypted 
and grouped into blocks, and blocks are chained to 
each other. Everyone can see it. The ledger becomes 
universal. Changing one data item changes the 
whole chain, and that can be observed, and so fraud 
is impossible. Anyone can join the network. They can 
compete to authenticate and create a new block, 
and the fastest person is rewarded. These persons 
are called miners. Miners are the new accountants. 
The disruptions caused by this new technology 
are huge: auditors will be displaced, sovereign fiat 
money may be displaced by private crypto-currencies 
and monetary policy will have to be rethought, 
intermediaries in supply chains will disappear and 
working capital may disappear, etc., etc.

7) Smart contracts: Half and half. This technology was 
not mentioned, but this is where the finance excites 
me the most. For example, we would like to invent 
a contract where a firm takes a loan and promises 
to pay it off every six months, but is excused for 
a month if there is a typhoon. This is difficult to 
enforce today. When there is no typhoon, the firm 
may not pay, and recovery is painfully slow. If there 
is a typhoon, the typhoon is difficult to define. In 
a smart contract, typhoons are defined as wind 
speeds above 150kms per hour, and the contract 
is linked to the local weather station and the local 
electricity utility. If there is no typhoon and the firm 
does not pay, its electricity is automatically switched 
off. If there is a typhoon and the firm does not 
pay, its electricity is not switched off. Only better 
borrowers will sign such contracts. They will obtain 
lower interest rates, and the lenders will get a higher 
quality pool of borrowers. The insurance business 
model will change.

I am 58. I have lived through the plastics hype, the AI 
hype, the dot com boom hype, and I will live through 
the FinTech hype. No fewer than 485 US car companies 
began in the first decade of the 1900s; today only three 
remain, but they still employ many workers. Thousands 

of FinTech companies began in the first two decades of 
the 2000s; few will remain in about 10 years. The few 
who remain will change the lives of most of us for the 
better. Finance professors will not become dinosaurs; 
at least, not until greed and reason are removed from 
human nature. But finance professors will have to 
adapt because their students will not get the same jobs 
as before. Other business school professors will also 
have to adapt.

Opportunity and skepticism could be the two guiding 
principles. Take peer-to-peer financing, for example, 
in the case of finance professors who teach banking. 
New banking models can be taught on this platform 
with a critical eye on two old concepts – adverse 
selection and moral hazard. The new models should 
minimize lower quality borrowers, and they should 
minimize risk-taking after the borrowing. Take 
distributed ledger application, for example, in the 
case of accounting professors who teach auditing. Can 
they really allow an open source where all business 
secrets will be revealed? Take big data, for example, 
in the case of marketing professors who teach 
consumer marketing. Are the observed patterns a 
cause or an effect? Take blockchains, for example, in 
the case of operations research professors who teach 
supply chain management. The dark side of efficient 
interconnections is the increase in the probability of 
contagion. Management professors could invent new 
business models with smart contracts, and economics 
professors can rank order these models by their 
benefit-cost ratios.

I could go on and on. The skeptic in me believes that 
FinTech is just better plumbing for most business 
models. The opportunist in me believes that we can 
retool our business courses to reflect that and, in 
the few cases where the business model changes, 
introduce new courses. The marriage between 
technology and business has now entered a different 
phase. Management schools will have to teach how to 
manage that. They will become even more relevant.
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By Assistant Professor Zheng Rong, Department of 
Information Systems, Business Statistics & Operations 
Management, HKUST Business School

Already, peer-to-peer (P2P) lending websites provide 
a platform that efficiently matches borrowers with 
investors from anywhere in the world, a new financing 
model that has shortened the loan approval process to 
minutes compared to weeks or months at traditional 
banks. It also opens up the opportunity for anyone 
wanting to become an entrepreneur, by lowering 
financing barriers. According to Morgan Stanley, 
online loan volume in the US market is expected 
to reach US$120 billion in 2020, up from US$20 
billion in 2015. In investment management, many 
big companies such as BlackRock Inc. and Vanguard 
Group Inc. are using computer algorithms called “robo-
advisers” to automatically adjust portfolios, according 
to a customer’s risk preferences. Some investment 
institutions have used artificial intelligence methods 
to automate trading decisions, or have even started 
to make algorithms self-learning. In capital markets, 
blockchain, the freely available database that underpins 
the digital currency bitcoin, has prompted much debate 
as to whether it will replace existing methods of 
transmitting assets and currencies. Blockchain also has 
the potential to simplify the way securities are traded, 
settled and recorded. All these phenomena fall under 
the umbrella of what we called “FinTech”.

Among others, one important promise of FinTech is 
that there will be greater reliance on algorithmically-
determined financial decisions in areas such as loan, 
insurance and stock picking. The advancement of 
artificial intelligence methods has been the propeller 
facilitating the transition in such a direction. Although 
humans have the advantage in intuitive and creative 
thinking, machines are better at weaving through the 
data and finding hidden connections among different 
variables. Given the exponential growth in the size 

You have heard the word “FinTech” 
on various occasions: TV, social 
media, or even friends’ parties. Is 
it just a buzzword floating around 
nowadays? The answer is likely no. 
More and more people are starting 
to believe that FinTech is a new 
wave of digital revolution that could 
fundamentally change the financial 
industry and, therefore, our lives in 
many aspects.

of data, the computational advantage of machines 
begins to outweigh their weakness in sense-making, 
enabling them to play more roles in business decision-
making. Below, two examples are presented to show 
the power of computational methods in extracting new 
information from traditional financial documents.

