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• Despite heightened volatility in global financial markets, the Hong Kong
dollar spot exchange rate remained broadly stable in the range of 7.751 to
7.754 most of the time in May to August.

• In September, the Hong Kong dollar strengthened to 7.75 against the US
dollar, and the strong-side Convertibility Undertaking was triggered
multiple times. The net inflows were possibly driven by increased
conversions of CNH into Hong Kong dollar after the recent volatility of the
renminbi exchange rate.



• A total of HK$20 billion of additional Exchange Fund Bills (EFB) were
issued in August to September to meet banks’ strong demand. Such
issuance led to a decline of the Aggregate Balance in August. The
HKMA announced on 29 September the issuance of another HK$20
billion worth of additional EFB in October.

• But since the beginning of September, the strong-side Convertibility
Undertaking has been triggered multiple times. In the period of 1
September to 16 October, total net inflows into the Hong Kong dollar
amounted to HK$93.5 billion, thus offsetting the impact of additional
EFB issuance and sending the Aggregate Balance to the level of
HK$374.1 billion.



• Short-term interbank interest rates were broadly steady at low levels.



• The Hong Kong dollar forward exchange rate tracked closely the Hong
Kong dollar spot rate most of the time over the past few months.

• The forward rate eased briefly in late August, alongside the increased
volatility in RMB exchange rate and market expectations of a potential
US interest rate liftoff, which led to depreciation in other emerging
market currencies.





• The consolidated capital adequacy ratio (CAR) of locally incorporated AIs
increased to 17.5% at end-June 2015 from 17.0% a quarter ago, mainly
due to a 2.6% rise in capital base in Q2 2015. The consolidated CAR
remained well above the international minimum standard of 8%.



• Hong Kong implemented the new Basel III liquidity requirements on 1
January 2015. Under the regime, AIs’ liquidity level is measured by either
the Liquidity Coverage Ratio (LCR) for category 1 AIs or the Liquidity
Maintenance Ratio (LMR) for category 2 AIs.

• In Q2 2015, the quarterly average LCR of category 1 AIs was 131.7% (well
above the 60% minimum requirement for 2015). For category 2 AIs, their
quarterly average LMR was 53.4% (well above the 25% minimum
requirement).





• The year-to-date annualised net interest margin (NIM) of retail banks'
Hong Kong offices narrowed to 1.32% in first half of 2015 from 1.40% in
first half of 2014, as subdued loan demand has caused some banks to
allocate excess funding to lower-yielding assets (e.g. interbank
placement).

• The aggregate pre-tax operating profit of retail banks' Hong Kong offices
grew by 4.9% in first half of 2015 as compared with the same period last
year. The improvement was mainly driven by the increases in fees and
commission income (+14.4%) and net interest income (+3.6%), but was
partly offset by growth in operating expenses (+10.7%).



• Credit growth moderated in the first 8 months of 2015 as corporations
generally have become more conservative in borrowing in view of the
uncertain macro-economic outlook.



• The Hong Kong dollar loan-to-deposit ratio decreased to 78% at end-
August 2015 from 80% at end-June 2015. The decrease was due to a
faster pace of decline in Hong Kong dollar loans than the decline in Hong
Kong dollar deposits.

• The all currencies loan-to-deposit ratio decreased to 71% at end-August
2015 from 73% at end-June 2015. The decrease was due to a rise in total
deposits coupled with a decline in total loans.



Latest statistics for residential mortgage loans (“RMLs”)

Monthly 
average
in 2013

Monthly 
average
in 2014

Apr
2015

May
2015

Jun
2015

Jul
2015

Aug
2015

Number of 
sale and 
purchase 
agreements

4,223 5,317 4,549 5,168 5,776 5,393 3,896

Number of 
new RML 
applications

8,694 10,481 10,007 11,990 11,726 10,139 9,630

Number of 
new RMLs
approved

5,952 7,337 6,690 7,952 8,785 8,112 6,981

Latest statistics for residential property prices

Property price index Period Property price index

Rating and 
Valuation 
Department
(10/1997=100)

