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Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:
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Mr Chairman, as the paper explains, we do not think that the
subsidiarization proposal would actually be in the best interests of
investors, and we do not think it is really practical in today’'s
sophisticated financial markets where the different types of financial
business are becoming increasingly blurred. We also do not think that
this would eliminate the question of regulatory overlap between the SFC
and the HKMA, and also to compel the banks to subsidiarize their
securities business would not be in line with the practice adopted in

relation to insurance business or M PF business

In relation to the retail securities business, as the paper points out,
the banks are serving as agents in channeling security orders from
investors to stock exchange participants. Where banks are properly
regulated in relation to this intermediary role, we think it is
inappropriate to deny investors the choice and convenience of using bank
facilities to place their orders. We do not think this would help the

overall development of the securities market.

It is true that a number of authorized institutions have chosen to set
up separate broking subsidiaries which are registered with the SFC and
operate as stock exchange participants, but the decision whether to do
that or not, whether to set up a separate broking subsidiary, is really a
management and business decision for individual authorized institutions.
We do not think they should be compelled to establish a subsidiary

without proper business justification.

Even if a bank chooses to set up a separate broking subsidiary, we
do not think it should be barred from offering its customers the
flexibility of dealing in securities through the authorized institution.

-3- Friday, 23 February 2001



© 00 N oo o b~ w N e

W NN N NNDNDNDDNDNNIERPRPRP PR P P P R p
©O © 0 N O U0 A W N P O © 00 N O 00 M W N B O

Bills Committee on
Securities and Futures Bill and Banking (Amendment) Bill 2000

(EHERBERAEE ) R
(2000 FRMITXBENDHEHEE ) ZEE

By offering that kind of service the banks are serving as retail outlets for
investors to place their securities orders. We think this enhances the
order flow to stock exchange participants, which then execute the orders.
This seems to be beneficial to the overall development of the stock

market.

We think there are practical problems with the subsidiarization
proposal, because it is actually very difficult to distinguish between the
banking and security elements and products offered to customers in
today’s market, and private banking is a very good example of this. It
is called “private banking”, but actually a lot of private banking consists
of offering investment advice, of selling securities products, to
customers. It would be very difficult to see how, in relation to
something like private banking, you could take out the securities element
and put that in a separate subsidiary while you retained the banking

element within the bank.

On the question of regulatory overlap, we believe that the
framework that is set out in the Securities and Futures Bill does provide
an effective means for dealing with thisissue. We also think it provides
adequate protection for investors, and minimizes the regulatory burden
on the supervised institutions. It is true to say that the alternative of
requiring banks to subsidiarize their securities operation may appear to
result in a more clear-cut division of labour between the SFC and HKMA
regarding day to day supervision of securities business, but as | have
said, this would be at the expense of imposing an artificial separation
between banking and securities business. It would also result in
inconvenience for investors, and increased administrative overheads for
the banks, while not providing any extra regulatory benefits. The other
point is that even if the banks are required to subsidiarize their securities
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business, the question of regulatory overlap still exists. It isnot really
possible to compartmentalize regulatory responsibilities in a very neat
fashion, because the HKMA will still have overall responsibility, overall
supervisory responsibility for the whole of the business conducted

within a banking group.

In the two papers we have circulated we have also tried to explain
the role played by banks in securities, or compare the role played by
banks in securities trading, with that in their insurance and MPF
activities. As | mentioned at the meeting of the committee last week,
banks serving as agents in securities trading are performing a similar
role to the role as insurance agents or as MPF intermediaries. In
respect of that type of business, insurance agency business or MPF
intermediary business, there is no requirement for the banks to
subsidiarize that activity. It is also relevant to note that the register
concept that we propose for the securities staff of banksis similar to the
registration arrangements for bank representatives in respect of the

insurance agent and MPF intermediary business.

