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Ms Rosalind Ma

Clerk to Panel

Legislative Council
Legislative Council Building
6 Jackson Road

Hong Kong

Dear Ms Ma

Panel on Financial Affairs
Meeting to be held on 2 November 2009

Thank you for your letter addressed to our Chairman dated 15 October 2009.

During the past months, the Hong Kong Association of Banks (HKAB) has assisted,
through its Retail Banking Taskforce on Sale of Investment Products, the Hong Kong
Monetary Authority (HKMA) in the implementation of the audio recording requirements
and other measures to enhance the distribution process of investment products to the
retail investing public (Enhanced Measures). As summarised in Annex 1, most of the
Enhanced Measures have been implemented by the retail banking sector for a short
period of time. In particular, the full implementation of the measures to physically
segregate retail investment activities from ordinary banking business activities at bank
branches (Physical Segregation Measures) across the retail banking sector was required
by 2 October 2009.

It is understandable that both banks and their customers need time to adjust to the
enhanced distribution process. HKAB will endeavour to facilitate this process by
collecting feedback through member banks and raising and discussing any issues
identified with the HKMA as the Enhancement Measures are being fully rolled out. This
continuous dialogue between the HKMA and the industry should also facilitate the
overall review of the enhanced distribution process in light of working experience.
Pending this comprehensive review, HKAB is studying the proposals, including those
relating to the audio recording requirement of the sales process, set out in the consultation
paper released by the Securities and Futures Commission (SFC) on 25 September 200
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regarding pre-sale documentation, disclosure at the point of sale and after, selling
practices and post-sale cooling-off period. We anticipate that HKAB will provide
comments to the SFC on the consultation paper on behalf of members by 31 December
2009.

Given that the Enhanced Measures are only introduced for a short period of time as
explained above, HKAB does not intend to participate in the upcoming Panel meeting on
2 November 2009 but hopes that the information provided in the Annex to be useful for
discussion by the Panel.

Yours sincerely

— e

Jennifer Cheung
Secretary

Enc.



Annex

Circular of Hong Kong Monetary Authority (HKMA) dated 9 January 2009 to

all Authorised Institutions (Als) titled “Report of the HKMA on Issues

Concerning the Distribution of Structured Products Connected to Lehman Group

Companies” (HKMA 09JANO09 Circular)

Summary of Progress of Implementation by Retail Banking Sector

Implementation Progress

Reference Document

Retail Banking Taskforce on Sale of Investment
Products of HKAB (Retail Banking Taskforce)
discussed and agreed with the HKMA on the
implementation details of Recommendations 5, 10,
1112, 13, 14, 15, 17 and 18 set out in HKMA
09JANQ9 Circular applicable to investment
products that fall within the scope of regul ated
activities under the Securities and Futures
Ordinance (SFO).

Agreed implementation details are documented
inthe circular of the HKMA issued to al Als
dated 25 March 2009 (HKMA 25MAR09
Circular) (See Attachment 1)

Attachment 1.pdf

HKAB informed members of the public of the new
banking practice of audio recording the process of
conducting customer risk profile assessment and
the sales of investment products to retail investors,
in line with the audio recording requirement of
25MAR09 HKMA Circular.

HKAB pressrelease dated 19 June 2009 (See
Attachment 2). Visit
http://www.hkab.org.hk/DisplayWhatsNewsA ct
ion.do?ss=1&i1d=1068& lang=en to view the
video clip mentioned in the press release.

Attachment 2.pdf

Retail banking Taskforce discussed and agreed with
the HKMA on the distribution of investment

products which are not regulated by the SFO, given
the requirements of the HKMA 25MARQ9 circular.

Agreed details are documented in the circular of
the HKMA issued to all Alsdated 13 July 2009
(See Attachment 3).

Attachment 3.doc

HKAB informed members of the public that with
effect from 30 September 2009, banks would
enhance the signage systems at their branchesin
order to make “investment corners’ distinct from
the general banking halls, with illustrative
examples of “investment corners’ and the same
areas before enhancements at real branch settings.