Uncover new info from financial 
documents

In a collaborative research project by Allen Huang 
and Amy Zang from the Department of Accounting 
at HKUST, we use the naïve Bayes machine learning 
approach to address the challenge of extracting 
information from a large volume of textual data in 
a financial analyst report. A typical analyst report 
contains both quantitative summaries including stock 
recommendation, earnings forecasts, target price, and 
a detailed, mostly textual analysis of the company. Our 
research found that the textual discussions in analyst 
reports provide information to investors beyond 
that contained in those quantitative summaries. We 
achieved the information extraction by using the naïve 
Bayes algorithm that can quantify analysts’ sentiment 
about the covering firms from their written text. 

The overall implication here is that a machine can 
replace a human in processing large amounts of text in 
a much more efficient way. This information extraction 
procedure also helps us understand more about 
the interplay between investors and various types 
of information. Interestingly, we find that investors 
react more strongly to negative than to positive text, 
and that analyst report text is more useful when 
it places more emphasis on non-financial topics, is 
written more assertively and concisely, and when 
the perceived validity of other information signals in 
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the same report is low. Finally, analyst report text is 
shown to have predictive value for future earnings 
growth in the subsequent five years. As the first 
large-sample evidence on the information content of 
analyst report text, this research study shows good 
potential in applying computational methods in the 
domain of financial documents. Thanks to the help of 
computer-based information processing techniques, 
the information in the text is no longer hidden or hard 
to extract.

As an information intermediary, financial analysts 
interpret information that has been already in the 
public domain, or discover new information that is not 
readily available. In a separate study, we try to quantify 
analysts’ two information roles by comparing and 
contrasting the thematic content of analyst reports to 
that of corporate disclosures. To extract the “topics” 
of the two types of financial documents, we use an 
advanced topic-modeling methodology from machine 
learning and natural language processing research 
called Latent Dirichlet Allocation (LDA). 

This methodology allows us to construct novel 
measures of the thematic content extracted from 
analyst reports and conference calls, and to identify 
analysts’ information discovery and interpretation 
roles. We show that analysts do play the two roles 
by discussing exclusive topics beyond those from 
conference and interpreting topics from conference 
calls. In addition, we find that investors place a greater 
value on the analyst information discovery role 
when managers face greater incentives to withhold 
value-relevant information. Analyst interpretation 
is particularly valuable when the processing costs of 
conference call information increase. 

Data beyond human’s ability to 
process

One common feature of the above two research 
studies is that computer algorithms are used to extract 
and quantify some otherwise fuzzy concepts: analyst 
sentiment in the first study, and analyst information 
discovery and interpretation effort in the second 
one. The computer achieves it by aggregating a huge 
amount of data which is surely beyond any human’s 
ability to process. Even though humans can understand 
intuition through very limited observations, it is hard 
for them to transfer the intuition or knowledge to 
other people. The computational limitation and the 
qualitative nature of the human knowledge are the 
underlying reasons why computers will eventually 
outperform humans in more and more settings.

FinTech does not come as a free lunch, however. 
Algorithm-based decisions are not immune to 
anomalies and manipulations. On 6 May, 2010, the Dow 
Jones Industrial Average dropped 998.5 points (about 
9%), mostly within minutes. This sudden market crash 
was later attributed to the algorithm trading systems 
being manipulated by a trader. Technology evolution 
in the financial industry is particularly challenging 
because it might affect the financial system’s safety 
and soundness as a whole. Many regulation issues arise 
with the new financial systems such as P2P lending and 
bitcoin. We are certainly in the early stages of learning 
how to protect consumers and the financial system 
without stifling innovation. 
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Former and current Global Business (GBUS) 
undergraduate students, Johannes Jaeger and Sandra 
Sobanska, met at HKUST. In May this year, the duo saw 
the unique hackathon they co-created, take wing and 
fly.

Hack Horizon charged 32 talented entrepreneurs, 
engineers and designers - chosen from more than 700 
applicants from around the globe - with the mission 
of building new products and services that can make 
travel “simpler, safer, cheaper and way more fun”.

Blue-sky thinking

What made Hack Horizon one of a kind was the fact 
that 12 hours of this three-day event took place at 
40,000 feet above the ground, with participants 

commandeering the premium economy section of a 
British Airways flight from Hong Kong to London to 
develop their ideas.

Getting such an ambitious project off the ground took 
18 months of planning and hard work.

“For Asia, hackathons are still a very new thing,” 
explains Jaeger, who handled operations on the project 
and worked with the sponsors and partners in Hong 
Kong. “Getting the first key partner, an airline, on board 
was very tough - and most of our other contracts were 
conditional on us getting the airline.”

During the course of this event, the participants were 
given a unique opportunity to immerse themselves into 
the passenger experience and understand better the 
industry in two major cities in the world.

S p i r i t  S o a rS p i r i t  S o a r
As well as teaching many of the skills the new breed of entrepreneur will 
need, the HKUST Business School also serves as an incubator for real-world 
ideas and a place where creative relationships and teams can be formed.
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Sobanska’s brief included marketing and design. She 
says she was struck by how radically the participants’ 
ideas changed, and were refined, as they took 
advantage of the access to industry insiders’ knowledge, 
and the opportunity to meet customers, opened up by 
the competition.

The 32 participants split into eight teams to design 
a wide range of prototypes. Ideas included an end-
to-end security luggage transfer service powered by 
blockchain, and a smart watch that leverages deep 
learning to personalize the passenger experience at 
airports. 

“Ultimately, the winning ideas were the ones most easy 
to implement,” Sobanska points out.