Just to conclude, we think the proposal for compelling banks to
subsidiarize their securities business should not be accepted since it
would not be in the interests of investors, or bring any additional
regulatory benefits. It would also have the effect of mandating a
business or management decision of banks without sound justification.
It also, as | said, does not eliminate the regulatory overlap between the
SFC and the HKMA. | think that a certain amount of regulatory overlap
is always going to be inevitable. It would also create an artificial
barrier between banking and securities business, which is contrary to the
trends in the market, or indeed to international trends. Thank you very
much.
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Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

| have to confess that my copy of the paper was also a bit blurred.
You start at the beginning and you have the customer who places a
security order with the authorized institution, the Al. Then that
securities order goes to the broker, the stock exchange participant. The
broker inputs the order for execution; it goes through the stock
exchange’s AMS3 trading system. That generates a trade confirmation
which goes back to the broker and the stock exchange participant. That
trade confirmation then goes back to the Al, who then notifies the

customer.

So the diagram is simply intended to illustrate the intermediary role
performed by authorized institutions in collecting orders from customers
and then routing them through stock exchange participants, and then
coming back to the customer with the order confirmation. It simply is
supposed to be a factual description of how the involvement of the Al’s
fits into the execution of deals on the stock exchange, on behalf of

customers.

HEEHA -
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Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

Well, | think it would depend on the type of system that is used
within the individual bank. | think in most cases the counter staff
would input the deal into a terminal, in which case the deal would be
executed very quickly, but | cannot give you the exact time. | mean, we
can certainly ask some banks and get an indication of the time, but | do
not see that, given the technology nowadays, it would take all that much

longer than simply going direct to a broker.
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Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
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Authority:

| think the difference should not be great, as | have said, because of
the use of technology, but can | just make the general point that if we are
talking about the distinction between trading through an authorized
institution and trading through a broker, there is a question of choice for
the customers, as to which way they want to do it. They have always
got the option of going direct to the broker themselves, and | would have
thought that, looking at it in competitive terms, that is the type of
competitive advantage that brokers may want to claim. They may want
to claim that you get a quicker, more personalized service with the

provision of advice.

It isreally offering customers the choice of which way they want to
deal. Itisobviously very convenient, if you have a bank account with a
bank, to also have a securities account operating alongside that; but in
certain circumstances the customer may want to have a more
personalized, tailor-made service, in which case they would want to go

to a broker.
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Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

Well, under the banking ordinance we have to approve the
establishment of all new branches by banks, and | daresay we would take
into account the general financial position of the bank — its capital
position, its liquidity, etc, and of the management and also the business
case for establishing that particular branch. If we are happy about the
overall condition of the bank, then we would not normally prevent a bank
from opening a branch if there was a reasonable business case for doing

SO.

In relation to securities business, if banks want to do securities
business in branches, then under the regime that is being proposed in the
Securities and Futures Bill we would want to be satisfied that the bank
had adequate systems within that branch for carrying on the securities
business, and that the staff who were carrying on that securities business
in the bank were fit and proper; because one of the features of the new
arrangements is that we will more explicitly require staff to be fit and
proper, and to be placed on our register. So even staff who are carrying
on the very basic type of securities business within a branch, on the
counter, simply taking orders from customers, will be required to be fit

and proper.
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Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

The number is about 45. In fact, in paragraph 4 of the paper they
say that there are 47 SFC-registered dealers that are owned by 45 Als or
Al groups, which means that in one or two cases there must be one within

an Al group.
TE

BEXHR—K - BISE 4REF > 275 79 RTREE
ZELE HNERA=TZHRTUEZEASTREELHEK -
MmeRERQELETEFLS » HIE Y
Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

