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(A) EXECUTIVE SUMMARY

Space is a new frontier for economic and technology growth, and China is in the forefront of it.
Its strategy to commercialize space activities was first announced in 2014 by the State Council,
followed by repeated and strong pushes by various bodies of the Central Government. As
technology and application advance, the demand for commercial space services and products
has been growing at an exponential rate within our Country, and with emerging demand from
overseas.

The fast-growing space commercialization would demand huge volume of support of various
kinds of financial services, particularly financing and insurance, as well as legal,
telecommunication, data services, technology and others. Hong Kong is well-equipped, well-
positioned and well-timed to capture this growth opportunity by offering the above-mentioned
services, and also to contribute to our Country’s strategies in space commercialization and
Belt-and-Road Initiative. Therefore, this is the time for the HKSAR Government to lead the
concerted efforts of related service sectors to start developing a New Space Service Hub
(“NSSH”) in Hong Kong.

Hong Kong is tasked by the Central Government to be an international financial center, an
international arbitration center, a talent center, and an international research and technology
center, and all these could be at risk if Hong Kong does not have an active role in New Space
Economy in say five years down the road. It is alarming that Hong Kong is already behind
Singapore and others, and it has to act now.

Our Vice-premier HE Lifeng made a speech on 19 November at the Global Financial Leaders’
Investment Summit, and called for Hong Kong’s action to create new financial growth points
(FTH &R R EY) and to find new competitive edges (B #1E2%). He also pointed out that
internationalisation was a distinctive advantage of Hong Kong (B¢ 2 & &£ RR4S @ FEaE
{&8%) thanks to its Common Law system. The NSSH could be a timely and perfect response
to such a call.

The development of NSSH would require undemanding resources and a relatively short lead
time, say 3 years, because all the key service providers are already in place, but apparently
lacking the awareness of the opportunities in New Space Economy. It is critical for the HKSAR
Government to give them a wake-up call by explicitly positioning Hong Kong as a NSSH and to
provide the necessary policy and legislative support. These service providers are already
experienced in servicing the marine and aviation sectors, and would learn to serve the space
sector promptly. Hong Kong is a super-connector, and would attract Mainland Chinese space
product/services providers and overseas parties to town to explore business opportunities with
the one-stop service support of our NSSH. Space talents and companies would be attracted to
Hong Kong, creating high-value-added jobs and businesses.
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We would like to propose to the HKSAR Government to, as the first two steps to kick-start the
NSSH initiative, (a) communicate our NSSH with the Central Government, and seek its
guidance and support; and (b) appoint a task force to (i) educate and coordinate with service
providers in Hong Kong in their pursuit for commercial space businesses; (ii) advise the
HKSAR Government about the necessary policy and legislative support for the NSSH; and (iii)
promote our NSSH internationally and in Mainland China in order to attract businesses and
talents to Hong Kong. While the task force could be formed within the Government, it is also
advisable for the Government to consider giving the mandate to a credible hon-government
organization, say Our Hong Kong Foundation or a local university. During our discussions with
related service sectors, we have identified capable and willing practitioners to help promote the
NSSH initiative.

(B) SPACE AS A KEY DRIVER FOR ECONOMIC AND
TECHNOLOGY DEVELOPMENT

Space is a new frontier to humanity, pretty much like the Open Sea in the 15" century and the
aviation in the 19" and 20" centuries. Portugal, Spain and Britain were among those that
became superpowers by being ahead of the others in capitalizing on the maritime technology
and economy. The story for aviation was similar. Now comes the space age, and China and
the US are leading the world. The US and China have launched 116 and 67 rockets
respectively into orbit in 2023, accounting for 82% of the total launches globally. China had 26
commercial launches out of its total of 67, i.e. 39%. (note 1)

Commercial space activities started more than three decades ago, with Year 2000 generally
regarded as the beginning of the New Space Economy. According to a research report
published on 8 April, 2024 by the World Economy Forum, the global space economy will be
worth US$1.8 trillion by 2035, up from US$630 billion in 2023, almost twice the rate of global
GDP growth. (note 2) Its rapid growth is fuelled by lowering costs and widening access to
space-enabled technologies for communications, navigation, earth observation, tourism, in-
orbit farming and manufacturing, space mining and other industries. Satellite-related products
and services account for a great majority of New Space Economy, and the revenue of satellite
industry was US$271 billion, representing 74% of the total revenue of space economy in 2020.
(note 3)

SpaceX is the largest private-sector space company in the world with headquarter in California,
the US, and was founded by Elon Musk in 2002. It researches, designs, builds and operates
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spaceport, rockets, spacecrafts, satellites, and Starlink satellite constellation. It provides not
only 13,000 high-paid jobs, but also billions of dollars of business and research opportunities to
universities, startups, and hardware and software providers. SpaceX is a very convincing
example about the economic and technology contributions of New Space Economy. (Note 4)
The other major players include Amazon.com, Boeing, Blue Origin, Rocket Lab, Airbus, and
Apple in the US; Telesat in Canada; Eutelsat/OneWeb in Europe, Virgin Galactic in the UK,
and Samsung in Korea.

