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• The Hong Kong dollar spot exchange rate traded in a softer tone in the past 

two months amid increased carry trades on the back of widening interest rate 

differentials between the US dollar and Hong Kong dollar. The Hong Kong 

dollar eased gradually from about 7.76 per US dollar at end-February to 

around 7.78 at end-April.  



• The Aggregate Balance remained stable at levels close to HK$260 billion 

in the past two months.    

 



• The Hong Kong dollar interbank interest rates (HIBORs) remained lower than 

their US dollar counterparts (LIBORs). Owing to the US interest rate hike in 

March, the spread between overnight HIBOR and LIBOR widened from -55 

basis points at end-February to about -85 basis points at end-April.  During 

the same period, the three-month spread also widened from -12 basis points 

to nearly -30 basis points. 

 



• Reflecting widened interest rate differentials between the Hong Kong 

dollar and US dollar, the 12-month Hong Kong dollar forward points 

moved into deeper discounts, from -170 pips at end-February to around -

340 pips in mid-April.  It remained steady at such level towards the end of 

April. 

 





• The banking sector continued to be well capitalised. The consolidated capital 

adequacy ratio of locally incorporated AIs declined slightly to 18.8% at end-

March 2017 from 19.2% a quarter earlier, but still well above the international 

minimum requirement of 8%.   

 

 

 

 



• In Q1 2017, the quarterly average Liquidity Coverage Ratio of category 1 

institutions was 146.2%, well above the 80% statutory minimum requirement 

applicable for 2017.  For category 2 institutions, their quarterly average 

Liquidity Maintenance Ratio was 49.9%, also well above the 25% statutory 

minimum requirement. 

 



• The asset quality of retail banks continued to hold up well. Their classified loan 

ratio edged down to 0.70% at end-March 2017 from 0.72% a quarter earlier.  

Similarly, the classified loan ratio of the whole banking sector fell to 0.83% from 

0.85%. 



• The net interest margin of retail banks’ Hong Kong offices rose to 1.38% in 

the first quarter of 2017 from 1.28% in the same period last year. 

 



Credit Growth 

• Hong Kong banking sector’s total loans increased by 4.6% in the first quarter 

of 2017, or 18.5% on an annualized basis, higher than the 6.5% increase in 

2016.  The growth in the first quarter was broad-based.  Both loans for use in 

Hong Kong (+4.1% on quarter-on-quarter basis or +16.4% on an annualized 

basis) and loans for use outside Hong Kong (+6.2% on quarter-on-quarter 

basis or +24.7% on an annualized basis) recorded significant growth, mainly 

due to increase in demand for new loans by Hong Kong corporates and 

overseas entities.  Trade finance also grew at a faster pace in March, 

reflecting the significant improvement of import and export trades in recent 

months.  

 

Asset Quality 

• The asset quality of the banking sector remained healthy.  At end-March 

2017, retail banks' classified loan ratio stood at 0.70%, still well below the 

long-run historical average of 2.3% since 2000.   

 



 

• Hong Kong-dollar loan-to-deposit ratio stood at 76% at end-March 2017, 

slightly down from 77% a quarter earlier. 

 

• All currencies loan-to-deposit ratio edged up to 69% from 68%.  

 



 

 

 

 

 

 

 

 

 

 

 

 

 

   

 

 

 

 

 

 

 

 

Latest statistics for residential mortgage loans (RMLs) 

Monthly 

average 

in 2015 

Monthly 

average 

in 2016 

Oct 

2016 

Nov 

2016 

Dec 

2016 

Jan 

2017 

Feb 

2017 

Mar 

2017 

Number of sale 
and purchase 
agreements 4,665 4,558 6,601 6,739 3,550 3,286 4,079 5,856 

Number of 
new RML 
applications 

9,626 10,294 14,323 14,204 10,505 9,914 9,904 15,603 

Number of 

new RMLs 

approved 
7,059 7,290 9,830 10,664 8,961 7,678 7,404 9,940 

Latest statistics for residential property prices 

Property price index Period Property price 

index 

Rating and 

Valuation 

Department 

(10/1997=100) 

Latest position 02/2017 180.9 

Recent Peak 02/2017 180.9 

Peak in 1997 10/1997 100.0 

Centaline 

(6/7/1997=100) 

Latest position 16/04/2017 152.8 

Recent Peak 16/04/2017 152.8 

Peak in 1997 19/10/1997 102.9 







• We plan to submit the above legislative proposals to the LegCo in the fourth 

quarter of 2017 for implementing the relevant international regulatory 

standards. 



