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Crowdfunding: Every Little Makes a Mickle for a Dream Come True
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Message from

the President

Gearing up for the next level of growth

The year 2017 brings unforeseen challenges to Hong Kong
as well as the global markets. As indicated in the surveys
conducted by more than one accounting organisations
earlier, there is an overall decline in the respondents’
confidence in the economic prospects and business
environment of Hong Kong, and some foresee a weakening
outlook for Hong Kong's competitiveness. In today’s era
of economic globalisation, competition is ever-intensifying
across regions worldwide, yet Hong Kong'’s competitiveness
appears to be on the wane. Although Hong Kong's ranking
has risen in some categories, the fluctuations point to
concerns about the Hong Kong market and the city losing
its competitive edge.

Singapore, Shanghai, or even Shenzhen are now
transforming at full speed, as the cities are developing at
an accelerated pace. At this stage, Hong Kong is striding
against the current and it may fall behind at any time; it is
a most pressing mission for Hong Kong to acknowledge
and examine its own weaknesses. However, populism
has been on the rise in recent years, whereby everything
becomes politicised, leading to endless debate that hinders
the government’s implementation of its policies. This does
not only undermine the favourable business environment
of Hong Kong, but also causes many opportunities for
development to slip away.

For instance, the “One Belt One Road” initiative will open
up unprecedented opportunities for the various industries
of Hong Kong. As long as Hong Kong consolidates and
utilises its strengths in acting as a “super-connector”
in the initiative, the city is set for tremendous economic
development. However, there are those who remain
oblivious to or even dismissive of the opportunities in “One
Belt One Road”, which marks an extremely insensible
attitude. When other countries or even Mainland cities are
exploring the opportunities in the initiative, Hong Kong will
trail further behind if it does not act promptly.

As one of the major business chambers in Hong Kong,
CMA has always heeded closely to the development
of “One Belt One Road”. To capitalise on this historic
opportunity that propels the economic transformation and
long-term development of Hong Kong, CMA made a head
start by becoming the first Hong Kong business chamber
that organised a trip to Central Asian countries along the
Belt and Road.

Meanwhile, we are fully supportive of the work of the
HKSAR Government in fostering the “People-to-People
Bond”, and we are working in concert with the government’s
talent exchange programmes. The CMA has decided
to sponsor the first five scholarship schemes initiated
by the government to subsidise the living expenses of
students from “One Belt One Road” countries enrolled
in undergraduate programmes in Hong Kong. Following
the launch of the first scheme of Hong Kong Scholarship
for “Belt and Road” Students (Indonesia) in 2015, the
foundations under the CMA and my name will support the
students’ living expenses and tuition fees of the second
receiving country — Malaysia.

While there are those who think that Hong Kong’s resources
should not be used to “benefit the foreigners”, we are of
the view that the scholarships are conducive to fostering
economic and trade cooperation between Hong Kong
and these regions in the long run. We believe the all-
round deepening of exchange between Hong Kong and its
neighboring areas is a key stimulus to sustained economic
growth. Meanwhile, educational exchange can help foster
the people-to-people bond across the One Belt One Road
regions. For instance, upon completion of their studies,
these young talents may stay in Hong Kong and assist
Hong Kong businesses to tap into the markets of their home
countries, making a unique contribution to the city. Should
the graduates choose to return to their native land, this will
still be beneficial to both sides as it increases a mutual
understanding among us.

The competitiveness and future of Hong Kong is in our

hands. We must unite and strive for the city’s long-term
prospects, and not miss out on any opportunity.

i
Dr Eddy S H Li BBS Jp
President
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Crowdfunding: Every Little Makes a Mickle

for a Dream Come True

IO = crowdfunding) A FEEBRRAET EBA L EENERERRATE/\P BET

m EMHIR RTARZESWIAIS P/ NERMES—EREMR  BIABERIXEZEIN RE

\/A/]‘J_‘—_[L/UJJJJEJJ [ REREE | MEEBINNRIEE  KKIEMRERNE REFAEREK
EIE? IR EE X WS EIRER?

C rowdfunding has been gaining popularity in Hong Kong in recent years, and it is being used
for a diverse array of ventures. The emergence of this kind of platform opens up an alternate
financing channel for start-ups as well as small and medium enterprises (SMEs) that struggle with
insufficient capital, and assists budding entrepreneurs to realise their dream of starting a business.
Crowdfunding can also help “angel investors” to identify start-up enterprises with strong potential,

which significantly increases the success rates of their investment. How does crowdfunding work?