Latest position 08/2015 176.4

Recent Peak 08/2015 176.4

Peak in 1997 10/1997 100.0

Centaline
(6/7/1997=100)

Latest position 11/10/2015 144.6

Recent Peak 13/09/2015 146.9

Peak in 1997 19/10/1997 102.9



Our plan for legislative amendments for the rest of this year and next year 
relating to Basel standards implementation:

BCAR 2015

• A draft set of BCAR 2015 have been prepared to address a few technical
differences between the text of the Banking (Capital) Rules and the
underlying Basel standards that were identified in the 2014 RCAP
assessment on Hong Kong conducted by the Basel Committee. All of the
differences were assessed as having no or immaterial impact on the capital
ratios of AIs but it is a good practice to make the proposed amendments to
closely align with the Basel standards.

• The amendment Rules were gazetted on 23 October and will be tabled at
LegCo on 28 October for negative vetting, with a target commencement
from next year.

2016 amendments to BCR and BDR

• Policy development is underway in relation to the implementation of a
number of Basel revised standards scheduled to take effect internationally
from 2017. These include:

 Capital treatment of counterparty credit risk exposures and equity
investments in funds (to be implemented through BCR
amendments), and

 Pillar 3 disclosure requirements (to be implemented through BDR
amendments)

• Consultation with the industry on detailed policy proposals is expected to
commence in the next couple of months.



• The second consultation on the regime (issued on 21 January) closed on
20 April 2015. 28 responses were received.

• A consultation response was issued on 9 October 2015. The response
also included discussion on a few further issues (e.g. on the Total-Loss
Absorbing Capacity (TLAC) requirement for the global systemically
important banks where international policy framework is close to being
finalised). TLAC is designed as a financial resource to absorb losses and
recapitalise a financial institution should it become non-viable.



• In August 2015, the HKMA issued guidance to banks on suitability assessment and product
information disclosure in the selling of life insurance products to customers. The guidance
assists banks to comply with regulatory standards, including relevant requirements issued
by the Office of the Commissioner of Insurance and the Hong Kong Federation of Insurers
respectively in July 2015.

• The HKMA notes that, since July this year, members of the public have been receiving calls
purportedly from banks which may ask them for sensitive personal information for other
unrelated purposes or may even cheat them for their money. In addition, some so- called
“credit intermediaries” have also claimed to be offering lower interest rates to the
customers, but which turned out to impose high interest rates or handling fees. In order to
further enhance the protection of the interests of customers, the HKMA has since July this
year introduced further measures to help the general public in identifying possible scams,
including:

- Required banks to step up efforts in drawing their customers’ attention to bogus
phone calls via various channels, and to take appropriate follow up actions to
protect customers who have disclosed their personal information;

- Required all retail banks to provide customer hotlines to facilitate the public in
verifying the identity of callers, and to post the hotline numbers and relevant
information on the websites of individual retail banks and the dedicated page newly
set up on the websites of the HKMA and the Hong Kong Association of Banks for
easy access by the public;

- Issued a circular to all banks on 7 August requiring them to cease the use of
intermediaries for the purpose of sourcing retail consumer financial products so that
if going forward there are intermediaries claiming to be able to provide referral
services to banks in respect of personal loans, tax loans and credit cards, the public
should be aware that such arrangements are not authorised by banks and may
involve fraudulent acts; and

- Jointly organised with the industry the “Beware of Fraudulent Calls, Verify the
Caller’s Identity” publicity campaign on 31 August, and will continue to work with the
industry in raising public awareness of phone scams and reminding the public not to
easily divulge personal information in order to protect their own interests.



• Educational messages on e-banking security and smart use of credit cards are
disseminated through video and radio broadcasting, publicity on the internet,
smartphone apps and out-of-home media. Comic strip was published and radio
clips were broadcast to remind the public to check if a financial institution is an
authorized institution under the HKMA’s supervision before placing a deposit with
it.