HKAB press release dated 25 September 2009
(See Attachment 4). Visit
http://www.hkab.org.hk/DisplayWhatsNewsA ct
ion.do?ss=1&1d=1085& lang=en to view the
illustrative examples of “investment corners’
mentioned in the press release.

Attachment 4.pdf

HKAB informed members of the public that the
initial launch of the Physical Segregation Measures

HKAB press release dated 2 October 2009 (See
Attachment 5).




by member banks was generally smooth on 2
October 2009, the first business day whereby full
implementation of the Physical Segregation

M easures across the retail banking sector was
required.

Attachment 5.pdf
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HONG KONG MONETARY AUTHORITY
THSMEHER

Banking Supervision Department WIFTERFR

Our Ref.: B1/15C

25 March 2009

The Chief Executive
All Authorized Institutions

Dear Sir/Madam,

Implementation of recommendations in the HKMA’s ort _on Is
oncerning the Distri on of Struetured Produc onnected to Lehman

Brothers (“the HKMA's Report™)

Further to my circular of 9 January 2009 requesting all Registered Institutions {RIs)
to implement a number of recommendations in the HKMA’s Report, the HKMA and
the Hong Kong Association of Banks (HKAB) have, through the Retail Banking
Taskforce on Sale of Investment Products established by the HKAB, further
discussed and worked out the implementation details for these recommendations.
All RIs are expected to implement these recommendations according 1o the
implementation details set out in the two Annexes to this letter. The HKMA will
in due course conduct onsite examination to review RIs’ implementation of these
recommendations.

If you have any questions on the above, please get in touch with your usual
supervisory contact at the HKMA.

Yours faithfully,

AJ e Srnn
Nelson Man

Executive Director
(Banking Supervision)

Encl.

c.c. Chairman, Hong Kong Association of Banks
Chairman, The Deposit-taking Companies Association

55th Floer, Twa Intarnational Financa Centre, ERTRAMBTEVER S W .02 550
8 Finance Street, Central, Hoog Kong B (852) 2878 1649 B X (852) 2878 1670
Tel: (852) 2878 1649 Fax: (852) 2878 1670 % 86 Nolson_SK_Man@hkma.govhk
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Annex 1

Registered Institutions (“RIs”) are required to implement the following recommendations in accordance with the timetable
specified

Detailed Guidance on Implementation
(Timeline of implementation follows the original timetable unless
otherwise stated)
1| After consultation with the Securities and Futures Commission (SFC), a
n'| health wamning statement with the following wording will be included in
| the marketing materials and offering documents of all structured
¢| investment products:

1 “This is a structured product irvolving derivatives. The investment

| decision is yours but you should not invest in the [product name/type]

ot | unless the intermediary who sells it to you has explained to you that the
| product is suitable for you having regard to your financial situation,

| investment experience and investment objectives. "
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| For existing marketing materials and offering documents of structured

7 | products already authorized by the SFC, the health waming statement
"| may be included on a separate sheet attaching to the materials. When
| the remaining printed stocks of these materials have been used up and

" |need to be replenished, the health waming statement should be
| incorporated into the newly printed materials and a copy of the revised

_{ materials should be submitted to the SFC for record. The above is
" | subject to due compliance with the relevant requirements under the SFO

1
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Registered Institutions (“*RIs”) are required to implement the following recommendations in accordance with the timetable
specified

Detailed Guidance on Implementation
(Timeline of implementation follows the original timetable unless
otherwise stated)
| or the Companies Ordinance and applicable SFC codes and guidelines.

Timetgble - - ..

The requirement applies equally to phone banking transactions where
| the health warning statement should be provided verbally over the

| 1. The definition of structured investment product (for the purposes of
the health waming requirement) is an investment product with
embedded derivatives that fall within the coverage of the Securities
and Futures Ordinance. By this definition, stock trading is deemed
to be excluded.