Kostadin Kolev and Kristy Hart, the other co-founders 
behind Hack Horizon, handled the UK end. 

1

3

2

4

Hack Horizon's Co-Founders
1. Sandra Sobanska - BBA (Global Business) Class of 2018
2. Kristy Hart
3. Kostadin Kolev
4. Johannes Jaeger - BBA (Global Business) Class of 2017

At a final pitch event at the London Transport Museum, 
Destination, an ”inflight entertainment to mobile” 
retail solution, took first place in the contest.

“It is a great honor to win and we all considered 
ourselves lucky to have the chance to go behind the 
scenes in the travel industry,” says the winning team. 
“We could validate our ideas with technical experts 
including representatives from airlines, airports and 
fellow passengers in both Hong Kong and London, 
which was invaluable and definitely not possible in a 
typical hackathon.”

“We’d like to thank the organizers for the connections 
we all made both professionally and many new friends.”

Given their experience, Jaeger and Sobanska would 
now like to see the government take advantage 
of the strengths Hong Kong has, and support the 
development of a local TravelTech industry in the same 
that they are encouraging the FinTech sector.
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What’s next?

While Jaeger doesn’t believe entrepreneurship is 
an easy road, he does have some advice for those 
considering striking out on their own.

“After university, working for an MNC for four-to-six 
years before launching a startup, is probably the best 
thing you can do,” Jaeger says. “You learn about the 
way these companies work, you get paid to network, 
and you have a pretty good understanding of the 
processes that are in place.” Sobanska agrees, adding, 
“And then you have some money to burn as well.”

She also advises would-be entrepreneurs to take full 
advantage of their time as students. “At HKUST we have 
a safe space to try these things out.”

Alongside her studies, Sobanska currently works with 
a startup. She identifies her strengths as lying in the 
field of user experience - UX, UI, as well as community 
building and product management - and would look to 
work with technology companies, or startups, once she 
graduates.

“A lot of corporations now have an in-house accelerator 
or innovation lab. That would be interesting to me,” she 
says. 

Jaeger is very open about what comes after Hack 
Horizon.

“I’d say my biggest strength right now is the network 
I’ve built up within the travel industry over the past 18 
months, and the experience I’ve built up on the sales 
and operations side.”

Making the key connections

According to Jaeger, beyond a good idea, the success 
of a project such as Hack Horizon, or of a startup, relies 
on one key element. “Everything is pegged onto the 
quality of the team,” he says.

This is where forums such as universities can be so 
valuable.

For two years, Jaeger was a member of the HKUST 
Underwater Robotics team that was ranked the best 
in Asia and third best in the world. With a fellow team 
member, Jaeger then got together with Sobanska 
to start a company called Plain Exchange - a peer-to-
peer platform to allow people with offsetting currency 
needs to meet and exchange money. 

“We ended up winning the worlds’ biggest hackathon in 
the States in November 2015,” he notes.

Despite interest from users, Plain Exchange was 
stymied by the unwillingness of a major mobile apps 
platform to distribute the application.

However, via Plain Exchange, Jaeger had first begun 
working with Sobanska. The international links in the 
Hack Horizon team were also forged at HKUST. Kolev 
was an exchange student from the UK when Sobanska 
met him, while Hart was a friend Kolev had worked with 
back in Britain.
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Equip Young Entrepreneurs 
for Business Success
For anyone without the backing of an established company, having a good 
idea is just stage one in the process of producing a profitable new product 
or service. 

In addition to devising a solid business plan, and 
building a team that can successfully deliver on the 
concept, some capital is almost always essential to put 
together prototypes and research the market. 

But until recently, if no angel investors stepped 
forward and there were no wealthy family members or 
friends willing to take a risk, the options available have 
been extremely limited. However, the emergence of 

crowdfunding is changing this scenario.

Turn an idea into reality

The Department of Management’s Professor Sam 
Garg has been teaching the Business School’s popular 
Entrepreneurship elective course for several years. 
This year, for the first time, his students are not only 
producing a business plan for a new product, they are 
also using reward-based crowdfunding to raise the 
initial money needed to turn an idea into reality.  

“Crowdfunding is changing the landscape of early-stage 
financing,” Professor Garg explains. “By the end of the 
semester, the students will have gained experience in 
raising money, and be in a position to run with their 
business plan.”

In previous years students have formed companies that 
have continued after the end of the course.

Using the Hong Kong-based SparkRaise platform, the 13 
campaigns launched by Professor Garg’s student teams 
have secured pledges totaling over HK$225,000 in just a 
short period of 30 days they ran their campaigns during 
the semester. Hardware projects include a collapsible 
filter bottle, aimed at athletes and hikers, and a gadget 
for retouching nail polish on the move.

“But a large number of the products were app-
based ones,” Professor Garg notes. One example 
is Lingo2GoGo, an app which helps users engage in 
informal conversations in other languages. 

“Another app is called Capool, which was inspired by 
a problem students had on campus - very long bus 
queues,” Professor Garg says. The app enables users to 
identify who’s heading in the same direction as them so 
that taxis can be shared. 

Bosco Tam, who is majoring in Information Systems and 
Management, is part of a team developing a jewelry 
design and sales platform called MIGLIA+.

“Customers and designers can submit their designs to 
our platform and we can produce them and sell them 
to customers,” Tam explains. So far he and his team 
have raised US$2,816, or 94% of their target to develop 
a prototype.

During the course, Tam says, he’s learned a lot about 
problem-solving, and about the ways in which conflicts 
can arise in teams. Although he has wanted to become 
an entrepreneur for some time, he says, “the course has 
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“The business plan forces you to think very carefully 
about issues such as how much money you need, who 
your customers and suppliers are going to be, and your 
pricing,” he says.