• The HKMA co-organised the “Hong Kong Liberal Studies Financial Literacy
Championship”, an online quiz targeting senior secondary school students. Under
the event, a “Meet the HKMA Chief Executive” activity and a school-based version
of the quiz (i.e. an educational kit sent to all secondary schools for use as a post-
examination activity for students) were also launched this summer to further
promote financial literacy of senior secondary school students and help them
understand the importance of responsible financial management.



• The key objective is to adopt the “gross payout” approach to determine deposit
compensation as opposed to the existing “net payout” approach so as to achieve
faster payouts, in 7 days under most circumstances.

• The draft Bill includes the following key provisions:

- determining the compensation payment of a depositor on a gross basis,
without deducting any liabilities owed by him/her to the failed bank;

- revising the definition of “Quantification Date” to refer to Deposit Protection
Scheme trigger date, which can provide a higher certainty, essential to fast
compensation determination; and

- enabling the use of the electronic communication in addition to the existing
written notice for notifying depositors about the payout details.







• According to the Securities and Futures Commission (SFC)’s survey, 71% of the
combined fund management business in Hong Kong was sourced from non-
Hong Kong investors in 2014, attesting to the fact that Hong Kong is a preferred
location for asset management business in the region.

• The number of licensed corporations for asset management has increased from
680 in 2008 to 1,082 in June 2015.

• Over 60 of the 100 largest global money managers (ranked by assets under
management as of end 2014) have offices in Hong Kong, and about 60 of them
are licensed by the SFC.

• Achieved leading positions as an asset management centre in Asia Pacific:

1. Hong Kong is the second largest private equity hub in Asia. The total capital
under management in private equity funds in Hong Kong reached US$113.7
billion as of mid-2015.

2. About 60% of Qualified Foreign Institutional Investor managers and Renminbi
Qualified Foreign Institutional Investor managers, as well as over 70%
Mainland fund management and securities firms with Qualified Domestic
Institutional Investor license have a presence in Hong Kong as of August
2015.

3. Hong Kong is also the largest hub for Asian hedge funds, with the number of
funds increased from 676 in 2012 to 778 as of 30 September 2014.



• Developing Hong Kong into a regional hub for corporate treasury centres (CTC)
has been one of the important areas of work of the HKMA in recent years. With
their vast, global business networks, some multinational corporations (MNCs)
process numerous large-value payments on a daily basis. Under their treasury
management systems, it is common for cash management, receipt/payment
processing, financing and risk management, etc. to be centralised to facilitate
management of these corporate treasury functions. The development of Hong
Kong as a CTC hub would complement many of Hong Kong’s existing
strengths, such as the offshore RMB market, capital formation, banking
capabilities, etc., thereby reinforcing Hong Kong’s status as an international
financial centre and enhancing the development of headquarters economy in
Hong Kong.

• The HKMA is working closely with the private sector and other Government
agencies in organising various marketing activities to promote Hong Kong as a
preferred regional destination for CTCs. To that end, we have met with over 100
corporations and financial institutions as of end August 2015.







• Financial benchmarks, especially the interest rate (commonly referred to as the
“Interbank Offered Rates (IBORs)”) and FX benchmarks, are referred to in many
financial contracts. Their robustness is crucial to the proper functioning of the financial
market. In view of the London Interbank Offered Rate (LIBOR) incident in 2012, various
international bodies have made recommendations to enhance the transparency and
robustness of those benchmarks that are widely used in the global financial markets.

• In July 2013, the IOSCO promulgated a set of principles, containing an overarching
framework of recommended practices for financial benchmarks in general. The FSB
also established the Official Sector Steering Group (OSSG) and the Foreign Exchange
Benchmark Group (FXBG) to review, and make recommendations on, those interest
rate benchmarks (the three major IBORs, i.e. LIBOR, Euro Interbank Offered Rate
(EURIBOR) and Tokyo Interbank Offered Rate (TIBOR)) and FX benchmarks
(WM/Reuters 4pm London fix) that are widely used in the global financial markets.