.| 2. The wording of the health waming statement for structured
e investment products stated above was finalised in consultation with
the SFC. The health waming statement is meant to be a warning to
investors, Where an investor insists on buying a product despite a
risk mismatch to his investment appetite or investment objectives,
banks must demonstrate and prove that it has during the selling
process complied with all applicable laws and regulations including
the SFC’s Code of Conduct e.g. they have properly conducted
suitability assessment and clearly explained the risk to the investors,
with adequate documentation and evidence to demonstrate that this
has been done.
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Registered Institutions (“R1s™) are required to implement the following recommendations in accordance with the timetable

specified

Detailed Guidance on Implementation
(Timeline of implementation follows the original timetable unless
otherwise stated)

. The HKMA and SFC are working on Key Facts Statements which

should be provided by the product issuer and Rls respectively.
These will be released in due course for market consultation.
When the Key Facts Statements are finalised and introduced, the
HKMA will consider whether there is still a need for a separate
health warning staternent.

. Some RlIs may wish to apply the above health warning statement to

investment products which are not structured products. In such
circomstances, RIS may suitably replace the words “structured
product involving derivatives” in the first sentence of the health
wamning statement with words like “investment product” which
would provide more accurate description of the relevant investment
product while keeping the rest of the health waming statement
intact.

| the" rigk. proﬁle and: ‘asked nskassessmen:bythe ‘invesior,

2 | The HKMA expects that the assessment of a customer’s risk profile

¢ | should be carried out by non-sales staff. However, in situations where
| | this is not practicable, an independent review must be performed on the

¢’| risk assessments conducted by sales staff. The independent review
) | should satisfy the following criteria:

100% check on risk assessments with customers graded above
the medium risk category
100% check om risk assessmepis involving wulnerable
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Registered Institutions (“RIs”) are required to implement the following recommendations in accordance with the timetable

specified

(Timeline of implementation follows the original timetable unless

Detailed Guidanee on Implementation

otherwise stated)

M

As part of its ongoing supervision, the HKMA will collect from Rls
details of exceptions identified in independent reviews and will assess
the effectiveness of independent reviews performed by Rls.

| In consultation with the SFC, it is considered that the independent
| non-sales staff performing the customer risk profiling does not have to
.| be a relevant individual provided that the staff will not be involved in
any activities that will fall within the definition of the various types of
{ regulated activities and on the basis that:

customers graded above the lowest risk category -

Sample check (at least 20%) on risk assessments of all other
customers graded above the lowest risk category

The independent review should cover all sales staff who have
performed assessment of customers’ risk profile

In case exceptions are noted with the risk assessments
performed by a sales staff, the RI should perform a2 more
comprehensive review on the risk assessments performed by
that staff,

the staff will only perform the customer risk profiling process,
i.¢. ask the customer to provide information for completion of
a standardised questionnaire, record the answers (e.g.
inputting into system) and inform the customer of the resultant
risk rating assigned by the system as well as the




Annex 1

Registered Institutions (“*RIs™) are required to implement the following recommendations in accordance with the timetable

Detailed Guidance on Implementation
(Timeline of implementation follows the original timetable unless
otherwise stated)
corresponding allocation mong different asset classes (but
not specific products); and

(ii) the staff will not induce client to deal in securities and will not
talk about specific investment products with client.

{ On the same basis, it is considered thet the staff responsible for

conducting the independent review for cases where the risk profiling is

{ done by sales staff would not be required to be registered as relevant
individual.

| Customers should be provided with a copy of the risk profile and asked
{ to confirm his/her agreement that the risk profile is accurate. The
assessment process should be andio recorded and the audio records
| should be retained for seven years.

| Timeline for implementation of the audio recording :equir;:ment will
follow that of Recommendation 13.

s | The audio records should be retained for seven years.

t1 Given the system changes required in implementing this
; | recommendation, the HKMA is prepared to allow RIs more time to set
|up the sudio-recording system but full implementation of this
recommendation should be achieved by end of June 2009. Individual

5
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Registered Institutions (“RIs”) are required to implement the following recommendations in accordance with the timetable

specified

Detailed Guidance on Implementation
(Timeline of implementation follows the original timetable unless
otherwise stated)

er | RIs requiring more lead time for implementation due to technical
| difficulties should liaise with their usual HKMA contact directly with
| justifications for requiring a longer lead time.