• A revised framework for banks to risk-weight their credit risk exposures to 

securitisation transactions.   

 

• The revised securitisation framework is designed to:  

 

 reduce mechanistic reliance on external credit ratings, for instance, by 

improving the existing ratings-based approach by requiring (apart from 

external ratings) other risk drivers (e.g. seniority and thickness of a 

securitisation tranche) that should be taken into account in determining the 

risk-weight for an exposure; 

 

 calibrate risk-weights in a more prudent manner, in particular for certain 

types of exposures.  For example, the risk-weights for highly-rated 

exposures (such as AAA-rated exposures) have been increased so that 

their risk-weights will not be excessively low; and 

 

 enhance risk-weighting formulas (e.g. by taking into account the maturity of 

a securitisation exposure in determining the risk-weight of the exposure). 

 

• According to the Basel timeline, the revised framework should take effect from 

1 January 2018. 



• The leverage ratio was introduced under Basel III as a “back-stop” measure 

to contain the build-up of excessive leverage in the banking system.  It is 

essentially a “gross measure“ intended to provide additional safeguards 

against model risk and measurement errors inherent in the risk-based capital 

ratio. 

 

• According to the transitional Basel III implementation timetable, the leverage 

ratio is scheduled to become a binding minimum standard starting from 1 

January 2018, preceded by: 

 

 a “parallel run” period starting from 2013 when banks are required to 

report their leverage ratio to regulators for supervisory monitoring based 

on a 3% “testing minimum”, and 

 

 a requirement since 2015 to disclose their leverage ratio and components 

(based on a prescribed format). 

 

• Numerically, leverage ratio is expressed as a percentage of a bank's “Tier 1 

capital” (an existing defined term in the Banking (Capital) Rules (BCR)) to its 

“exposure measure” (generally derived from a prescribed calculation 

methodology using accounting values as a starting position). 

 

• We intend to amend the BCR to implement the minimum leverage ratio of 3% 

(same as testing minimum) and do not expect authorized institutions in Hong 

Kong to have any difficulty in complying with the requirement based on data 

reported to us so far. 

 

 

 

 

 



• This relates to the implementation of the “expected loss” provisioning model 

under the new accounting standard IFRS 9 that is scheduled to come into 

effect on 1 January 2018. 

 

• The move is a response to the lessons learned from the global financial crisis 

where the “incurred loss” provisioning model under the existing accounting 

standard (International Accounting Standard (IAS) 39) was considered to 

have resulted in loan loss provisions that were “too little, too late”. 

 

• The Basel capital framework requires provisions to be categorised into 

“general provisions” and “specific provisions” which (under the standardised 

approach) are subject to different treatments.  Such categorisation and 

treatment will remain unchanged for the time being pending the design and 

development of a longer-term solution by the Basel Committee. 

 

• There is little impact on the BCR apart from minor changes to align current 

definitions for “collective provisions” (i.e. general provisions) and “specific 

provisions” in the BCR (current definition tracks IAS 39 and hence to be 

adjusted). 

 

 



• Following the implementation of the Basel III Liquidity Coverage Ratio (LCR) 

in 2015, we are preparing to implement the other Basel III liquidity standard – 

NSFR.  The NSFR seeks to reduce banks' funding risk by requiring banks to 

fund their activities with sufficiently stable source of funding.   

 

• We propose that authorized institutions (AIs) designated as “category 1 

institutions” under the BLR, i.e. those institutions that are required to observe 

the LCR, should also observe the NSFR requirements. 

 

• It is also proposed that the Monetary Authority will specify another category 

of AIs based on their size and liquidity profile and require them to observe a 

modified or simplified version of the NSFR, known as the CFR.  

 

• The NSFR and the CFR will come into effect from 1 January 2018, in line 

with the Basel Committee’s timetable.  

 



Exposure Limits 

• The first part of the amendment is to implement the Basel Committee's new large exposures 

framework locally. The opportunity is also taken to modernise our local rules on exposure limits 

to align them with the Basel Committee's new large exposures framework and the latest market 

developments.  

 

• It is proposed that relevant provisions in Part XV of the BO be repealed and replaced with a 

rule-making power enabling the MA to prescribe exposure limits in rules (issued as subsidiary 

legislation) after consultation with the Financial Secretary.  This is because some parts of the 

new framework are highly technical in nature and setting them out in rules can avoid the need 

of including a significant volume of technical calculation mechanics within the primary 

legislation.  This is in line with the approach previously adopted for implementing the Basel 

Committee's capital and liquidity standards. 