And how are investors protected?
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A BRREEBTIDARZEEASAZE FIARERIRETAPAEE -
Chan Kar-ying decides to create a crowdfunding platform to assist
startups in their fundraising efforts.

| MRETESDreamna R AITERNEITE -

—RAHZRETENMEEREHRS BRREKRTR
Dreamnafi REHREFE—HK U [2E2E] (all
or nothing) % [£ZE %% (get what you raise) #J
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k—  RERRELHE
Chart 1 : Global Crowdfunding Amount
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Dreamna has an approximately 80% fundraising success rate.
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Crowdfunding originated from the US, and it is also
called “crowdsourcing”. It refers to the practice of
a campaign creator releasing and explaining their
creative product or the concepts of their venture on
the Internet, so as to raise funds through attracting
financial backing from others. A successful campaign
enables its creator to carry out their venture, and to
reward their backers with the finished product.

In 1997, the British band Marillion successfully raised
USD60,000 to complete their US tour; it stood out as
the first large-scale online crowdfunding event in the
world. Shortly after, some private companies began
to create online crowdfunding platforms that served
as intermediaries between campaign creators and
backers. Crowdfunding platforms such as Indiegogo
and Kickstarter, which were to become widely known,
were also launched upon this trend.

Global Crowdfunding Amount Tripled
in Ten Years

According to the report of U.S. marketing research firm
Massolution, the global value of crowdfunding reached
USD2.7 billion in 2012, and the figure recorded a



tenfold increase to hit USD34 billion in 2015. The World
Bank predicts that the global value of crowdfunding
will reach close to USD93 billion annually by 2025 (see
chart 1).

As crowdfunding has become a global phenomenon,
Chan Kar-ying, a post-80s generation entrepreneur
from Hong Kong, also embarked on the business. As
early as in 2012, Chan teamed up with two friends of
his to launch Dremna, one of the first “Made in Hong
Kong” crowdfunding platforms, making them pioneers
in the industry.

Most people have no knowledge of how crowdfunding
platforms are operated. According to Chan, Dreamna
uses the same models as most other platforms of its
kind, where a fundraising campaign may be operated
on either the “all or nothing” or “get what you raise”
mechanism. The platform charges an administrative
fee to each fundraising campaign (see chart 2).

Rigorous Gatekeeping
to Curb Infeasible Campaigns

Some people believe that given the operating models
of crowdfunding platforms, some of the businesses
operating these platforms may let up on gatekeeping
and allow infeasible fundraising campaigns to be
started, with a view to increasing revenue. However,
Chan stresses that Dremna has rigorous gatekeeping
in place. “At one point someone started a campaign
to raise funds to repurchase The Link. It wasn't exactly
feasible, so | rejected the campaign.”

As the American crowdfunding platform Kickstarter
has generated a revenue of HKD780 million in the past
six years since its founding in 2009, one might assume
that Dremna is eyeing a lucrative income. However,
crowdfunding is yet to thrive in Hong Kong, but Chan
expected that the platform will grow from strength to
strength in the future.

He thinks crowdfunding is still a low-cost platform that is
capable of generating extensive publicity. Meanwhile,

it may function as a pre-angel fund for investors to
pick ventures with strong potential to invest in, so as to
enhance the chances of success for their investment.

While gatekeeping by the crowdfunding platform is
essential, government regulations should also play an
important role in this regard. Apart from the feasibility
of crowdfunding ventures, the public is also concerned
about whether a campaign creator will keep their
pledge or make indiscriminate use of the funds
raised, upon successful completion of the fundraising
campaign.

Careful Analysis
to Avoid Crowdfunding Traps

While there are no crowdfunding regulations in Hong
Kong at present, President of SME Global Alliance
and Founding Executive Vice President of Hong Kong
Crowdfunding Association Jefferson Wat believes that
the crowdfunding model is equivalent to that of pre-
sale, and it should be subject to the regulation of the
Trade Descriptions Ordinance. However, he also adds
that with many crowdfunding websites, it is difficult to
decide whether their activities involve transaction or
buying and selling, since the terms “transaction” or
“buy and sell” are not used in their terms or conditions.
If the activities of a platform are defined as “donation”,
it may not be subject to the regulation of the relevant
ordinances. He advises that members of the public
should analyse the fundraising campaigns rationally
and be cautious of crowdfunding traps.

Wat also mentions many people are under the
misconception that crowdfunding is a mechanism that
requires no investment from the campaign creator,
while enabling them to raise funds to realise their
dream. However, crowdfunding is a marketing concept
whereby the campaign creator needs to invest a
certain amount of money and human resources into
the seed funding, so as to create opportunities for the
venture and to attract support from potential backers.
“Generally speaking, the investment amount of an angel
fund ranges between HKD2 million to HKD3 million, and



A FEERITETRBEMNABLIZEER  —E 2/ VODITERORTTIE -
Jefferson Wat advises the public to carefully analyse the feasibility of a venture to avoid falling into crowdfunding traps.

investors are definitely looking for capable teams they
may want to invest in. Nowadays many activities of start-
ups are just pitching. How could one prove that a start-
up is capable? If it has run a crowdfunding campaign
that can raise even a small amount of money, that may
be regarded as a success.”