.| RIs should notify customers directly of the higher risk rating through
'} monthly statement or a separate letter. The HKMA notes that this may
* | necessitate system changes by RIs and some RIs might need more time

1 to comply with this recommendation. In any case, Rls are expected to

.] practicable but no later than 30 June 2009. Individual Rls requiri
" | more lead time for implementation due to technical difficulties should
"| liaise with their usual HKMA contact directly with justifications for
| requiring a longer lead time. Before this is done, RIs should, as an
" ‘| immediate and interim measure, take appropriate actions to alert
- | customers of the higher nisk rating and provide a channel (e.g. website
| or dedicated telephone line) through which the customer could access
- | the relevant information.

~'| RIs have no further obligation to make the disclosure to a customer who
".| has closed his’her account or has the relevant investment product
- { transferred to another bank’s account.

achieve full implementation of this recommendation as soon as

Aot o -
investor’s reasons, tariding
and agreeinent to the'risk mismatch,

| Bank staff ias a heightened responsibility in ensuring that the suitability

requirements are met and that risks are clearly explained to investors in
the selling process. Whenever a product with a risk rating higher than

6
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Registered Institutions (“RIs”) are required to implement the following recommendations in accordance with the timetable
specified

Detailed Guidance on Implementation
(Timeline of implementation follows the original timetable unless
R otherwise stated)

r’s | the customer’s risk tolerance !zvel is sold to the customer, the bank sta¥
ing { should ensure the following: (i) remind the customer of the risk
udit | mismatch and that the product may not be suitable for him/her; (ii)

ve | document the reasons of any product recommendations as well as the

& | reasons of the customer’s choice of products; (iii) the customer should
| sign his/her acknowledgement of the risk mismatch; and (iv) the full
" ] conversation should be appropriately audio-recorded. In the event of
i | inconsistent answers given by a customer, the bank staff should seek
bé | clarification from the customer and document the reasons given by the

'{ customer.  Endorsement should be sought from supervisory staff within
1 the institution.

as.)
«nd | Timeline for implementation of the audio recording requirement will
" follow that of Recommendation 13.

i | RIs are expected to put in place appropriate “mystery shopper”
‘1o | programme as 50on as possible.

| The HKMA and SFC will jointly develop an external “mystery shopper” |
| programme and will further work out the timeframe of the pilot
| programme of customer surveys.
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Registered Institutions {(“RIs™) are required to implement the following recommendations in accordance with the timetable
specified

Detailed Guidance on Implementation
(Timeline of implementation follows the original timetable unless
otherwise stated)

| RIs are expected to implement this improvement measure immediately
in case they have not already done so.

! The recommendation numbers are those referred to in paragraphs 8.1 to 8.50 of the HKMA's Repart.
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Registered Institutions are required to formulate a plan on how to implement the following recommendations for discussion
with the HKMA. by the end of March 2009

Implementation plan agreed by the HKMA and the banking industry

a: requuemmt that théte be uomplete mfmmaﬁon
" $eparation between®a’retail ciastomer's deposit
" _accounts and his ‘investment accounts .and a

| Following discussions with the Retail Banking Taskforce on Seale of Investment
1 Products (“the Retail Banking Taskforce™) of the Hong Kong Association of Banks
| (HKAB), the HKMA sets out below the implementation arrangement for this
;| recommendation:

4,

. For existing active investment customers, banks are not required to seek positive

. For (i) existing inactive investment customers, (ii) existing customers who have

RIs will set up designated “investment comer” with proper “signage” in the
bapnking hall away from the general banking area. All sales of investment
preducts must be conducted in the investment comer by qualified staff. Staif in
the investment corner may provide full banking services to customers provided that
the customer has provided consent for the RI to access and utilise histher deposit
information for investment and wealth management purposes.

consent from these customers for accessing and utilising their deposit information
in the investment comer. However, banks should notify these customers of the
new segregation arrangement and provide them with an option to refuse the bank’s
utilisation of their deposit information for sales/solicitation by the bank staff in the
investment comner.

previously lodged complaints alleging mis-selling of investment products by the RI
and (iii) new customers, the Rl will need to seek specific consent from these
customers prior to offering full banking services at the investment corner.

RIs should ensure that a robust system is in place to ensure that both customers and

1



Implementation plan agreed by the HKMA and the banking industry

Recommenduﬁons _ L

bank staff are aware of the differentiation between the designated “investment
corner” and the general banking area, and there will be procedures in place to
ensure that customers will not be lured into the “investrnent corner” but use it only
at their own initiatives.