| cannot recall the figures exactly, but | think that | mentioned last
time that of that 79 there were about 50 authorized institutions actually
carrying on retail securities business. Some of those 79 will not be
carrying on retail business; they will be doing private banking or
underwriting of corporate finance, which fall within the definition of
regulated activities but are not dealing in securities from aretail point of
view. So | think it is about 50 within that 79; 53. So the implication
is that most of those would have a broking subsidiary, in addition, to
carry on securities business through the bank itself.
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That is not unusual because, as | say, they have the option,
obviously, of either establishing their own broking subsidiary or using
the services of a broker, of an independent broker, owned by someone
else. | suppose it is natural that most banks would want to have their
own broking subsidiary so that they get commission income from that
source as well as income that they can get from customers through the
bank. In practice, however, | think most banks would not simply use
their own broking subsidiary to channel orders, because they would want
to have sufficient capacity to meet customer demand. So they would
probably have a number of broking subsidiaries, including their own

broker, to whom they would channel the orders as set out in the chart.
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% 5 Mr CARSE f#£ ¥ “how the branches of banks will ensure
that the staff dealing with front-line securities transactions

will still be required to be fit and proper”.

Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

Yes. Well, under the arrangements in the Bill, all staff of Al’swho
deal in securities will have to be placed on aregister with the HKMA, so
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will know the names of all those individuals. We will require Al’s to
ensure that all their staff are fit and proper in the sense that they have
received the right amount of training, which will be the same as the
training that will apply to people doing the same type of job in broking

operations.

The difference that we mentioned before is that we will put the onus
of ensuring the fitness and properness of individual members of staff on
the authorized institutions themselves. It will be for management to
ensure, in accordance with guidelines issued by the HKMA, that their
staff are fit and proper to do that job; and that fitness and properness will
extend down to the level of staff on the counters of banks, who are
receiving orders from customers. So from that point of view the
criteria will be the same as the SFC’s. In fact we are discussing at the
moment how the new fit and proper criteria that are about to be
introduced by the SFC will apply to bank staff at the moment. So we
are not actually waiting until this new Bill comes into operation. |
mean, this is something that will apply to bank staff as of now, and as |

say, we are in discussion with the SFC on this at the moment.

All the employees of banks who are conducting securities business
down to alevel of branch staff will be required to be registered with the
HKMA and the Al's will be required to ensure that they are fit and
proper. At the most senior level there will have to be two executive
officers in each Al who have overall responsibility for each of the
regulated activities. These will be at senior level. They could be at
director level or they could be at the level below director, provided they
have sufficient authority within the authorized institution to do the job.
Those individuals will be required to be fit and proper, and we will
approve those individually. So they will have to apply to the HKMA to
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Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

In fact, that requirement already applies at the moment. Since
1995 we have been saying to banks that they should abide by the SFC’s
code of conduct, and should ensure that their staff who are conducting
securities business are fit and proper to do that. There are going to be
two stages of change in the future, and the first is to take account of the
new fit and proper criteriaintroduced by the SFC. That will continue to
be applied to banks on an informal basis until the new Bill comes in.
Then when the new Bill comes in you will have a new guideline issued
by the HKMA which will mirror the requirements of the SFC. Banks
will have to register their employees with the HKMA and they will be
required by us to ensure that those staff who are entered on the register
are fit and proper, again, in accordance with the SFC criteria, and taking
into account the same general factors of integrity, competence and
knowledge, experience and skills. That would include sitting particular

types of examinations.

TE

gl £ & -

Deputy Chairman:

Thank you, Mr Chairman. | am not sure that | understood correctly
last time or the time before. It seemsto me that the differenceis: if you
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are a broker, where fitness and properness is concerned, you have to
directly get your qualification, whether by exam or because you are
already registered; but as far as the banks are concerned, you have
someone who is responsible, or who himself has to be fit and proper.
The people working under him will be on his assurance. | mean, these

people do not have to directly get the qualification. Is that correct?

Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

They do not have to get the qualification, but the assessment of
fitness and properness, or the onus of ensuring that staff are fit and
proper, will rest with the management of the banks concerned. But the
guestion is what criteria you use to decide fitness and properness.
Those criteria will be set out in guidelines issued by us and consistent
with those of the SFC. That will include the requirement to pass
examinations. What | am saying is that there is a distinction in that it
will be the responsibility of the senior management of the banks, to
ensure that their staff have passed the examinations, are registered with
the HKMA, and do not conduct securities business unless they have done

that.