He also points out that crowdfunding is not a substitute 
for venture capital. “This is money that allows you 
to prototype, to do some market testing, so you can 
then go on to raise venture financing. In some sense, 
therefore, this democratizes venture financing and 
entrepreneurship.”

The Entrepreneurship elective not only attracts 
Business School students but engineers and scientists 
as well. “We also get masters students enrolling, and 
it’s one of the core courses of the university-wide Minor 
in Entrepreneurship,” Professor Garg points out.  

Professor Garg says he doesn’t know of a similar course 
at any other major research-oriented business school 
that contains a crowdfunding element.

A Dual Degree Program student (Computer Science 
and General Business Management) Michael Wong says 
crowdfunding is the best experiment that this course 
provided, with opportunities to pitch his ideas and seek  
funding, and learn from mistakes. 

With a passion to pursue his entrepreneurial journey, 
Michael says the crowdfunding campaign provides 
valuable experience and makes him smarter in choosing 
the right idea for his real-life startup in the future.

given me a practical insight into what it will be like”.
After an initial session on developing ideas, the 
students formed teams, and Professor Garg worked 
with them on refining their most promising concepts.

Find out potential customers and 
competitors

“What I think is very useful for everyone in the class is 
that they are forced to go out and speak to potential 
customers, competitors and suppliers,” he says.

In previous years the mentors assigned to work 
with the teams have been either investors or serial 
entrepreneurs. “This time we had mentors with 
experience in crowdfunding, and who know about 
startups.”

In the reward-based crowdfunding model used in 
the Entrepreneurship course, the students raise their 
working capital by selling their funders a new but 
unfinished product at a discount.

“The big advantage of the reward-based model is that 
the people who are funding you are also likely to be 
your best marketers and customers,” Professor Garg 
explains.

The equity-based crowdfunding model creates 
shareholders, instead. Nevertheless, while it does allow 
more people to participate in the creative economy and 
help young startups, it also dilutes ownership.
One risk of raising initial capital via crowdfunding is that 
it can engender a lack of discipline and preparedness. 
This possibility is mitigated on the Business School 
course by Professor Garg’s insistence on a high-quality 
business plan. 
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Seizing Opportunities 
Opened Up by the Belt 
and Road Initiative
As the China-led One Belt One Road (OBOR) initiative continues to draw world-wide 
interest, the HKUST Business School along with event partner United Overseas Bank 
(UOB) have launched a series of investment seminars, featuring prominent business 
leaders and scholars to provide a range of insights on how Hong Kong businesses and 
investors can seize the opportunities offered by the Belt and Road initiative.

In a series of seminars, experts from different industries 
were invited to highlight some of the opportunities 
and challenges OBOR created for three of Southeast 
Asia’s up-and-coming markets: Vietnam, Myanmar and 
Indonesia.

“The OBOR seminars provide a prime opportunity for 
HKUST faculty to share their research and business 
findings with the wider community,” says Professor 
Tam Kar Yan, Dean of HKUST Business School, during 
his welcome address.

The dean also notes the timely staging of the OBOR 
event, which started the day after high-ranking 
representatives from 130 countries gathered at the 
Belt and Road Forum for International Cooperation in 
Beijing.

In addition to promoting an informed discussion on the 
topic, faculty at the Business School have stepped up 
their research to examine how to design optimal trade 
and investment policies to bolster Hong Kong’s future 
development. Led by HKUST’s Institute for Emerging 
Market Studies (IEMS), a research project on “Trade 

and Investment under OBOR and Implications for Hong 
Kong” is underway. It is a three-year project funded by 
the Hong Kong Government’s Strategic Public Policy 
Research Scheme.

“We are identifying opportunities and challenges as 
they unfold along the Belt and Road countries,” explains 
Albert Park, HKUST IEMS Director and Professor of 
Economics, presenting at one of the HKUST-UOB 
seminars. “We are focusing on how the initiative and 
various proposals impact Hong Kong,” Park says. 
“Importantly, we are researching the opportunities and 
challenges that the Hong Kong business community 
and government need to be aware of to take advantage 
of OBOR developments.”

He adds that from a business standpoint, Hong Kong 
is a gateway between China and the rest of the world. 
Therefore, it stands to benefit from the numerous 
business opportunities which will arise out of the OBOR 
initiative. For instance, there is potential for Hong 
Kong's financial sector to provide capital and financial 
services for OBOR investments and transactions 
connected to infrastructure projects.
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Explaining how investment pathways in emerging 
markets usually progress, at the first seminar Mrs 
Christine Ip, CEO of Greater China of UOB, points 
out that early stage OBOR investment and project 
participation opportunities can be expected to focus 
on energy resources and government-led infrastructure 
projects. “If the next phase follows usual trends, 
we can expect to see sectors including technology, 
media and telecommunications (TMT) and real estate 
opportunities emerge," says Ip.

Offering business and investment-related insights in 
Vietnam, Ms Vu Chi Mai, Deputy Consul General of the 
Consulate General of Vietnam in Hong Kong and Macau, 
says her government has been establishing special 
economic zones to support business-friendly policies 
and attract investment across a range of industry 
sectors. Incentives include lower corporate income tax, 

tax reductions or exemptions, land-rent reduction and 
import-duty exemption for eligible projects.