• The thrust of the international recommendations is that if market conditions permit,
financial benchmarks should be calculated based on actual transactions only. In
implementing the relevant recommendations, both IOSCO and FSB recognised that
there is no one-size-fits-all method. Individual jurisdictions should implement the
recommendations in a manner commensurate with the size and risks of the relevant
benchmark-setting processes.

• In this connection, the HKMA is working with the administrator of Hong Kong’s financial
benchmarks, the Treasury Markets Association, to reform the Hong Kong Interbank
Offered Rates (HIBOR), as well as the Spot USD/HKD Fixing and Spot USD/CNY(HK)
Fixing as appropriate. The HKMA will take into account international progress and
developments to inform our local review.



Operation of financial infrastructure

• The Hong Kong Dollar, US dollar, Euro and RMB Real Time Gross Settlement
systems, the Central Moneymarkets Unit (CMU) and the TR for OTC derivatives
have been operating smoothly.

OTC derivatives Trade Repository

• Since the reporting function of the TR was launched in July 2013, reporting by
banks to the TR has been smooth.

• Preparations including technical training workshops, system testing sessions and
regulation briefings have been made to support the implementation of the
mandatory reporting requirement introduced under the Securities and Futures
(OTC Derivatives Transactions-Reporting and Record Keeping Obligations)
Rules in Hong Kong on 10 July 2015.



The Bill includes provisions to:

• implement a licensing regime for SVF covering both device-based and non-
device based SVF with a series of licensing criteria including physical presence in
Hong Kong; principal business has to be SVF issuing; financial strength; float
safeguarding and management; fitness and propriety of ownership and
management; anti-money laundering and counter terrorist financing requirements;
security and soundness of system and business scheme, etc.;

• implement a designation regime for RPS under which RPS that are important to
the public and financial stability of Hong Kong will be so designated by the HKMA
and subject to the HKMA’s regulation;

• empower the HKMA to exercise necessary supervisory functions on SVF and
designated RPS including powers to conduct on-site and off-site supervision;
gather information; make regulations; issue guidelines; impose operating rules;
and give directions, etc.;

• empower the HKMA to exercise necessary enforcement actions on SVF and RPS
including the conduct of investigation;

• with reference to other legislation including the Banking Ordinance, Securities
and Futures Ordinance and the Anti-Money Laundering and Counter Terrorists
Financing (Financial Institutions) Ordinance, introduce relevant offenses and
sanctions for contravention of the the Clearing and Settlement Systems
Ordinance (CSSO) including minor sanctions such as caution, warning and
reprimand; and

• enhance the existing appeal mechanism under the CSSO to enable persons
aggrieved by a reviewable decision of the HKMA made under the CSSO to refer
the decision to an Appeal Tribunal for review.



Electronic Bill Presentment and Payment (EBPP) service

• The Water Supplies Department and the Rating and Valuation Department are among the
largest public sector bill issuers and account for around 70% of total bill payments received
by the HKSAR Government.

• Members of the public are now able to receive, view, manage and schedule payments for
Water Bill and Demand for Rates and/or Government Rent through their Internet banking
accounts.

• Currently, 19 banks, which operate over 9 million Internet banking accounts, are providing
the EBPP service to their customers through the Internet banking system. In addition, 140
merchants and charity organisations have joined the EBPP service.

• To help members of the public better understand and use the EBPP service for receiving e-
bill summaries from and making e-payments to the merchants and HKSAR Government, the
HKMA and the HKAB have jointly developed a wide range of educational materials including
a television API, radio API, video demo, poster and electronic brochure.

e-Cheque

• The objective of e-cheque is to provide an additional safe and efficient option of payment
instrument for the public. E-cheque is an “end-to-end” electronic payment instrument without
the use of paper or the need of physical delivery or presentment throughout the process. It
will be issued through the internet banking platform of the paying bank, and presented either
through the internet banking platform of the collecting bank or the centralised presentment
portal operated by Hong Kong Interbank Clearing Limited (the clearing house in Hong Kong).

• Banks will launch a three-month pilot run of the service on 7 December 2015, and a large
scale roll out in March 2016.

