	Lesson 1

	Theme
	Stock Trading in Hong Kong and Stock Price (Part I)  

	Duration
	40 minutes  


Activity 1 – Disadvantages of buying stock

What are the disadvantages of buying stock instead of putting your money into savings accounts.

Activity 2 –The Ups and Downs of Hang Seng Index

The following chart shows the Hang Seng Index from 1 Jan., 1993 to 9 Dec., 2013. Do you know what makes the ups and downs of Hang Seng Index as shown on the chart? 

1- HSI downs from 1997 to 1998

 2- HSI downs from 2000 to 2003

 3- HSI ups from 2003 to 2007

 4 - HSI downs from 2007 to 2008
(Hint: Think about the major events occurred in Hong Kong during the above periods)
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	Lesson 2

	Theme
	Stock Price (part II)    

	Duration
	40 minutes  


Activity 3 – Interest rate and stock price 

The U.S. government has started to print money to buy government securities from the banks since 2008. What would be the impact on the interest rate, and the stock market?  

Activity 4 – Computation of P/E and payout ratio of HSBC

You are provided with the following information related to HSBC (stock code 5) in 2012:-

Dividend was HK$3.488 per share.

Share price was $82.65

Earnings per share was HK$5.7357  

Based on the above information:
1) Compute the P/E ratio of HSBC; and

2) Compute the dividend paid out ratio of HSBC. 

	Lesson 3 

	Theme
	Main Board (MB) and Growth Enterprise Market (GEM)

	Duration 
	40 minutes


Activities 5 - Invest in MB or GEM ? 

Gary is planning to invest his money in stock market in Hong Kong. He does not know whether he should invest his money in the Main Board or Growth Enterprise Market. He does not have any prior experience investing in the stock market. He also does not have much money and prefers less risk. As an investment consultant, advise Gary on his investment choices. 

Instructions: 

Students are divided into groups of four or five to discuss the case.
Required:

a) Complete the following table:
	Items 
	MB
	GEM

	No. of listed companies on 31/12/2012
	
	

	Market capitalization on 21/12/2012
	
	

	Financial reporting requirement
	
	

	Types of listed companies  
	
	

	Types of investors
	
	


b) Which market should Gary invest in? Justify your advice 
​​​​​​​​​​​​​​

	Lesson 4 

	Theme
	Listing requirements of MB and GEM  

	Duration
	40 minutes 


Activity 6 – Differences in the Listing Requirements of the Main Board and the Growth Enterprises Market 
Divide students into groups of four or five to discuss whether the statements in the table are correct.  If not, rewrite the statement in the spaces provided.  
	Listing Requirements:

	1. The GEM new applicant must have a trading record of not less than three financial years.
Correct / Incorrect: ____________________________________________________________

____________________________________________________________

	2. Only GEM new applicant has to provide a track record to show the management continuity, ownership continuity and control.
Correct / Incorrect: ____________________________________________________________

____________________________________________________________

	3. The Market Capitalisation/Revenue Test requires the MB new applicants to ensure its profit and aggregated profit recorded can meet upon the minimal level.
Correct / Incorrect: ____________________________________________________________

____________________________________________________________

	4. All the three types of financial tests on listing require the MB new applicants to meet certain criteria on revenue.
Correct / Incorrect: ____________________________________________________________

____________________________________________________________

	5. All the three types of financial tests on listing require the MB new applicants to meet certain criteria on cash flow.
Correct / Incorrect: ____________________________________________________________

____________________________________________________________


Suggested Answer

Activity 1

Disadvantages

1) Loss of bank interest on savings accounts

2) More risky than putting money into savings accounts as stock prices can fluctuate greatly

3) Total loss of the investment if the company is wound up. 
Activity 2
1= Asian Financial Crisis

2 = Tech Bubble & SARS 

3 = CEPA & Individual Visit Scheme

4 = Financial Tsunami 
Activity 3 
As more money is available in the market, the interest rate would be lower which may stimulate the economy. The US dollar would become weak, resulting a large increase of new money flowing into the US stock market, making it on an upward trend. 

Activity 4

P/E = $82.65/$5.7357 = 15.43
Dividend Payout ratio = $3.488 / $5.7357 X 100 = 60.8%.

Activity 5
a) Difference between MB and GEM

	
	MB
	GEM

	No. of listed companies on 31/12/2012
	1,368
	179

	Market capitalization on 21/12/2012
	HK $21,872 billion 
	HK $78.4 billion

	Financial reporting required
	2 times per year
	4 times per year

	Types of listed companies  
	Companies are generally larger and have a longer history and a profit record
	Growth companies of all industries

	Types of investors
	General investors
	Professional and informed investors


b) Advice to Gary

Gary shall invest his money in the MB rather than in GEM for the following reasons:
Risk issue:

1) In GEM, the future performance of growth companies is susceptible to great uncertainty. Because of the higher risks involved, GEM is designed for professional and informed investors;

2) Stocks traded in GEM is considered relatively riskier than Main Board’s. The chances of losses on Gary’s investment would be higher. 

Investment amount issue:

3) The total amount of investment is not a critical factor in deciding which market to invest, it is because shares are bought in lot size, and the sum of money for each lot size is irrelevant to which market the shares are traded on. For example:-

	
	GEM
	MB

	Stock code
	8031
	1237

	Company name 
	ETS Group 
	Merry Garden

	Share price as at 3 Jan 2014
	$1.64
	$0.8

	One lot 
	4,000 shares
	2,000 shares

	Total initial amount
	$6,560
	$1,600


Therefore, the cost of investing in Main Board is not necessarily higher than investing in GEM. 

Activity 6

	Listing Requirements:

	1. The GEM new applicant must have a trading record of not less than three financial years 
Correct / Incorrect: 
A GEM new applicant must have a trading record of not less than two financial years.


	2. Only GEM new applicant has to provide a track record to show the management continuity, ownership continuity and control.
Correct / Incorrect: 
Both MB and GEM new applicants have to provide track record to show the management continuity, ownership continuity and control.


	3. The Market Capitalisation/Revenue Test requires the MB new applicants to ensure its profit and aggregated profit recorded can meet upon the minimal level.
Correct / Incorrect: 
Only Profit Test requires the MB new applicants to ensure the profit and aggregated profit recorded can meet upon the minimal level.


	4. All the three types of financial tests require the MB new applicants to meet certain criteria on revenue.
Correct / Incorrect: 
Profit Test does not have any requirement on revenue of the MB new applicant. 



	5. All the three types of financial tests require the MB new applicants to meet certain criteria on cash flow.
Correct / Incorrect: 
Only Market Capitalisation/Revenue/Cash flow Test have specific requirement on the cash flow position of the MB new applicant.
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