 

Recovery planning 

• The second part of the amendment aims to incorporate explicit provisions into the BO to fully 

reflect the standards set by the FSB in its “Key Attributes of Effective Resolution Regimes for 

Financial Institutions”. Incorporating such provisions in the BO serves to provide greater 

transparency and certainty on the actions that should be taken by the banks and the MA’s 

powers to require AIs to maintain and implement recovery plans. 

 

Target implementation 

• The HKMA briefed the LegCo Panel on Financial Affairs on the proposed amendments on 16 

March 2017 and intends to introduce the bill into the LegCo in the fourth quarter of this year.  

This will allow time for the HKMA to develop the necessary rules, and for the AIs to prepare for 

the implementation of Basel Committee's new large exposures framework in accordance with 

the Basel timetable. 

 



• Following a two-month consultation on the PAR which closed on 21 January 2017, a 

consultation conclusion was published on 6 April 2017. The PAR and the 

commencement notice of the Financial Institutions (Resolution) Ordinance (FIRO) 

were tabled before the Legislative Council on 17 May, with a view to bringing the 

PAR and the FIRO into operation shortly after the completion of the negative 

vetting procedure within 2017.  

 

• To increase market understanding on how the Monetary Authority (MA) as a 

resolution authority will carry out its core functions, a number of policy papers are 

expected to be issued by the HKMA around the time the FIRO comes into effect. 

These policy papers, amongst others, will describe how the MA plans to carry out its 

statutory functions as a resolution authority for banks in Hong Kong, and the 

resolution planning core information requirements on authorized institutions (AIs), 

which is expected to be published as a chapter of the Code of Practice under the 

FIRO once FIRO comes into effect.  

 

• A key priority for 2017 is to begin the development of rules to be made by the MA as 

a resolution authority under FIRO relating to loss-absorbing capacity requirements 

(including the local implementation of the Financial Stability Board’s standard on Total 

Loss-Absorbing Capacity) to set local loss-absorbing requirements for AIs, with a 

view to beginning consultation on its proposals around end-2017. 



• The HKMA has co-operated closely with other financial regulators in Hong 

Kong in providing guidance and supervising authorized institutions’ selling of 

investment and insurance products. Our enhanced cooperation covered 

various aspects involving financial groups or regulated entities with close 

business relationships across different sectors in the financial services 

industry to ensure more co-ordinated and effective supervisory work. 

Besides, the HKMA will continue to collaborate with the Office of the 

Commissioner of Insurance on implementing the new regulatory standards in 

respect of non-investment-linked long term insurance products, and reviewing 

the implementation of those standards.  



• Positive responses were received from banks to further enhance the coverage of banking 

networks in remote areas and public housing estates (PHEs), with 8 banks planning to set 

up a total of 10 branches and 3 mobile branches for the next year or so.  As of mid-May, 2 

branches have already been opened in Tin Shui Wai North and Sha Tin respectively, and 1 

additional mobile branch providing services to 6 PHEs.  One more branch will be opened in 

Tin Shui Wai North in the third quarter, while more details will be announced in due course 

depending on the availability of suitable sites.  

 

• The HKMA, together with the banking industry, have reached out to the disabled groups to 

gather feedback for further enhancing barrier-free basic banking services (e.g. provide 

adjusted height counters at branches for people with physical disabilities, more voice-

navigation ATMs for people with visual impairment).  The HKMA is working with the industry 

on issuing practical guidance to promote accessibility of basic banking services by the 

disabled. 

 

• The HKMA has been working closely with the banking industry and business community on 

the important issue of account opening and maintenance.  Various measures have been 

taken by banks to enhance transparency and improve customer experiences, e.g. putting in 

place review mechanisms to re-examine unsuccessful applications.  Recent feedback 

suggests customer experience is improving while the work on this front is ongoing.  In April, 

over 100 representatives of 21 Chambers of Commerce, Hong Kong Association of Banks 

and 28 banks also participated in a briefing cum networking session jointly organised by the 

HKMA and InvestHK to share about the changing international regulatory requirements and 

the improvement measures introduced by banks on account opening and maintenance. 

 

• In March, the HKMA set up a dedicated team to follow up on feedbacks received about bank 

account opening and maintenance, and launched a dedicated webpage on its website to 

provide useful information and latest updates.  

  





Operation of financial infrastructure 

• The Hong Kong Dollar, US dollar, Euro and Renminbi Real Time Gross Settlement 

systems, the Central Moneymarkets Unit 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. 