(C) CHINA'S COMMERCIALIZATON OF SPACE
ACTIVITIES

The commercialization of space activities in China was kick-started in 2014 by a white paper
Document no. 60 of the State Council. It started slowly but then gained momentum with the
continued and strong support of the Central Government and the active engagement of both
the public and private sectors. (note 5) The number of companies of varying sizes engaged in
it amounts to 113,272 in 2023, out of which 43% in rocket and 35% in satellite. Out of these
companies, the number of registered and effectively operating commercial space enterprises in
China had exceeded 400 by the end of 2022. The scale of the market jumped from RMB800
billion in 2019 to RMBL1.9 trillion in 2023, at a compound annual growth rate of 23.3 percent.
The market scale is expected to reach RMB2.34 trillion by the end of 2024. (note 6) (note 7)
Selected trade and professional associations related to commercial space are listed in note 8.
Selected companies engaged in rockets, satellite and land facilities are listed in notes 9,10 and
11.

Strong push by local governments

Many local governments have been pushing for the growth of the commercial space industry,
introducing development policies and establishing industrial parks and bases, and Beijing,
Shanghai and Shenzhen are among the most advanced ones. For example, Beijing is the
home of 51 out of the top 100 commercial space companies in China in 2023. It announced
the Beijing Action Plan for Accelerating the Innovation and Development of the Commercial
Space Industry (2024-2028) in February 2024, which includes 18 policy measures. The action
plan focuses on mapping the commercial aerospace industry chain and supporting cutting-
edge research and development. It includes enhancing development guarantees, and fostering
a high-quality industrial ecosystem. It will promote cross-border technology integration to
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foster the development of internationally competitive innovative enterprises and industry
clusters. ltis also developing the “Beijing Rocket Street” ( “dtF A ET A M R4 2= E IR
B” ) with 140,000 square meters of building areas, and expects it to be completed in 2025.

It focuses on research and application of technology on rockets, satellites, and land facilities.

Beijing also handed out commercial space launch insurance premium subsidies for related
companies for four years in succession, in a bid to support them in carrying out R&D,
manufacturing and launch operations. (note 12) (note 13)

Another example is Shenzhen which published in July 2021 a list of available subsidies and
support measures for companies developing satellite-related technology. It included support for
reaching international certification, subsidies for international market access, and subsidies for
joint ventures with foreign companies in related industries. (note 14)

Funding of commercial space industry

The development of New Space Economy in China will be to certain extents similar to that in
the US. Space startups are initially funded by the founders’ capital, followed by angel
investment, venture capital, private equity and credit, government funding in the forms of
capital, contract and partnership, and then the mainstream financing like bank loans, and IPOs
(i.e. initial public offer). Family offices, ETF and mutual funds are among the investors in listed
and unlisted space companies.

The funding statistics in the US reveal that the US government has been consistently reducing
its investment in space as a percent of its budget (since the moon landing), and private funding
has dramatically increased. When the space launches have shifted from government to private
business, the funders of space innovation have shifted to the private sector. A total of
US$26.2 billion of non-government funding was invested in space startups globally during
2015-2020. (note 15)

The amount of investment in commercial space companies in China remains relatively small
when compared with the US, but it is growing rapidly in last few years. We saw a total
investment of RMB33 billion from 2014 to 2021, out of which RMB9 billion and RMB?7 billion
were recorded in 2020 and 2021 respectively. (note 14)

Huge growth potential ahead

Commercial space industry is in its early stage of development in China, with companies in
varying sizes, and mostly in pre-introduction, introduction and growth phases of businesses.
For example, BiPXEX SRR AR T has over 30 satellites in orbit, and over 200

commercial clients. Its focus on earth observation provides data on hidden crisis and
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continuous monitoring of roads, bridges, dams, subways, slopes, mines and icefields. Itis
planning to expand its annual production capacity of satellites. 381 {E5#E R ER AT was
established in 2018, and its “G60 2%&” is a joint effort of nine cities (note 16). It has 4
experimental satellites in orbit, with a target of 12,000 satellites by 2030. It has successfully
raised RMB6.7 billion in a Series A funding this year. #FBE#E48iKEE AR/ S was newly
set up in 2021, with around 10 experimental satellites in orbit, and is planning a “GW £ FEst+&]”
with 12,900 satellites by 2035. (note 1) Furthermore, various local car manufacturers began to
launch their own satellites and/or equip their cars with services enabled by connection with
satellite since 2019. The precision positioning service by LEO (“low-earth-orbit”) satellites
supports driverless and smart driving. (note 17)

There is also an urgent need to build additional rocket launch facilities in order to cope with the
guantum leap in demand for rocket launches as a result of fast-growing demand for space
services. China currently has only 4 land-based and 2 sea-based launch sites.