• All banks are required to accept e-Cheque deposit starting from 7 December 2015.
Nonetheless, it is up to banks’commercial decision to provide the e-Cheque issuance
service.

• The HKMA has commenced consumer education campaigns to enhance the public
awareness of e-Cheque and to educate the public on how to use e-Cheque. The first batch of
the publicity materials have been launched and the rest will also be rolled out by phases
soon.





• In the first eight months of 2015, RMB trade settlement handled by banks in
Hong Kong amounted to RMB4,507.3 billion, up 15% compared with the same
period in 2014.

• Transactions handled by Hong Kong RMB Real Time Gross Settlement
(RTGS) system increased further, with daily average turnover reaching
RMB1,036.4 billion in August 2015.



• At end August 2015, RMB customer deposits and outstanding RMB
certificates of deposit amounted to RMB979.0 billion and RMB111.4
billion respectively, totaling RMB1,090.3 billion, a 6% decline from the end
of 2014. The drop in customer deposits partly reflects a net outflow from
Hong Kong to Mainland China under trade settlement. Recent fluctuation
in RMB exchange rate and change in market expectation on RMB
exchange rate movement may continue to affect the size of RMB liquidity
pool in Hong Kong.

• RMB dim sum bond issuance slowed down, with issuance in the first eight
months of 2015 totalling RMB50.5 billion. Outstanding dim sum bonds
amounted to RMB368.4 billion at end August 2015. On the other hand,
RMB bank lending grew significantly, with outstanding amount of RMB
loans increasing to RMB284.1 billion at end August 2015, a growth of 51%
from the end of 2014.



• The HKMA continued to enhance RMB business collaboration and
exchanges between Hong Kong and other markets and promote Hong
Kong’s RMB business platform to overseas corporations and financial
institutions. The HKMA held a seminar on “RMB Internationalisation : A
New Era for Global Trade and Finance” in Toronto on 8 June 2015. In
addition, together with the Reserve Bank of Australia and the Australian
Treasury, the HKMA facilitated the Third Hong Kong-Australia RMB Trade
and Investment Dialogue on 9 July 2015 in Sydney.























The Hong Kong Mortgage Corporation introduced the following new
enhancements to the Reverse Mortgage Programme (RMP), with effect
from 12 March 2015:

1. Properties provided as security under the RMP are no longer required
to be the borrower’s principal residence;

2. More than one property can be used as security for application of a
reverse mortgage loan;

3. The maximum number of joint borrowers is increased from two to
three; and

4. Assignment of life insurance policy to the bank as additional collateral
under the RMP is allowed.



• Industry types of approved applications for 80% loan guarantee products:

Manufacturing sector – 24.5%

– Textiles and clothing 4.8%

– Electronics 2.3%

– Plastics 2.0%

– Printing and publishing 1.7%

Non-manufacturing sector – 75.5%

– Trading 45.9%

– Wholesales and retail 8.6%

– Engineering 2.9%

– Construction 2.7%



• Industry types for the approved start-up loans and self-employment loans (excluding 2
self-enhancement loans):

– Retailing 65 cases (41%)
– Servicing 55 cases (35%)
– Wholesales 20 cases (13%)
– IT related 9 cases (6%)
– Manufacturing 7 cases (4%)
– Others 1 case (1%)

* Component percentages in the table above may not add up to 100% due to
rounding.

• The enhancements introduced in June 2015 includes:

1. The aggregate lending amount cap of the Scheme will be expanded by HK$100
million to HK$200 million;

2. The maximum loan amount of a Self-employment Loan will be increased from
HK$200,000 to HK$300,000, which is consistent with that of the Micro Business
Start-up Loan under the Scheme;

3. The maximum number of co-borrowers is increased from 2 to 3; and

4. Existing or former borrowers of Micro Business Start-up Loan or Self-
employment Loan who have/had maintained their existing or former loans for at
least two years and a satisfactory repayment record under the Scheme can apply
for a new loan with a maximum loan amount of HK$600,000 (including the existing
outstanding loan under the Scheme, if any) at a lower interest rate ceiling of 8% per
annum.