So there is no difference in the qualification of the staff. The
difference arises as to whether we directly check that the banks have
done that on an individual basis, or whether the senior management of
the banks does it. The question then revolves around whether you

actually trust the senior management of the banks to do that job.

Deputy Chairman:
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| am sorry, Mr CARSE. | do not mean to interrupt, but the
guestion still is the person in the bank who has been assured by the
management, the senior management, to be fit and proper: how does the
senior management ensure that he meets the criteria? Isthat an internal

process?

Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

Yes.

Deputy Chairman:

You see, that is the difference. | am not quarrelling with you as to
whether the difference is something we can accept or not, but here is a
clear difference. Whereasif you are a broker you have to go directly to
the regulatory agency, to get your certification, if you are in a bank your
boss says that you are okay, and then you are okay. That is the

difference here. We will eventually deal with this difference.

Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

The question of whether an individual member of staff is fit and
proper to do a particular job will depend on a mixture of objective and
subjective criteria. Now, the objective criteria will be, for example,
whether the individual has passed a particular exam set by the securities
institute; and the responsibility of management will be to check that that
is done. Our job as supervisor is to check that the management is
performing that responsibility properly, and that is what we do all the
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time as banking regulators.

There is then a subjective element as to whether management has
formed the correct view as to whether their staff are competent. Banks
are having to do that all the time. That is why they have training
programs; that is why they have procedures for selecting and appointing
staff. The problem is that you can have two counter staff, one doing
securities business and one doing banking business. Arguably the staff
who are doing banking business are performing functions which are more
important than those doing securities business. They are taking your
deposits over the counter; they are conducting foreign exchange
transactions on your behalf; other very complicated remittance of funds;

other very complicated functions.

We take the view that it is the responsibility of the management of a
bank to ensure that their staff are fit and proper to do that particular job;
that they are properly qualified; that they have been properly trained.
It is our job as supervisors to check that they are carrying out that
responsibility correctly. We are applying the same principle in relation
to staff who conduct securities business within banks, with the added
safeguard that we will have a precise list of the people who are doing
that job, because they will have to be registered with the HKMA. If we
find, through customer complaints or through our own inspections, that
these staff are not doing the job properly and have not been trained, then
we would require them to be removed from the register. The penalty for
not removing from the register would obviously be disciplinary sanctions

exercised either by the HKMA or by the SFC.

The final resort, from the SFC’s point of view, is to take away their
exempt status, because they will have demonstrated that they are not
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fulfilling the requirements of being an exempt Al, but | think the
procedures that we are putting in place are the same as we would apply to
banking staff operating within a branch, with the added requirement that

they will have to be registered with the HKMA.

E
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Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

| think there would have to be some kind of designation that those
staff are qualified to carry out securities business, and are registered
with the HKMA. | think that in practice what you will have is that
some staff will be clearly dedicated to securities business. There will
be counter staff within certain branches who will be purely involved in
taking orders from customers and they will have to be registered with the
HKMA and there will have to be some kind of designation so that

customers know that they are registered with the HKMA.

You will have other type of staff, for example, those involved in
private banking, where you do have a cleared intermingling between
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banking business and securities business. Those staff will have to be
again registered with the HKMA, but they may also carry out some type
of business, which you could see as banking business. So some staff
will be doing both. Other staff will be clearly designated and separated

out to conduct securities business.