China’s commercial space industry is open to foreign countries and companies in the whole
array of partnership, including provision and acquisition of services and products, R&D, and
joint ventures in China and overseas. China’s 2021 Space White Paper called for more
international cooperation across all fields. (note 13)

The impacts of New Space Economy on economic and technology development would be
enormous because it involves the research, design, production, delivery, operation and
applications of rockets, satellites, spacecrafts, spaceports, telecommunication, data science,
in-orbit researches and industries, and others that are beyond our current anticipation. At the
Two Sessions in March 2022, Chief Designer of China’s Manned Space Program Zhou
Jianping called for increase of commercial involvement in China’s space sector. Therefore, the
funding requirement of commercial space industry would likely embark on an uptrend going
forward vs. the RMB9 billion and RMB?7 billion recorded in 2020 and 2021.

(D) HONG KONG AS A NEW SPACE SERVICE HUB

China’s exponential growth in commercial space industry would require strong support from
finance, insurance, legal, telecommunication, data management & analytics, research &
technology, and last but not the least, connection with overseas partners. This is a gold

www.oasahk.org




opportunity for Hong Kong to become a New Space Service Hub (“NSSH”) by providing these
services for the benefits of Hong Kong, our Country and the world.

NSSH for the benefits of Hong Kong, our Country, and the world

New Space Economy will become a key pillar of economy and technology globally, and NSSH
is a must for Hong Kong to maintain its roles as an international financial center, international
arbitration center, international research & technology center, and talent center. NSSH would
not only bring economic and technology advancement to Hong Kong but also boost the morale
and mindset of our community with a new growth domain.

The financial service and insurance sectors would stand to gain handsomely by supporting
projects and companies in China and those overseas. The comprehensive range of funding
and investment services and products in Hong Kong would cater to their changing needs at
different development stages, from angel investment, venture capital, private equity and credit
to mainstream services like bank loans and IPOs. These funding options would also attract
family offices, asset management and overseas investors to Hong Kong by enriching their
choice of investment assets.

Furthermore, satellite services are an integral part of low-altitude economy, smart city,
autonomous transportation and logistics, 10T, and mobile cellphone, which Hong Kong is
pursuing.

NSSH would help Hong Kong contribute to the key policies and strategies of our Country, e.g.
the commercialization of space; Belt-and-Road Initiative; and relationship enhancement with
ASEAN, African and Middle East countries, companies and people. If China could help these
countries with space technology, particularly the least equipped ones, the impacts would be
significant and lasting.

NSSH would make China’s space technology more accessible to the world by connecting the
various countries with Chinese space companies, and facilitating their partnership by offering

one-stop services, all in Hong Kong.

Readiness and advantages of Hong Kong

Hong Kong is well-positioned, well-timed and well-equipped to develop its NSSH, and
therefore it would require undemanding resources from the Government and the practitioners,
and a short period of lead time.

Well-positioned for Hong Kong to be a super-connector between Mainland Chinese and
overseas parties, with Common Law jurisdiction: China needs to connect with overseas parties
for trade (both products and services), funding and investment, R&D, and joint ventures. On
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the other hand, overseas countries and companies are increasingly looking for the services of
or partnership in space technology, and China is one of the most competitive and preferred
partners. The business opportunities could be inbound as well as outbound. These overseas
partners may require rockets and satellites to be launched and operated in China for their
uses, or they may ask for Chinese space companies to help them in space activities on their
own soil. Common Law is the most commonly used for international business, and Hong Kong
is the only city in China, that practices Common Law.

Well-timed for Hong Kong to be a NSSH given China’s advance space development and
emphasis to enhance relationship with overseas countries and parties: China’s space offering
is competitive and attractive to overseas parties, and on the other hand Chinese commercial
space companies need to scale up and grow by capturing overseas businesses and funding.
Space technology is a distinct and effective tool to enhance relationship with overseas parties,
and it would strengthen China’s Belt-and-Road initiative, and enhance relationship with
countries in ASEAN, the Middle East, and Africa.

Well-equipped for Hong Kong to offer the services: The financial, insurance and legal
practitioners in Hong Kong have been serving the marine and aviation industries well, and it is
a matter of drawing their attention to the opportunities in New Space Economy, and
coordinating their efforts to pursue the businesses. Telecommunication and data management
are already in the game, and they will strategize and act accordingly when they see
incremental business drawn by NSSH. Universities are engaged in space activities to different
extents, and NSSH would help boost the interest of faculty and students in space, and
generate research, startup and job opportunities.