He is confident of the future development of
crowdfunding in Hong Kong. In his views, crowdfunding
platforms created by the business sector by drawing
on its fame, and which are oriented around products
are still profitable. Meanwhile, the government should
also introduce policies that facilitate the development
of the field.

Crowdfunding brings new hope to the business sector
and start-up enterprises. Beyond innovation, both
fundraising campaign creators and backers should
seek to fully comprehend the risks involved. It is hoped
that crowdfunding will not be a passing fad, but an
ongoing momentum that drives the development
of innovation and technology industries and their
competitiveness.

#&x= : DreamnaZ R 7 AN R ULE
Chart 2 : Dreamna’s fundraising models and fees

BE1 2828 BER2:ZHZE

Option 1: Option 2: Get

All or nothing what you raise
E54 30H SR I
Fundraising period 30 days Unlimited
SEEEARTHREREE & g
BRWEEEIE? No Yes
Are campaign creators entitled
to receiving the funds raised,
if the campaign does not meet
the fundraising target?
FRHE BRI E 2B $1000
Fee payable to the platform Free
by the campaign
FREERERERBANKE BISFIELS5% 2B
Fee payable to the platform About 5% of Free
where the campaign meets the funds raised
its fundraising target
FREETIERERBENKE 2B 2B
Fee payable to the platform Free Free

where the campaign does not
meet its fundraising target
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Hong Kong EV Power Limited @RS R EHEEEAERE
E%%@Jlﬁgfﬁﬁﬁ ./L-A\E.l TR One-Stop Intelligent EV Charging Service

www.hkevpower.com www.hkev.com.hk

BB BHRRERATHRH—UETARMARALEEHEERBRE. SHEMIEERSE [Hruh] (—wHEEHHEE
%}E?-Efﬁ;gg;ﬁ) , BREUER FHERERHEREREITIIR  SFTEEREEERAFER, HM/MEHEEAY
e ARFE B

Hong Kong EV Power Limited is providing one-stop Intelligent Electric Vehicles (EV) Charging Service for EV to private and public
clients. All our products are ready for all-in-one intelligent networked EV charging platform — “E-Charge” connectivity which enables
excellent real-time, remote and intelligent facility management & user experience through Websites and Mobile Apps. We provide
comprehensive Products & Services as follows:

EBRAAE ENTEEE — R SR
CHARGING SOLUTIONS ONE-STOP AFTER-SALE SERVICES

SERERE - 4E - 15 BRSO RIER
Station Operation & Management, Maintenance,
Training, IT & Data Solutions

HEt  FERHERBRERZA
Design, Production & Sales of Products &
Systems

TRIEEEE - BifKEH
Engineering Project Management,
Implementation & Consultancy

. (852) 36950396 [ 4 contact@hkevpower.com MeEs e Gk F

Charge with us - & {1

Yo Pk B R E

Cirry Services Grour

tﬁimmﬁEM(ﬁm)m?
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XERARAT - ROMNBSERERBRAT
(BEESRXZMLEH A (IRFEMSE : 00711)]
HWEBERE - FRAERARE  WHRN/ER
RE—ISXBER -

xHEE

ORMEEE ORZERHB
OMEETIE ORIBBERE
OEFMEE OHMEBRERE

© IS0 9001 EEHIREE A
© IS0 14001 BB EIREE %

(852) 3758 8988

X o 4 X4 B 5 © info.csl@cityservicesgroup.com
€ OHSAS 18001 kg Rl = EIEE A AR (B /L www.CityServicesGroup.com
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Your Global
Testing,
Inspection &
Certification
Partner

N EE TECHNICAL
APPLICATION TESTING SUPPORT

BRI EERERER i HRECCCIt A H AR

First non-governmental laboratory recognized
to undertake toy testing for China Compulsory Certification

STCHERARK REERE—MAZERLE BIRERZH
AEITABRERWPEH A TS

STC'’s global network can provide one-stop support to help manufacturers
tap into the enormous China toy market

L +852 2666 1888 & +852 2664 4353 B2 hkstc@stc.group
¢ 10 Dai Wang Street, Tai Po Industrial Estate, Tai Po, N.T., Hong Kong
www.stc.group

STC Global Network: ¢ HongKong ¢ China ¢ Vietnam ¢ Japan ¢ ltaly ¢ Germany ¢ USA

STC is accredited for specific test items as shown on the directories of accreditation of the relevant accreditation bodies.
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Under the Employment Ordinance,
employers are required
to keep employees’

wage, total number of
hours worked and
employment records.
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You may obtain an English version of the booklet from the following

webpage of the Labour Department:
http://www.labour.gov.hk/eng/public/wcp/KeepRecord.pdf
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Credit Risk Management
Pre- and Post-shipment Buyer Risks and Country Risks
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Export Credit Insurance
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O Useful Collateral for Export Financing
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o Credit Assessment and Monitoring
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Assisting in Solving Payment Problems
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