TE

ﬁ%%%@?sﬁ R BRI MR AEMES M HE N

fREPIESESR  HREFRTBEGEREZTEEXD -
i EENE Y

o
fﬁu[l

/

Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

Well, in fact, we will be writing to the authorized institution shortly
regarding the new fit and proper criteria. As a consequence of that, we
will be asking them to provide us with the names of all their staff doing
securities business as of now, without waiting for the register. As
regards the register itself, we are proposing to start the register within
one year after the enactment of the Bill and the accompanying Banking
(Amendment) Bill. We are not proposing to wait for the whole two-year
transitional period because we think the quicker we get the register up
and running, the better. That is actually one of the comments made by
HKAB who queried whether we should wait until the end of the
transitional period but we think it is best to get the register in place as

soon as possible.

There will be a certain amount of logistics involved in that and that
is why we have got a twelve-month period, but we would try to do it as
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quickly as possible after the enactment of the two Bills.
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Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

As | mentioned earlier, the approach we have adopted in relation to
banks is consistent with the institution-based supervision that we
conduct of banks in general. As | mentioned, it is not our practice to
individually approve junior members of staff within banks. | mean we
rely on the senior management of the banks, on the directors and the
Chief Executive and the senior managers below the Chief Executive to

exercise that responsibility.

Now, in relation to staff engaged in securities business, the first
thing we would do is to issue a specific guideline in relation to this type
of staff specifying the fit and proper criteria and the steps that banks

should take to ensure that the staff are fit and proper.

Then there is the register requirement, which is a new departure for
us so that we will know the names of these individual members of staff.
As regards how we check that banks are doing the job properly, well |
suppose we do it in the same way as we do it with banking business in
general, but we will conduct on site examinations which will include |
think, staff selection and approval procedures. We may, for example,
look at a sample of cases to see that banks have gone through the proper
procedures and that the staff have got the proper qualifications. So |
think we will try and adopt our normal approach in relation to checking
that banks’ business in general is being conducted in a proper fashion but

with some additional requirements in relation to securities business.

HEEHA -
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Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

| think what we are trying to do is to achieve consistency of
approach between the way in which the SFC does this and the way in
which we do this generally in relation to banks. The question | think is
that you have got to demonstrate the need. As | mentioned, we do not
approve individually junior members of staff. You can have a situation
where you have people working on the securities counter of a branch who
have to be approved individually by the HKMA or the SFC. Then you
have staff doing banking business who may be doing business that is
equally, if not more important, who are not approved individually by the
HKMA. So | think it’s trying to achieve a blend which achieves the
desired result in a cost-effective manner which does not involve too

much regulatory burden on individual authorized institutions.

Y i
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SEGHE -

Deputy Chairman:

In general | am beginning to find it very interesting and puzzling.
Presumably all this discussion is about whether you could have the same
standard. | hear the HKMA’s position and also Financial Services
Bureau's position is that we achieve consistency. Now anyone would
agree that consistency is less good than same. So if you have same you
do not want to go for consistency. Now is same very difficult in this
case. What you are saying is that as far as the bank is concerned, you
have the senior management who assures that people who are given the
role of securities job will be fit and proper. So presumably these people
are all fit and proper. You want to achieve a standard consistent with

the broker.

That depends, as far as the bank is concerned, on the continual
approval of the senior management. But as far as | can hear from the
SFC, | think Ms SHIU was telling us this seems to be a fairly simple
process. You make an application through a form, suddenly you
provide all the evidence and so on, it is approved and you are a fit and
proper person. Now that is a possible qualification wherever that
person goes he has that approval. Isn’'t that right? He is a fit and
proper person. So why shouldn’t the bank have these staff who are
involved in that kind of job, that’s the same kind of approval. By
filling in the same sort of forms, being approved by SFC and then he can
work in a bank, he can work in a brokerage firm, he can switch from one
bank to another, and HKMA will not have any additional work to do,
save to check that these people have the same certificates. So why not
do this?
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HMEEERFEBREREXL -

| will ask Barbara just to clarify a bit further. It is not as possible
as one would imagine. It is still a bit institution-tied, but let Barbara

explain further.
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Hon Audrey YU Yuet-mee, SC, JP:

Thank you, Mr. Chairman.