(E) PROPOSED ACTIONS

THE TIME TO ACT IS NOW because places like Singapore is ahead and New Space
Economy is developing fast. Besides, the Chinese space companies need strong service
support from Hong Kong, not only in funding, but also connection with overseas parties for
business and collaboration.

Hong Kong is fortunate that all the key service providers are already in place, even though
some of them are not paying due attention to the opportunities of New Space Economy while
others are waiting for the Government’s support in policies and legislation and the marching
order. The loud and clear marching order is important because it would draw the attention
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and participation of related stakeholders, local and overseas, to the party, and it would help
enhance the impacts with the concerted efforts of all service sectors.

We have discussed the idea of NSSH with practitioners of related service sectors, Legislative
Councilors, prominent leaders of our community and a local university, and they are very
supportive. Their names can be provided upon request. The practitioners are ready to act if
the Government is going to provide policy and legislative support and lead their concerted
efforts.

The following actions are proposed for your consideration after taking into account of our
fruitful discussion on 15 November:

Action 1: The HKSAR Government to communicate with the Central Government about the
proposition of having Hong Kong as a NSSH, and seek its guidance and support;

Action 2: The HKSAR Government to announce its intention to build the NSSH, and appoint a
task force to (i) advise the HKSAR Government on the policies, legislation, infrastructure and
plans for NSSH; (ii) educate and coordinate with the service sectors in pursue of business;
and (iii) enhance Hong Kong’s visibility in New Space Economy in China and internationally.

The Government can set up a task force as part of the Government, or preferably give the
mandate to a credible organization. We are happy to propose some capable and possibly
willing organizations to be the task force based on our earlier discussions with them.
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SUPPLEMENTARY NOTES

Note 1: £5FMEIR 2024-4-20: A T JLE, PEEUMRANRT
https://www.eeo.com.cn/2024/0420/653847.shtml

Note 2: World Economic Forum 2024-4-8: Space Economy Set to Triple to $1.8 Trillion by
2035, New Research Reveals https://www.weforum.org/press/2024/04/space-economy-set-to-
triple-to-1-8-trillion-by-2035-new-research-reveals/

Note 3: 72nd International Astronautical Congress (IAC), Dubai, United Arab Emirates, 25-29
October 2021: “Debt and Blended Finance are the Bridge to Realizing the Immense Value of
Space” (IAC-21-E6.2)

Note 4: Forbes: SpaceX https://www.forbes.com/companies/spacex/

Note 5: China’s important policies regarding commercial space during 2014-2024
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Note 6: AR HR 2024-3-18: M XFABLREIEE
https://paper.people.com.cn/rmrbhwb/html|/2024-03/28/content 26049273.htm

Note 7: The State Council Information Office 2024-8-15: China's commercial space industry
gets off the ground http://english.scio.gov.cn/m/chinavoices/2024-
08/15/content_117369099.htm

Note 8: Selected trade and professional associations related to commercial space include &
ERENA~AI:. PEIRESMEUls. PEERNANS. FEDRERA~WEKE.
PELLBENS
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Note 9: Major companies engaged in rockets include: FARFHE—BR(“KME"RF). AAREH/\
BR(KIE"&RF), HEEMR (RE R RERR(RE RS), EFRoRE( WL R5). 27
MACEHME R, FRFHM. FHZE. SRR REMRX. XERX.

Note 10: Major companies engaged in satellites include $RAfi K. BFZ=EF., WMHAES, TX
D2, MAREARR, MARE/\R, FREMNEETESD. BSRIRETRESD. hE
DEMEEABRAT. DGIEEIEREERAT. LEESBEMNTHRAT.

Note 11: Major companies engaged in land facilities and services include dt RiiKNERHLH
RAT(ZEMEEM-WEN"), IERREMEFREARGRAT,. AREFLENESHENAE
PRAT.

Note 12: JtRTERIFHARER S 2024-2-4: JLFANETKEZMIRE WSIEA A RINE B &E
https://kw.beijing.gov.cn/art/2024/2/4/art 1134 673182.html

Note 13: SpaceNew 2024-2-9: Beijing government releases commercial space action plan
https://spacenews.com/beijing-government-releases-commercial-space-action-plan/

Note 14: Satellite Markets & Research 2022-6-1: A Rising Chinese Space Sector:
Expectations vs. Reality https://www.satellitemarkets.com/market-trends/rising-chinese-space-
sector-expectations-vs-reality

Note 15: 72nd International Astronautical Congress (IAC), Dubai, United Arab Emirates, 25-
29 October 2021: Debt and Blended Finance are the Bridge to Realizing the Immense Value
of Space (IAC-21-E6.2)

Note 16: The nine cities of “G60 2%%” are L&, M. =34, £, 77 AWM. S, FTH8

. BHE.

Note 17: Car markers engaged in satellite include {<1i}’s rocket CZ-11 WEY . {KZ&EKi&'s
rocket X7. 8. &HF.
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