 

• A series of system operation training, system testing sessions and regulation 

briefings have been organised to support the Securities and Futures (OTC 

Derivatives Transactions-Reporting and Record Keeping Obligations) Rules which 

came into force on 10 July 2015. Similar events have been organised continuously 

to support the Securities and Futures (OTC Derivatives Transactions-Reporting and 

Record Keeping Obligations) (Amendment) Rules, which will come into force on 1 

July 2017. 

 



Supervision of SVF licensees 

• In implementing continuous supervision on SVF licensees, the HKMA adopts a 

principle-and-risk-based approach focusing on areas of significant risk to the SVF 

industry and individual SVF licensees.  Ongoing supervisory work on SVF licensees 

includes offsite review, onsite examination and supervisory dialogues. 

 

• In March 2017, the HKMA started to publish statistics on SVF issued by the SVF 

licensees on a quarterly basis to enhance market transparency. 

 

Public education programme: 

• The HKMA will continue to conduct public education programmes via various 

channels to raise public awareness on issues in relation to online payment and 

mobile payment. 

 

Implementation of the regulatory regime for RPS: 

• The HKMA has formally commenced the designation process pursuant to the 

Payment Systems and Stored Value Facilities Ordinance (PSSVFO) by collecting 

information from operators of important RPS (e.g. payment card schemes) in Hong 

Kong to determine whether the relevant RPS are eligible for designation under the 

PSSVFO.  Active dialogues are being held with these operators on a number of policy 

and implementation issues in relation to designation. 

 

• An oversight framework is being developed to regulate designated RPS. 





• Following the launch of the ECF core-level module on anti-money laundering and 

counter-financing of terrorism (AML/CFT) (targeting practitioners with less than three 

years of experience) in December 2016, the HKMA continues to work with the banking 

industry to develop the professional level module of ECF on AML/CFT for more 

experienced practitioners.  This can help promote professional development, raise the 

level of competency and enlarge the pool of qualified AML/CFT professionals. 

• Concurrently, efforts are being made to develop the ECF modules on retail wealth 

management and treasury management.   Discussion on the proposed design of these 

two new ECF modules with the banking industry and relevant professional bodies are 

being held.  After taking into account their initial comments, the HKMA will prepare the 

consultation papers.  It is expected that formal industry consultation will be conducted in 

the first half of 2017.  Depending on the consultation results, the proposals on the ECF 

modules on retail wealth management and treasury management will be implemented 

progressively.   



• For the third consecutive year, the HKMA organised the Hong Kong Liberal 

Studies Financial Literacy Championship with different entities.  The campaign, 

consisting of an online quiz, a school based financial experimental game and a 

live competition, aims at enhancing the financial literacy and knowledge on 

financial management of secondary school students. 

 



• The amount of contribution payable by DPS member banks is calculated on the basis 

of the amount of relevant deposits reported in the returns of relevant deposits and the 

supervisory ratings assigned by the Monetary Authority to each DPS member bank.  

Collection of 2017 contribution (HK$475 million) from DPS member banks has been 

completed.  To ensure that the amount of relevant deposits reported in the returns are 

accurate, 21 member banks have been selected and required to conduct an audit 

review by April 2017. 

 

• The self-assessment review of member banks’ compliance with the DPS 

Representation Rules for 2015-16 was completed.   From April 2016 to March 2017, 

the HKMA has completed 12 on-site examinations for monitoring member banks’ 

compliance with the Representation Rules in greater detail.  The results show that the 

overall compliance level is satisfactory in general. 

 

• Publicity initiatives and community education activities are sustained to promote the 

public understanding of the DPS coverage and appreciation of the value of DPS 

protection, including promotional videos through TV, out-of-home and digital publicity 

channels, educational talks as well as school workshops.  







 
 



• In July 2013, the International Organization of Securities Commissions (IOSCO) 

promulgated a set of principles, containing an overarching framework of 

recommended practices for financial benchmarks in general.  The Financial Stability 

Board (FSB) also established the Official Sector Steering Group and the Foreign 

Exchange Benchmark Group to review, and make recommendations for 

enhancement on, interest rate benchmarks (the three major Interbank Offered Rates, 

i.e. London Interbank Offered Rate, Euro Interbank Offered Rate and Tokyo Interbank 

Offered Rate) and FX benchmarks (WM/Reuters 4pm London Spot Rate) 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.  On 

how to implement the relevant recommendations, both IOSCO and FSB take the 

view that there is no one-size-fits-all approach. Individual jurisdictions should 

implement the recommendations in a manner commensurate with the size and risks 

of the relevant benchmark-setting processes.   

