Hong Kong IPO pipeline set to suffer
amid Beijing's scrutiny of 'red-chip'
listings
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Summary

Red-chip IPOs set to face lengthy delays as domicile rules change
Foreign interest in Chinese firms expected to take a hit

Regulators want to boost oversight of how red-chip firms use listing proceeds, sources say

HONG KONG, March 18 (Reuters) - Beijing's tightened scrutiny of plans by Chinese companies
incorporated outside mainland China to list in Hong Kong could have a significant impact on the
city's rich IPO pipeline - at least in the short-term, bankers and lawyers said.

Sources have said authorities have told some so-called red-chip companies that they should
change their domicile back to China before going public. Such firms are registered abroad,
mainly in tax havens, but hold assets and businesses in China via equity ownership.



https://www.reutersconnect.com/item/bull-statues-near-screens-showing-the-hang-seng-stock-index-and-stock-prices-outside-exchange-square-in-hong-kong/dGFnOnJldXRlcnMuY29tLDIwMjY6bmV3c21sX1JDMjJFSkFBWTZTQQ%3D%3D/?utm_medium=rcom-article-media&utm_campaign=rcom-rcp-lead
https://www.reutersconnect.com/item/bull-statues-near-screens-showing-the-hang-seng-stock-index-and-stock-prices-outside-exchange-square-in-hong-kong/dGFnOnJldXRlcnMuY29tLDIwMjY6bmV3c21sX1JDMjJFSkFBWTZTQQ%3D%3D/?utm_medium=rcom-article-media&utm_campaign=rcom-rcp-lead
https://www.reutersconnect.com/item/bull-statues-near-screens-showing-the-hang-seng-stock-index-and-stock-prices-outside-exchange-square-in-hong-kong/dGFnOnJldXRlcnMuY29tLDIwMjY6bmV3c21sX1JDMjJFSkFBWTZTQQ%3D%3D/?utm_medium=rcom-article-media&utm_campaign=rcom-rcp-lead
https://www.reuters.com/sustainability/boards-policy-regulation/china-restricts-overseas-incorporated-firms-hong-kong-ipos-bloomberg-news-2026-03-17/
https://ad.doubleclick.net/pcs/click?xai=AKAOjsvqKvPXjL4g61c7qFqc7gO32OyCIAWAV1xg_zR_edYgkaVnSE6RQQn0NTxtven8FMRh5448oKcWA_kQFIc65tpDqjKhuPMJp5UYn_4wIBzTieFZkfRSZyJy2NfPNUGo0Z7Wbm4IVmW4yvoxud9fP-UiUQolBG_BCDEWKKCoi_rOW9elaCGPet44YY4PEJ2xldL7U2UfEury8gfa-sG24GMPdeRJJffpLfmugbSqt6ntgReVI3TBWM4h42T2m6sRcSM_3ClSTrcBfvyncpv9Wbf-B07dAn13IUTUV1GjOCrjyOq68G0s8ya41Mpi7KOhdmOT8SzMvrlRuURtwDDhxIryj3YADlo1AelXOqUrxUwAgN70INs-VOxYDpUcPUl7M7FXjFqODt5lTxBZDuSXHTTPf1sLldBiGv-bqd7opLl6B54Vw2A9TG2NbIO99nomzcqmpV_2kug1VPCkZ2c2CdsweKwYVIjs6CDh2CmPgcjbV71D7xzJ5I1dWV5Rm6TrzCt1prvsAzqidAUBO5Yt5Mx5bXxWHSyk1hIAPZdm29Pp