Mr Dickson Ho, Principal Economist (Asian and Emerging 
Markets) at the Hong Kong Trade Development 
Council, notes that Hong Kong and Vietnam share well-
established trade links. He points out that Hong Kong’s 
super-connector capabilities are enhanced because 
the city is within five hours’ flight time to the majority 
of OBOR countries including Vietnam. He says Hong 
Kong’s status as a regional trading hub, its experience 
of providing logistics and maritime services, its ability to 
finance and build large-scale infrastructure projects and 
East-meets-West business are all competitive tools to 
be taken advantage of regarding OBOR opportunities.

A key speaker at the three seminars, Mr David Chao, 
Head of Foreign Direct Investment Advisory Unit at 
UOB Hong Kong, says the three markets that the 
seminars discussed offer a wide range of investment 
opportunities given their abundance in natural and 
human resources, strategic locations, large population 
and moderate- to-high economic growth rates.

Chao shares some real-life cases on how his clients tap 
into these new markets with, in addition to financing, 
the connections and advisory role the bank can 
provide. For example in Vietnam, he says its strategic 
geographic position, political stability and openness to 
trade underpin the appeal of the Vietnamese market 
for investors.

Openness to trade 
underpins the appeal of 
Vietnam



Biz@HKUST28

Fe
atu

re

“Myanmar offers a lot more than the oil and gas 
investment potential people often associate the 
country with,” says Chao. However, he informs the 
audience that geo-political tensions have delayed some 
of the proposed reforms relating to foreign ownership 
of business, which had caused some uncertainty and 
prompted a wait-and-see approach from would-be 
investors.

Also speaking at the Myanmar seminar, Ms Shirley 
Chan, Head of Transaction Banking at UOB Hong Kong, 
says Myanmar’s industry sectors attracting attention 
include food and beverage, hospitality, logistics and 

Mr Tri Tharyat, Consul General of the Republic of 
Indonesia in Hong Kong and Macau, presents at the final 
seminar, where he introduces the 30 priority projects 
which his country opens up for foreign investors, in 
particular in the infrastructure and tourism sectors. He 
says the OBOR initiative will contribute to the world’s 
stability and security.

At the discussion session moderated by HKUST 
Professor Edwin Lai, Mr Ben Chan, Head of RMB 

healthcare. “Some uncertainty remains regarding labor 
laws, operating regulations and an employee skills gap, 
but progress is definitely being made,” says Chan, who 
works closely with multinational organizations and 
companies from Hong Kong and the mainland which 
have established operations in Myanmar.

Professor Albert Park says apart from finance Hong 
Kong has a rich source of top professionals in a 
wide range of services including accounting, law, 
construction, engineering and business and project 
management. However, noting the enthusiasm for 
OBOR opportunities shown by potential investors and 
companies, Park cautions there are no shortcuts to 
investment success and the normal rules of business 
apply.

“It is important that every project goes through the 
process of identification, appraisal, implementation and 
evaluation,” Park advises. He also adds that, despite 
the large sums of finance set aside by the Beijing 
Government and the Asian Infrastructure Investment 
Bank, there are no guarantees that projects along the 
Belt and Road countries will develop at the same pace 
or have a similar amount of impact.

Solutions of UOB Hong Kong, agrees that the RMB 
will play an increasingly important role not only in 
Indonesia, but across the region.

Chan sees a vast potential for the RMB being used as an 
invoicing currency in countries like Singapore, Malaysia, 
Indonesia and Thailand.

Professor Lai predicts that some of the OBOR projects 
will be financed in the form of offshore RMB bonds, 
which is another move that will further enhance RMB 
internationalization. “With the growing volume of 
trade and financing activities driven by OBOR, Beijing 
will gradually relax capital controls and make the RMB 
more convertible,” says Lai.

The three seminars held in May and June have attracted 
participants from a broad business community and 
offered some vision on the three potentially fastest-
growing markets along the Maritime Silk Road.

Opportunities for 
Myanmar

The day of RMB and 
Indonesia



Biz@HKUST 29

Fe
atu

re

Belt and Road: 
New World Order
Experts from China, Russia and Hong Kong agree 
that OBOR will have major ramifications for countries 
around the globe, especially those in Eurasia and 
the Asia-Pacific, but differ on the Initiative’s ability 
to transform development in OBOR economies. The 
experts spoke at a forum held during China’s Belt and 
Road Summit in Beijing on 15 May, organized by the 
HKUST Institute for Emerging Market Studies (IEMS).
Professor Justin Lin, former Chief Economist of the 
World Bank and current Director of the Center for New 
Structural Economics at Peking University, strikes an 
optimistic tone, pointing out that China can provide 
developing countries not just with financing but 
also with the technology and know-how that led to 
China’s own development success. Given rising wages 
in China, many Chinese firms are also poised to make 
investments that move labor-intensive production to 
OBOR countries. 

Mr Alexey Kalinin, Director of the Institute for Emerging 
Market Studies at the Moscow School of Management 
SKOLKOVO, takes a more balanced stance in describing 
the impact OBOR may have on countries in Central 
Asia and the Caucasus. He emphasizes that countries in 
the region are highly diverse politically, ranging from 

liberal democracies to stringent autocracies, and also 
economically, especially in terms of energy resources. 
Kalinin recognizes that the OBOR initiative provides 
tremendous opportunity, but warns that successful 
investments will require awareness of each local 
context. 

“Who will pay for it?”, asks Professor Alicia Garcia-
Herrero, Chief Economist (Asia Pac.) at NATIXIS and 
HKUST IEMS Faculty Associate. The infrastructure 
needs of OBOR countries are so great, that they 
cannot possibly be financed adequately by China and 
the multilateral development banks. If the potential 
of OBOR is to be fully realized, much more progress 
needs to be made in devising new global financing 
arrangements that involve major commercial banks and 
public-private partnerships. Hong Kong banks could 
play a leading role, but only if they are proactive in 
responding to the opportunities of OBOR. 