. Rls may continue to display marketing materials at bank halls as they are doing

currently. However, as this may be considered as part of the solicitation process,
care must be taken to handle follow-up enquiries and/or sales to persons who are
not yet a customer of the bank to avoid breaching the cold-calling rules. If
customers, after reading the marketing materials, want to know more about the
investment products or show interests to buy them, then normal suitability
procedures must be conducted (as set out in SFC Code of Conduct 5.1 and 5.2 and
FAQs on suitability obligations), and under the new segregation arrangement,
should be done at the investment corner.

. The “physical segregation” requirement would not be appliceble to general phone

banking on the basis that (i) it will be audio recorded and (ii) complicated and high
risk investment products will not be marketed or solicited to customers through this
channel. For the avoidance of doubt, phone banking between relationship managers
and their customers will follow all procedures applicable to the investment comer.

. Taking into account the time needed for operation and system changes, Rls are

expected to achieve implementation by 30 September 2009. Individuel RIs
requiring more lead time for implementation due to technical difficulties should
lisise with their usual HKMA contect directly with justifications for requiring a
longer lead time. For the purpose of consent seeking, customers who open
investment accounts on or after RI’s implementation of this segregation
arrangement will be considered “new customers”.

the above orms of segreg on"should apply to
Als’insurince - activities: ‘and bihiér investment

.| The HKMA and the HKAB’s Retail Banking Taskforce agree that the above
| arrangement will apply to Rls’ insurance activities and other investment activities,
except for the following list of general insurance and traditional life insurance products
con the basis that customers could generally distinguish them from deposit products and

2




Implementation plan agreed by the HKMA snd the banking industry

i Recommendstions

Pl

:'| that cooling-off pericd applies for traditional life insurance products. For life

insurance preducts, RIs should include the following risk disclosure statement:
Warmni tatem
"[Plan name] is an insurance plan with a savings element. Part of the premium pays for
the insurance and related costs. If you are not happy with your policy, you have a right
to cancel it within the cooling off period and obtain a refund of any premiums paid. A
written notice should be received by us within the cooling off period (that is, 21 days
Jrom the date of the application, 14 days from the date of issue of the policy, or 5 days
from the date of delivery of the policy/a notice (informing yowyour representative about
the availability of the policy and expiry date of the cooling-off period), whichever is
later). After the expiration of the cooling off period, if you cancel the policy before the
end of the term, the projected total cash value may be less than the total premium you
have paid. "
List of general insurance and traditional life insurance products that may be sold
gutside the investment comer
(a) General Insurance
Accident
Sickness
Land vehicles
Fire and patural forces
Damage to property
Motor vehicle liability
General liability
Credit
Miscellaneous financial loss
Legal expenses
(b) Traditional Life Insurance Products

= Life and annuity (including endowment)

®  Permanent health

3




- - Recommendations - Implementation plan agreed by the HKMA. and the banking industry
PR , coe »  Retirement scheme management (except MPF products)
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Press Release

New Audio Recording Requirement Pertaining to Sales of Investment Products

19 June 2009 - This video clip explains the practice of banks to audio record the
process of conducting customer risk profile assessment and the sales of investment
products to retail investors. This practice aligns with the audio recording requirement of
the circular of the Hong Kong Monetary Authority issued to All Authorised Institutions
dated 25 March 2009 regarding the sales of investment products.

http://www . hkab.ore.hk/Display WhatsNewsAction.do?ss=1&1d=1068&lang=en
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Our Ref.: B1/15C
13 July 2009

The Chief Executive
All authorized institutions

Dear Sir/Madam,

Selling of Investment Products

In the current low interest rate environment, depositors are likely to have an
increased interest in looking for enhanced return from investment products. This
circular reminds authorized institutions (Als) that they should exercise due care in
marketing and selling investment products to customers.