Actually | raised my hand when the Vice Chairman says she was
starting to get very puzzled because | am also starting to get very

puzzled.

| come back to the question of examination because this question
was raised — this is not the first time this question was raised. | mean
we asked it a number of times whether the employees in the banks who
are going to do security business will have to pass an exam and every
time we get the answer where we are thinking about it. | mean, today
you say that in fact the exam, which is run by the SFC, is done twice a
month. It sounds like something that you can do quite regularly, every
two weeks you can do this exam. What | cannot understand is why you
cannot make the employees who are going to work in the bank and who is
going to do security business, do the same exam. | cannot understand

what is the difficulty about making them do that.

Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

| do not think there is any difficulty. 1 do not think that is what we
are really talking about. | mean, the point we are making, | think, is
that the qualifications and the examination requirements of bank staff
will be the same as those working in brokers. | mean that is point one.
| think the point that the Vice Chairman was making was whether you
need to add the additional layer, which is to have approval of those
individuals by the HKMA. | mean that is really the point we were
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talking about. Asto why we have got to where we have got to, | mean it
is a question of looking at what the regulatory objectives are. You are
trying to deliver protection for investors and you are trying to ensure
that securities business is properly conducted within banks. Now there
are slightly different means towards that end. The standards that will
be used in judging the fitness and properness of individual bank
employees will be the same as those applied to staff working in
brokerages, including the examination requirement. So that, | think, is

quite clear.

The question is whether, when you come to assessing the fitness and
properness of those individuals, who does it? We think that, consistent
with the approach that we use for banks generally, the main
responsibility for assessing the fitness and properness of individual staff
rests with the senior management of the bank; with the board of directors
and with the chief executive and in the future with these executive
officers. That is why we have not said that we would require those
individual members’ names to be submitted to the HKMA for positive
vetting by the HKMA. We would expect the banks themselves to do

that and report the names to us.

As | said, we will check, through our own site examinations that the
banks are doing that job properly, but | think that is the sole difference
between what is being proposed under the SFC regime and what is being
proposed under the regime that will apply to individual banks. It’s that
final vetting process as to whether we are adding value, if we get these
individual names and say, “Yes, they have passed the examination”, we
can give them atick. We are saying that that responsibility should rest
with the senior management of the banks themselves. So | think that is
the key difference to what we are talking about.
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THE

Audrey.

Hon Audrey YU Yuet-mee, SC, JP:

Mr Chairman, that was a very long answer. But | am afraid it is

not the answer to my question.

| am simply asking about exams. | am not even coming to the
guestion of “fit and proper”. All | am asking is, first of all, the banks
are going to have a list which is going to be submitted to the HKMA of
the employees, the names of the employees who can do security business.
Right?

Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

Yes.

Hon Audrey YU Yuet-mee, SC, JP:

All I am asking is whether these people have to write or pass a test —
have to pass a test which is required by the SFC for the dealer’s
representative — for the brokers doing the equivalent type of business.

All I am asking is “yes” or “no”.

Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:
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Yes.
Hon Audrey YU Yuet-mee, SC, JP:

Do they have to write an exam? | mean, if the answer is “yes”, this
is going to be one of the requirements that answers my question. If you
say “no”, then my question basically is asking “what is the difficulty

about making them pass the same exam, that’s all?”

Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

Well the answer is “yes”.

Hon Audrey EU Yuet-mee, SC, JP:

Thank you.
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Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

Well they will be registered with the HKMA and they will not be
allowed to conduct securities business unless they are registered with the
HKMA. Now that is a statutory provision that is built into the Bill.
They are only to conduct securities business legally if they are registered
with the HKMA. So | mean, that seems to me to have the effect of a
licence. Whether you call it a licence, or registration, | mean it seems
to me to amount to the same thing. You cannot conduct securities

business legally unless they are registered with the HKMA.
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Mr David CRASE, Deputy Chief Executive, Hong Kong Monetary
Authority:
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Mr David CARSE, Deputy Chief Executive, Hong Kong Monetary
Authority:

Yes, it gets back to a certain difference in philosophy, a difference
in regulatory approach between the banking and the securities industry.
| mean the question | would put back to you is "Do you, as a depositor,
feel less confident in the security of your deposit within a bank, if you
know that the HKMA is not individually approving members of staffs
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that work within banks, the hundreds of thousands of employees who

work within banks."