The “One Belt One Road: Global Perspectives” luncheon 
was co-sponsored by the Center for New Structural 
Economics at Peking University and Moscow School of 
Management SKOLKOVO.

To watch the seminar
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Hailing a Decade at 
the Cutting Edge of 
Global Finance

Embracing the ever-changing 
financial industry, the 10th 
anniversary of the Master of 
Science in Global Finance (MSGF) 
program jointly offered by the 
HKUST Business School and the 
New York University Stern School 
of Business (NYU Stern), celebrates 
how the program has gone from 
strength-to-strength during 
the last decade.
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To celebrate the program’s 10-year milestone, more 
than 100 current students, alumni, faculty and 
distinguished guests gathered at HKUST on 6 May to 
attend a conference featuring leading experts from 
both the industry and academia, followed by a gala 

dinner. 

Examining the future of finance

Highlighting that behavioral finance is a relatively 
new area, Christopher Malloy, Professor of Financial 
Management, Harvard Business School, and Visiting 
Professor, HKUST Business School, started the 
conference by explaining how behavioral finance 
combines elements of psychology and economics to 
investigate investor behavior in financial markets, 
especially when judgment and decision are made under 
risk and uncertainty. 

Technology continues to initiate innovation and 
disruption in the financial industry and during a panel 
discussion moderated by NYU Stern Professor David 
Yermack, experts share their different perspectives 
on ways that Financial Technology (FinTech) is shaping 

financial institutions and impacting markets. Panel 
members Mr Guy Mills, CEO of Manulife Hong Kong, 
and Ms Bénédicte Nolens, Senior Director, Head of 
Risk Management and Strategy, Hong Kong Securities 
and Futures Commission (SFC), explain how FinTech 
is disrupting traditional financial strategies, raising 
questions from audience members keen to gain more 
insights into this current exciting and evolving topic in 
finance.

Response to a de-globalized world

NYU Stern Professor Menachem Brenner, MSGF 
Academic Director, was also in Hong Kong to 
commemorate the 10th anniversary of the program. 
As the moderator during a panel discussion examining 
finance markets in a de-globalized world, he elaborates 
on the recent volatility in financial markets, as seen 
during the US elections and pre- and post-Brexit 
voting. Brenner also took the opportunity in the city to 
share with regional media the insights that led to the 
formulation of the volatility index (VIX), and why a high 
or low VIX is not a signal of market direction.

Viewing the financial markets from a fixed income 
perspective, Mr Steve Chiu, Senior Vice-President, Head 
of Hong Kong Retail, Global Wealth Management at 
PIMCO Asia, says that in addition to reading financial 
reports on Bloomberg, investors these days need to 
take into account political sentiment, exemplified 
by tweets posted by US President Donald Trump. 
“Investors need to follow the president's tweets as 
part of the bigger picture to analyze geopolitical 
relationships and internal US policies,” says Chiu, also an 
HKUST MBA graduate.

MSGF class of 2008 graduate, Mr Alan Luk, Head of 
Private Banking and Trust Services at Hang Seng Bank, 
explains to the audience how the global financial crisis 
is still having an impact on investor sentiment and 
risk taking in Asia. “Cautious investors are in a difficult 
situation because they have not benefited from rising 
asset prices due to the low interest rate environment” 
says Luk, a member of the panel discussing the financial 
markets in a de-globalized world. 

Meanwhile, fellow panel member and MSGF class 
of 2016 graduate, Mr Patryck Pimpao Merhy, Head 
of Asia Pacific at Patria Investments, reveals how 
investor-friendly policies across Latin America are 
attracting a growing number of first-mover investors, 
including investors from Asia. “Cutting through some 
of the negative perceptions about the region, what 
we are seeing are not empty promises, we see things 
happening,” says Pimpao Merhy, who reminds the 
audience that Latin America is home to about 600 
million people, with a combined GDP ahead of Germany 
and Japan and behind China. “If Latin America was a 
country, it would have the third largest GDP in the 
world,” Pimpao Merhy reveals to the audience.

Disclaimer: According to the Non-local Higher and Professional Education (Regulation) 
Ordinance, MSGF is an exempted course. It is a matter of discretion for individual 
employers to recognize any qualification to which this course may lead.
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A global network of finance experts

Launched in 2007 as a partnership between two 
renowned academic institutions to offer a truly global 
finance program, the MSGF program consistently 
equips students with the skills needed to develop their 
careers and face the challenges and opportunities 
across the world’s financial markets. Graduates of the 
program are awarded a joint degree, and are affiliated 
with the alumni networks of HKUST and NYU. The one-
year program is taught over seven modules, four in 
Hong Kong, two in New York, and one in Shanghai.

Participants are taught by senior academics through 
interactive lectures, real-life case studies and 
integrative projects. To date, more than 400 students 
from 30 countries, with average working experience of 

more than ten years, have graduated from the program 
to form an alumni network that spans the globe. 

Aware of the importance of keeping the MSGF program 
relevant, Professor Kasper Meisner Nielsen, MSGF 
Academic Director at HKUST, when concluding the 10th 
anniversary conference, explains that the program is 
being constantly reviewed to provide new knowledge 
and skills. The MSGF program has recently added, 
for example, new courses on FinTech and behavioral 
finance.