Investment products regulated under the Securities and Futures Ordinance
(SFO)

For sale of investment products that fall within the scope of regulated activities under
the SFO, Als are reminded again that they must have effective controls and
procedures to ensure compliance with the requirements of the SFO, the Code of
Conduct for Persons Licensed by or Registered with the Securities and Futures
Commission and the questions and answers on suitability obligations dated 8 May
2007 issued by the Securities and Futures Commission (SFC), and all other relevant
requirements of the SFC and the Hong Kong Monetary Authority (HKMA). These
include the requirements set out in the HKMA circular of 25 March 2009 on the
"Implementation of Recommendations in the HKMA Report on Issues Concerning the
Distribution of Structured Products Connected to Lehman Brothers" (the HKMA
circular).

Investment products not regulated by the SFO

Many Als also distribute investment products which are not regulated by the SFO,
such as currency and interest rate linked deposits and derivatives. Similar to SFO-
regulated investment products, these products involve investment risks to the
customers and are often not principal-protected. Als selling these products must
ensure the suitability of their recommendations and/or solicitation for the customers.

Apart from ensuring suitability, Als should also clearly disclose, among other things,
the following key facts and risks to the customers when marketing and selling
investment products that are not regulated by the SFO:

e these products are NOT equivalent to time deposits and are NOT protected
deposits under the Deposit Protection Scheme in Hong Kong

e where applicable, the fact that these products are not principal-protected

e explanation of the nature of these products and whether they include any
embedded derivatives and/or leverage, and the key risks of the investment
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including any risk of substantial losses to their investments

e any disclosure of the maximum expected return of the investment must be
accompanied by equally prominent and clear warning that the investor is
subject to the risk of loss to his investment

e the "health warning" as set out in the HKMA circular, if they are structured
products

Als should conduct the above procedures inside the investment corner, and for audit
trail purposes, must maintain adequate records to demonstrate that they have
conducted appropriate suitability assessment and evidence that they have made the
above disclosures, including audio recording as required in the HKMA circular.

For products that are relatively simple, such as non-leveraged foreign currency
linked deposits of major currencies®, non-leveraged interest rate linked deposits and
non-leveraged gold linked deposits, the HKMA is prepared to allow some operational
flexibility in complying with the risk disclosure requirements for roll-over and
repeated transactions. For these products, Als should conduct the suitability
assessment and make a full disclosure of the key facts and risks as set out above
inside the investment corner at the time of the first transaction of each type of
products. For roll-over transactions and repeated transactions (within six months of
the previous transaction) of the same product, Als may provide the customer with
leaflets or other written materials disclosing the key product facts and risks in lieu of
orally repeating the full risk disclosure provided that the customer confirms that
he/she continues to be fully aware of the risks of the product and the Al maintains
proper records (such as audio recording) to evidence that this is the case. In cases
where the roll-over transactions or repeated transactions are made by telephone
instructions, RIs must ensure and maintain audio records to prove that the
customers continue to understand the key risks of these transactions. For roll-over
and repeated transactions occurring more than six months after the previous
transaction, if the customer has represented to the Al that he/she understands the
risks of these products and insisted to waive the full risk disclosure, the Al may upon
the customer’s request, waive the full disclosure of the risks but the Al should ensure
that the customer’s representation and request are properly audio recorded as
evidence. Als are reminded that this operational flexibility does not discharge them
from the obligation of ensuring the suitability of the product to the customer in every
transaction.

For marketing materials of all investment products that are not regulated by the SFO,
the HKMA expects Als to follow standards similar to those issued by the SFC on
marketing materials, including the enhanced disclosure requirements as set out in
the SFC's circular of 3 October 2008 to issuers of retail investment products and the
SFC's letter of 5 December 2008 to issuers of SFC-authorised Collective Investment
Schemes. In particular, marketing materials must be clear, fair and

present a balanced picture with adequate and prominent risk disclosure in
compliance with all applicable regulations. Financial or other incentives (e.g. gifts) to
invest in a product should not be used or presented in a way that is likely to divert or
mislead investors' focus from the proper consideration of the product.
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Investment products sold through private placement