48wLN8Wr0x5-cLnfnk0lwHEaYmk322GQfSDzp9aNrfWDfcrkBx9WnIrU45sGQkuthkMaoPa_Yj_pI2_gDyr5TaBteo1azfPYMu_9SjYA6HiakCVeFgtuGVg3btaYKBwCfed7akRTRGVQ5J2GdbeChdLTDCRvN-ICZyi7LP90kOIpOCOCZl5k8LkU8ABOLiFS&sai=AMfl-YTpOx6cjmeXYCu0VjNrLVuIZQeNJt100wiDOaZ5QAiNBW5zgUyngrylNQ9HcaMt70nkmUYsJ1qoXAESZO_aiGJMURvdHLkRUbGv79sZplA2denvfYixxrqwNPF1LSpxw_GbMZJr2Epd_ozIKo469WGzWoh5aHdfdtJyli7rClsEbzx8eEaMjGRcuyS39w5gP8JK26J2j4BBekzASxR8u7mbdleLgmR1q0EfmN95Zpu4Ssw550mi307JxzdR02ApEFKm1PAw0TZSKjWClq6kpyYp0GqerWkOguWvVocqyNHVoisdPmQfO9shYuD3hGn23DCzkV-Uebr1ns1uPFlG1t70YYcdPnHScMt31ygX3UR3Lt9eYyrp-O5UDQZVbLz4rbiYja-mhDAW508Hc4ed5R4RiKPTX9aCunegMg25jmepV8IC&sig=Cg0ArKJSzObCswSr-PgR&fbs_aeid=%5Bgw_fbsaeid%5D&crd=aHR0cHM6Ly9jYm9lLmNvbQ&urlfix=1&adurl=https://www.cboe.com/%3Futm_campaign%3Dinstitutional%26utm_medium%3Ddisplay%26utm_source%3Dreuters%26utm_term%3D437451338_248674684%26dclid%3D%25edclid!%26gad_source%3D7%26gad_campaignid%3D23423702079
https://ad.doubleclick.net/pcs/click?xai=AKAOjsvqKvPXjL4g61c7qFqc7gO32OyCIAWAV1xg_zR_edYgkaVnSE6RQQn0NTxtven8FMRh5448oKcWA_kQFIc65tpDqjKhuPMJp5UYn_4wIBzTieFZkfRSZyJy2NfPNUGo0Z7Wbm4IVmW4yvoxud9fP-UiUQolBG_BCDEWKKCoi_rOW9elaCGPet44YY4PEJ2xldL7U2UfEury8gfa-sG24GMPdeRJJffpLfmugbSqt6ntgReVI3TBWM4h42T2m6sRcSM_3ClSTrcBfvyncpv9Wbf-B07dAn13IUTUV1GjOCrjyOq68G0s8ya41Mpi7KOhdmOT8SzMvrlRuURtwDDhxIryj3YADlo1AelXOqUrxUwAgN70INs-VOxYDpUcPUl7M7FXjFqODt5lTxBZDuSXHTTPf1sLldBiGv-bqd7opLl6B54Vw2A9TG2NbIO99nomzcqmpV_2kug1VPCkZ2c2CdsweKwYVIjs6CDh2CmPgcjbV71D7xzJ5I1dWV5Rm6TrzCt1prvsAzqidAUBO5Yt5Mx5bXxWHSyk1hIAPZdm29Pp48wLN8Wr0x5-cLnfnk0lwHEaYmk322GQfSDzp9aNrfWDfcrkBx9WnIrU45sGQkuthkMaoPa_Yj_pI2_gDyr5TaBteo1azfPYMu_9SjYA6HiakCVeFgtuGVg3btaYKBwCfed7akRTRGVQ5J2GdbeChdLTDCRvN-ICZyi7LP90kOIpOCOCZl5k8LkU8ABOLiFS&sai=AMfl-YTpOx6cjmeXYCu0VjNrLVuIZQeNJt100wiDOaZ5QAiNBW5zgUyngrylNQ9HcaMt70nkmUYsJ1qoXAESZO_aiGJMURvdHLkRUbGv79sZplA2denvfYixxrqwNPF1LSpxw_GbMZJr2Epd_ozIKo469WGzWoh5aHdfdtJyli7rClsEbzx8eEaMjGRcuyS39w5gP8JK26J2j4BBekzASxR8u7mbdleLgmR1q0EfmN95Zpu4Ssw550mi307JxzdR02ApEFKm1PAw0TZSKjWClq6kpyYp0GqerWkOguWvVocqyNHVoisdPmQfO9shYuD3hGn23DCzkV-Uebr1ns1uPFlG1t70YYcdPnHScMt31ygX3UR3Lt9eYyrp-O5UDQZVbLz4rbiYja-mhDAW508Hc4ed5R4RiKPTX9aCunegMg25jmepV8IC&sig=Cg0ArKJSzObCswSr-PgR&fbs_aeid=%5Bgw_fbsaeid%5D&crd=aHR0cHM6Ly9jYm9lLmNvbQ&urlfix=1&adurl=https://www.cboe.com/%3Futm_campaign%3Dinstitutional%26utm_medium%3Ddisplay%26utm_source%3Dreuters%26utm_term%3D437451338_248674684%26dclid%3D%25edclid!%26gad_source%3D7%26gad_campaignid%3D23423702079