“The FinTech revolution is going to change the finance 
industry dramatically, which raises a lot of questions 
about job security, but there is also a bright side to 
what is taking place, offering a lot of opportunities,” 
concludes Professor Nielsen.

(From left) Professor Kasper Meisner Nielsen and Professor Menachem Brenner, MSGF Academic Director at HKUST and NYU Stern, 
propose a toast to celebrate the program’s 10-year milestone.
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Open Innovation at Huawei
This is a summary of the case study prepared by Professor Jeevan Jaisingh, 
Kim Yongsuk, Xu Yan and Huang Minyi for the Business School’s Thompson 
Center for Business Case Studies

Huawei’s history, performance and 
structure

Huawei Technologies was founded in 1987 by Ren 
Zhengfei, originally as a sales agent for telephone 
switches. Unlike other Chinese companies that 
formed joint ventures with foreign companies to 
obtain technological know-how and manufacturing 
competence, Huawei decided to do its own research 
and development (R&D) on switch production.

Within about 20 years of its founding, the company had 
grown to be the world’s leading provider of information 
and communications technology (ICT) solutions. By 
2016, its total revenue was US$75.1billion and it ranked 
129th among the 2016 Fortune Global 500 companies. 
By 2016, Huawei had more than 170,000 employees 
working in more than 170 countries.

In terms of management structure, Ren Zhengfei, 
the founder and CEO, jointly led the company with a 
rotating CEO. 

Huawei was organized into three business groups, 
each serving a different customer segment: Carrier 
Network Business Group, Enterprise Business Group 
and Consumer Business Group. 

Corporate philosophy

Huawei’s culture was embedded with a sense of 
urgency at all levels, partly because of the cut-throat 
competition in the ICT industry.

“For more than a decade, the thing I have thought about 
every day is failure. I don’t look at success and have no 
sense of glory or misplaced pride, what I have is a sense of 
crisis. Maybe this is the reason why we still survive today. 
We all have to think together about how we are going to 
survive, for then we may at least survive a little longer. A 
time of failure will definitely come, and everybody should 
get prepared for this. This is my unshakeable belief, which 
also follows the historical law.”

Ren Zhengfei, CEO of Huawei (2014)

How Huawei values research

Of Huawei’s employees, a total of 45%, or 76,000, were 
engaged in R&D research.

“Over the past 26 years, we have invested at least 10% 
of our annual revenues in R&D every year. Just last year, 
Huawei spent 14% per cent of its annual revenue on R&D. 
We also allocate 10% of our total R&D investment on 
future technologies research.” 

Ryan Ding, president of Products and Solutions, 
Huawei (2015)

Huawei Innovation Research 
Program (HIRP)

“We want to develop HIRP into an open innovation brand 
of Huawei that is well known amongst industry, research 
institutes and universities.” 

Zhijun Xu, rotating CEO of Huawei

HIRP was established in 2010. In 2014, Huawei launched 
HIRP’s open innovation platform.

By the end of 2015, Huawei had developed long-term 
research relationships with a number of top universities 
and academic teams around the world. At HKUST, the 
collaboration had led to the setting up of the Huawei-
HKUST Innovation Laboratory. By 2015, 24 professors 
from different departments had participated in 53 
research projects and produced more than 90 technical 
solutions through the Huawei-HKUST Lab.

By the end of 2015, Huawei held over 41,000 patents 
in the major jurisdictions around the world. Huawei had 
over 24,000 granted patents in China and for a number 
of years was consistently China’s No.1 patent owner 
and applicant.

Project selection

Every year Huawei presented a strategic plan based 
on its experts’ forecasts of future technological 
development trends, the aggregated real demand of 
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customers, and the technical bottlenecks encountered 
in R&D activities. With the exception of those projects 
which Huawei is firm about their market potential and it  
has the technical capabilities to carry forward, all other 
projects are considered to be open to external partners 
via the HIRP platform.

Approved research projects based on this plan would 
be classified as HIRP Flagship or HIRP Open. The HIRP 
Flagship was an invitation-only call for proposals 
that targeted world-class, full-time faculty members 
engaged in leading ICT-related research at top 
universities and research institutions around the world.

The HIRP Open projects were more forward-looking 
projects to exploit new research areas; areas that 
Huawei was unfamiliar with and in which it had yet to 
develop capabilities.

In an effort to exploit innovative ideas, HIRP had 
increased its funding allocation to HIRP Open projects. 
In 2015, HIRP Open listed 100 research topics and 
received nearly 400 research proposals, about 15% of 
which were on topics not listed by HIRP Open.

Project management

Depending on the relative levels of expertise of the 
academic teams and of the relevant Huawei engineers, 
Huawei would either send personnel to the universities 
to work with the academics, or simply have regular 
face-to-face meetings or teleconferences.

Project evaluation

Immediately after the project was completed, the value 
of the research outcome was carefully considered by 
the evaluation committee. Huawei’s project manager 
was responsible for presenting the research results.

Only a very small percentage of the projects failed to 
meet their preset targets.

Questioning the way forward 

“If you are using standardization experts and 
their parameters to evaluate a project’s value and 
significance, a lot of fundamental technologies will not 
be treated as important patents because they cannot 
be standardized.”    

Qian Zhang, Tencent professor of engineering, 
Department of Computer Science and Engineering HKUST

As Huawei had transformed from being an industry 
follower into an industry leader, the company faced 
the challenge of leading the industry’s technological 
innovation. Huawei believed that open innovation, 
particularly driven by industry-university collaboration, 
was the golden key to facing the challenge. 