The whole thrust of our supervision, | perceive in fact the SFC
would probably share in this, is to place the responsibility on the
Directors and the Chief Executive. We are always trying to steer a
course between over-regulation on the one hand, for which we get
criticized, and making sure there is adequate protection for depositors
and investors. What we try to do is come up with in relation to banks

which we think is consistent with what the SFC is doing.

| should say however that we are not precluded from doing checks
ourselves for these employees, for example, in relation to the employees
which are placed on the HKMA register, | think it would be only sensible
to check the names of those employees with the SFC, because the SFC
might have information in relation to these employees who may have
been working in brokerage companies previously. There may or may
not be black marks against those individual employees, so there is a

certain amount of vetting that we can do.

| think we will also discuss with the SFC whether there are other
types of vetting that we can do, for example it may be possible for us to
check with the ICAC or the Police. | have to say it depends on the
willingness of the ICAC or the Police to carry out vetting down to that
level. | know from past discussions with them that they are not keen to
get the vetting done at that level when you are talking about very junior
employees within banks. There is a certain amount of vetting that we
can and will do in liaising with the SFC to make sure that there is
nothing in their files in relation to a particular individual that will call
into the question of whether they are unsuitable to carry on securities
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business within banks.

| keep coming back to the basic point, which is “What are you
trying to deliver?” Are you trying to deliver a satisfactory degree of
investor protection. We think that the proposals outlined in the two
Bills achieve that. Of course we are very interested to hear the views
that you are expressing and | would just point out to you that we do not
at the moment, approve individual employees of banks. | do not think
that has really a bearing on whether the safety and soundness of the bank

or on the security of your deposits within the bank.
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Mr David CARSE, How many?

Mr David CRASE, Deputy Chief Executive, Hong Kong Monetary
Authority:

About 5,000 very roughly. We have not got the precise figure but
we think it is around 5,000.

Y i

- 69 - Friday, 23 February 2001



© 00 N O 0o B~ W N P

W N NN NNMDNDNDMDNDNDNRPRPRRPR PR PR P R R
©O © 0 ~N O O A W N P O © 0O ~N O 01 A W N P O

Bills Committee on
Securities and Futures Bill and Banking (Amendment) Bill 2000

(EHERBERAEE ) R
(2000 FRMITXBENDHEHEE ) ZEE

FTHMAREFRES » WHGHME KL EMEEEFTFEH
o AR FE T XREERNEERNEELES @ - THBTE
ZAOKHEZEEMEME —E2WE40EH ?

HEEBERFRSREREXL -

Nt - WERAETRXRGHE LT WS VI & VILE - AR
B AR By 2R R W AT A Gm Ay AT 9 Uk B ORE AT DL %R 3L B 3R o IE Gm
IR A e~ WEFERERNERE - 5B
o W T ER - BRRAMERFMA M I &R
EPNE &

TE -
/ST
FrEM=E A

T oHASENTRER LB RMBEEFEREAERD
P

(i
K

ERE

HEEXFRLERT EMREE - BERMEHAT T X
& AOB 1y &% H 1 H {F f & -

FrEHAER -

EQ =N

-70- Friday, 23 February 2001



o N oo o b~ W N Bk

Bills Committee on
Securities and Futures Bill and Banking (Amendment) Bill 2000

(EHERBERAEE ) R
(2000 FRMITXBENDHEHEE ) ZEE

THE

—

HMETXRgHELETHE VI &L VIS E T 5 &
FREMEXH o HmEEERKEAEMENEE -

m2727

o BX FF

-71- Friday, 23 February 2001