Make sense of the latest ESG trends affecting companies and governments with the Reuters
Sustainable Switch newsletter. Sign up here.

Advertisement - Scroll to continue

@ PGIM ' Reuters Plus

OCEANS
OF RISK

Al and Security of Critical Resources Swell
at the Center of Maritime Geopolitics

.

The China Securities Regulatory Commission confirmed that some red-chip companies have

recently received guidance to unwind their structure.

That means some IPOs could be delayed by at least six months as red-chip companies scramble
to change their domicile, bankers and other experts said, adding that some might even have to
abandon their IPO plans as changing the legal structure of the company could be cost-
prohibitive.

OVERSEAS INVESTORS MAY BE DISCOURAGED

Foreign interest in Chinese firms could also take a hit.

"For foreign investors, the dismantling of red-chip structures could reduce flexibility regarding
equity stakes and future divestment," said Kenny How, a councillor at the Hong Kong Securities &
Futures Professional Association.
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This stems primarily from the strict foreign exchange controls governing capital outflows from
mainland China entities, coupled with extended lock-up periods of 12 months that investors must
accept post-listing, he added.
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After a bumper IPO year for Hong Kong in 2025 with funds raised surging 231% to $37 billion,
more than 530 companies have filed applications to list, most of them Chinese, stock exchange
data shows.

It was not clear how many are red-chip companies. But last year, one-fifth of 131 Hong Kong
listings China approved involved offshore holdings, the majority of which used the red-chip
structure, according to Chinese law firm Hankun.

Listing outside mainland China in places like Hong Kong and the U.S. has been a popular option
for firms seeking to tap a deeper pool of foreign capital and avoid cumbersome rules and
regulations at home.

The option did lose some of its allure, however, after Beijing unveiled new rules in March 2023
that required red-chip companies and other firms with offshore holding structures to seek listing
approval from mainland authorities.

RED CHIPS HAVE ALWAYS BEEN CONTROVERSIAL

Beijing's latest action was prompted by the National Development and Reform Commission's
concern that there was insufficient oversight over how such firms used their listing proceeds, said
three people familiar with the matter.

The people declined to be named due to the sensitivity of the matter. The NDRC, China's state
planning body, did not immediately respond to a Reuters request for comment.

"Controversy around red-chip structures has never really gone away. They've always been
accused of dodging mainland regulations and facilitating capital flight," said Tian Meng, a
lawyer at Dacheng Law Offices.
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With data security and foreign investment access having become key issues, regulators want to
see more transparent corporate structures, Tian said.
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For foreign investors, the boom in the Hong Kong IPO market since last year has provided an exit
route for private equity and venture capital firms - a route potentially threatened by Beijing's
scrutiny, some investors warned. Dollar-denominated funds typically invest in Chinese
companies incorporated offshore.

Zhou Zhimin, an asset management veteran in biotech, said a sudden tightening of rules with
little transparency could also hit the confidence of dollar capital.

But some analysts believe the longer-term impact of the move on Hong Kong listings would be
limited.

"l believe this mainland measure is primarily aimed at improving the quality control of listed
companies,” said Kenny Ng, a securities strategist at China Everbright Securities International.

"In the long run, it should have a positive effect on the stock market development and on
protecting investor interests."

Reporting by Kane Wu and Selena Li in Hong Kong, Yantoultra Ngui in Singapore, Samuel Shen in Shanghai
and Ziyi Tang in Beijing; Editing by Sumeet Chatterjee and Edwina Gibbs
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