Currently, product issuers may distribute investment products through the "private
placement” channel only if the distribution meets the prescribed exemptions under
the Companies Ordinance (CO)2. A prospectus is not required in respect of products
sold through a private placement and the associated marketing materials are not
required to be authorized by the SFC. These requirements are designed to ensure
the provision of adequate information to investors and thereby offer them a measure
of protection. Accordingly, Als must be satisfied that the use of the private
placement channel for distributing investment products is appropriate and
justified. In particular, Als must be careful when dealing with schemes involving
recurrent series of substantially similar products with minimal changes in product
features and ensure that these schemes fully meet the prescribed exemptions for
private placement. Further, as the offering documents of investment products
distributed through the private placement channel are not required to be authorized
by the SFC, the HKMA will look to Als that distribute these products to ensure that
the offering documents contain full and clear disclosure of product nature and
risks. To enhance investor protection, the HKMA and Hong Kong Association of
Banks' Retail Banking Task Force have agreed that investment products sold through
private placement should be distributed only to professional investors, or to retail
investors with a minimum investment in the product of not less than HK$500,000.

If you have any questions on the above, please get in touch with your usual
supervisory contact at the HKMA.

Yours faithfully,

Nelson Man
Executive Director
(Banking Supervision)

c.c. Chairman, Hong Kong Association of Banks
Chairman, The Deposit-taking Companies Association

1 For the purpose of this circular letter, major currencies refer to US dollar, Euro, UK Pound Sterling, Australian
dollar, New Zealand dollar, Canadian dollar, Swiss Franc, and Japanese Yen.

2 The distribution must, amongst others, meet one of the following criteria in order to be qualified as private
placements exempt from the issue of a prospectus under the Companies Ordinance

- to not more than 50 persons;

- with a minimum denomination of HK$500,000;

- with a maximum size of HK$5 million; or

- to professional investors



Attachment 4

THE
HONG KONG
ASSOCIATION

OF
BANKS
= N
| EEBITLY
Room 525, $/F., Prince's Building, Central, Hong Kong FRDRATAMSE5255
Telephone: 2521 1160, 2521 1169 Facsimile: 2868 5035 WS - 2521 1160, 2521 1169 KXW : 2868 5035
Email: info(@hkab.org.hk Web: www.hkab.org.hk B : info@hkab.org hk 54 : www.hkab.org hk

Press Release

Retail banks implement new measures to physically segrepate retail securities
business activities from ordinary banking business at branches

25 September 2009 — With effect from 30 September 2009, members of The Hong Kong
Association of Banks (HKAB) will enhance the signage systems at their branches in order
to make “investment corners” distinct from the general banking halls. The enhanced
signage systems aim to provide members of the public with a clearer physical
differentiation between traditional deposit-taking activities and retail securities activities
(see illustrative examples of “investment corners” and the same areas before
enhancement).

The above arrangement aligns with the recommendations set out in the circular of the
Hong Kong Monetary Authority issued to all Authorised Institutions dated 25 March
2009 regarding the sale of investment products.

For further enquiries relating to this press release, please contact Ms Jennifer Cheung,

Secretary of HKAB at 2521 1169,

The Hong Kong Association of Banks
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Chairman The Hongkong and Shanghai Banking Corporation Ltd 1 IR EFELEERRITHERAA
Vice Chairmen  Standard Chartered Bank (Hong Kong) Ltd BIZRE EITET (B8) SRAR
Bank of China (Hong Kong) Ltd PE#HIT (F#) FRAFE
Secretary  Jennifer Cheung il BB

Incorporated by Ordinance, Cap. 364
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Press Release

2 October 2009 — The Hong Kong Association of Banks (HKAB) observes that the launch
of the Physical Segregation Measures by member banks has been generally smooth today,
the first business day whereby full implementation of the Physical Segregation Measures
across the retail banking sector is required.

Over the past months, the retail banking sector has taken a number of steps to enhance their
distribution of investment products, in line with the various recommendations and
implementation timelines set out in the circular of the Hong Kong Monetary
Authority (HKMA) to all Authorised Institutions dated 25 March 2009. On behalf of the
industry, HKAB will continue to liaise closely with the HKMA in a bid to further streamline
the distribution process for investment products under the enhanced regulatory framework
going forward.

For further enquiries relating to this press release, please contact Ms Jennifer Cheung,
Secretary of HKAB at 2521 1169,

The Hong Kong Association of Banks
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