The key to the success of HIRP was the carefully 
designed and executed processes of open innovation 
that started from project initiation to completion and 
evaluation. However, Edward Lin, head of Huawei’s 
Technology Cooperation Department, knew that the 
number of projects that met their preset targets, and 
were commercialized and used in projects, was very 
high. Did this mean that HIRP in its current format was 
not incentivizing Huawei engineers to take on enough 
risky projects that could reshape the industry? 

Lin and his team were keen on improving HIRP but were 
not so sure what to do. What were the strengths and 
weaknesses of HIRP, and how could HIPR help Huawei 
build up new competences? What further changes 
should they make at Huawei to truly reap the benefits 
of open innovation? 

The case was last updated in July 2016. For a copy of the 
case, please email to: bmcase@ust.hk.

Professor Xu Yan presented the Huawei’s case at the World 
Open Innovation Conference held in ESADE Business School of 
Barcelona



Biz@HKUST36

C
ase

 Stu
d

y

Professor Henry Chesbrough, UC Berkeley Haas School of Business, ‘Father of Open 
Innovation Concept’

Huawei is rapidly emerging as a global technology leader in the 
telecommunications equipment marketplace. The company has grown rapidly, 
and its products have evolved from early copies of other technologies to world-
leading breakthroughs that promise to lead the market in the coming years.

One part of the company’s success lies in the innovative processes that it has 
developed to create and develop these technologies. HIRP is built upon a careful 
understanding of open innovation, and the company has thoughtfully applied 
open innovation to its telecommunications context. We can say that HIRP 
demonstrates “open innovation with Chinese characteristics”.

The case study carefully documents the ways in which HIRP enlists the support and collaboration of numerous 
academic faculty, both in China and in many other universities in the West. HIRP examined the innovation policies 
of many other companies, both in telecom and in other industries such as pharmaceuticals, in developing its own 
process. They have decided to base their processes on the success of companies like Cisco, which extensively 
leveraged technology from places like Stanford University. In so doing, they decided not to follow the example of 
Bell Laboratories, which created wonderful scientific discoveries inside its own extensive laboratories but often 
struggled to provide timely technologies to its sister business units inside AT&T.

By leveraging HIRP, Huawei, like Cisco, engages extensively with excellent academic researchers. The case study 
explains the challenges that this approach entails. The best academic researchers have a pre-existing research 
agenda, and often have all the funding they require to carry out their agenda. Companies like Huawei must attract 
their interest in projects that Huawei can carry forward, and it is the potential to see one’s research implemented in 
the real world that serves to motivate strong academic talent to collaborate with Huawei. This is not like managing 
a vendor, it is much more like a research partnership. And the professors quoted in the case study are clearly 
impressed by their experience in working with Huawei.

The author of the study from HKUST clearly enjoyed extensive access to the company, and also took the time to 
interview a number of external professors in researching this case. The result is a study that will be of great value 
to all who seek to understand the changing processes of innovation, the rise of strong Chinese technology players, 
and the importance of accessing academic research, and then making it useful.

Dr Lin Haibo, Global Head of Technology Collaboration, Huawei Technologies, and 
Leader of Huawei Innovation Research Program

Open Innovation is an approach that aims to gain wisdom, connections, and 
inspiration beyond an organization’s boundaries. The Huawei innovation research 
program (HIRP) is one of Huawei’s initiatives in funding leading universities 
and research institutes to meet the common challenges in ICT areas. It is a key 
approach that supports Huawei’s strategy of building a better connected world 
using open innovation and collaboration. As an open and flexible innovation 
mechanism, HIRP has already attracted thousands of research scholars from 
around the globe, to carry out innovation research in many exciting areas. Being 
a partner of HIRP gives access to a highly intelligent network, enabling both 
Huawei and its partners to better leverage their knowledge to create value.

HIRP and its predecessor program have been in place since 1999 and have delivered many successes. HIRP will 
continue to grow, and to focus on open innovation in the ICT field. Huawei believes that collaboration between 
industry and academia is not just a luxury but a vital catalyst to spark the innovation that will keep our technologies, 
and therefore our societies, progressing through a better connected world.

Expert Comments on Huawei’s Innovation 
Research Program



In Memory of our Founding Dean
Professor Chan Yuk Shee

Members of the HKUST Business School are extremely 
saddened by the passing of its Founding Dean, 
Professor Chan Yuk Shee, on 22 May 2017.

Professor Chan joined HKUST in 1990 as one of the 
founding faculty members. He was appointed as the 
Founding Dean of our School in 1993. As a leading 
finance scholar with a global vision, he played a pivotal 
role in boosting the international standing of HKUST 
Business School and making it “World Class in Asia”. 
Professor Chan also established strategic partnerships 
with world- renowned institutions, including the 
Kellogg School of Management, to launch the Executive 
MBA program 20 years ago. Under his leadership, the 
Business School rapidly ascended to international 
prominence. Aspired by his vision, the School strives 
to become an intellectual powerhouse of business 
education on the global scene.

Deeply committed to the development of HKUST, 
Professor Chan was later appointed Vice-President for 
Academic Affairs in 2001. During his 16 years of service 
at HKUST, he contributed significantly to the academic 
development of the University and steered HKUST 
through challenging time and critical junctures. 
With his ample and extensive experience in university 
administration, Professor Chan was appointed 
President of Lingnan University in 2007. He led that 
university until he retired in 2013. 

As a member of the HKUST family, Professor Chan’s 
commitment to the School and the University was 
deeply appreciated by all of us. We are grateful to have 
Professor Chan as our Founding Dean and the fine 
tradition he established for the School and students, 
past and present. He will be missed.