• The HKMA has been working with the administrator of Hong Kong’s financial 

benchmarks, namely the Treasury Markets Association, to reform the Hong Kong 

Interbank Offered Rate and Hong Kong Dollar Overnight Index Average as 

appropriate.  The HKMA will take into account international progress and 

developments as reference for our local review. 





• In the first three months of 2017, RMB trade settlement handled by banks in Hong 

Kong amounted to RMB821.4 billion.  

 

• In March 2017, the average daily turnover of Hong Kong RMB Real Time Gross 

Settlement (RTGS) system stood at RMB808.0 billion. 



• At end March 2017, RMB customer deposits and outstanding RMB certificates 

of deposit amounted to RMB507.3 billion and RMB75.8 billion respectively, 

totaling RMB583.1 billion. 

 

• At end March 2017, outstanding RMB loans amounted to RMB258.3 billion.  

Outstanding dim sum bonds amounted to RMB284.3 billion.     The dim sum 

bond issuance totalled RMB1 billion for the first three months of 2017. 

 



• The HKMA maintained ongoing dialogues with other offshore renminbi 

centres and continued our marketing efforts through active participation in 

industry events to promote Hong Kong’s renminbi business platform and our 

unique role as a springboard between Mainland China and the rest of the 

world.   

 

• The 4th Hong Kong and Australia Renminbi Trade and Investment Dialogue, 

led by the HKMA, Reserve Bank of Australia and the Australian Treasury, was 

held at the Renminbi Global Cities Dialogue organised by the New South 

Wales Government of Australia on 27 April 2017, promoting the opportunities 

arising from the internationalisation of the renminbi and Chinese capital going 

out. 

 



• Developing Hong Kong into a regional hub for CTCs has been one of the important 

areas of work of the HKMA in recent years. With their vast global business 

networks, some multinational corporations process numerous large-value payments 

on a daily basis.  Under their treasury management systems, it is common for cash 

management, receipt/payment processing, financing, 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 global offshore renminbi business hub, capital 

formation, banking networks, etc., thereby reinforcing Hong Kong’s status as an 

international financial centre and promoting the development of headquarters 

economy in Hong Kong.  

 

• The HKMA has been 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 reached out to over 

450 corporations, financial institutions and industry associations by end-March 

2017.  Based on the engagement between the HKMA and its marketing partners, 

industry feedback has been positive after the amendment of legislation and there 

were already corporates planning to set up or expand their treasury operations in 

Hong Kong. 

 



• According to the Securities and Futures Commission (SFC)’s survey, 68.5% of the 

combined fund management business in Hong Kong was sourced from non-Hong 

Kong investors in 2015, 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 increased from 680 in 

2008 to 1,238 as of the third quarter of 2016. 

 

• Close to 70 of the 100 largest global money managers (ranked by assets under 

management as of the end of 2015) have offices in Hong Kong, and over 60 of them 

are licensed by the SFC.  Hong Kong is also a hub for global asset owners. 

 

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

 

 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$124 billion 

as of the first quarter of 2017.  

 

 About 40% of RMB Qualified Foreign Institutional Investor managers, 60% of 

Qualified Foreign Institutional Investor managers, and close to 80% of Mainland 

fund management and securities firms with Qualified Domestic Institutional 

Investor licence have a presence in Hong Kong as of March 2017.  

 

 Hong Kong is the largest hub for hedge funds in Asia, with the number of funds 

increasing from 676 in 2012 to 778 as of end-September 2014. 



• IFFO has been proactively working on different aspects since its launch on 4 

July 2016.  As of March 2017, IFFO has organised 13 large-scale conferences, 

seminars and workshops on infrastructure investment and financing, and the 

number of IFFO partners has grown from 41 at inception to over 60 now.  

 

• In particular, IFFO organised the Debt Financing and Investors’ Roundtables 

on 23-24 March 2017 to promote information exchange and discuss 

opportunities in infrastructure investment and financing.  The Roundtables 

were well attended by financiers and investors including the leading sovereign 

wealth funds and pension investors from around the world with total assets 

under management exceeding US$4 trillion.  

  

• A key objective of the Roundtables was to develop a reference term sheet for 

infrastructure investment, which provides a set of common language that can 

be understood and accepted by the investing/financing and operating sides, 

thereby narrowing the gap in their expectations and bringing them closer for 

doing deals.  

 

 

 



























• Since inception in mid-October 2016, the extension of the RMP to cover 

subsidised sale flats has been well received by the market.  Up to end-

April 2017, over 210 applications had been received.  



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

 

Manufacturing sector –  23.2% 

– Textiles and clothing   4.4% 

– Electronics    2.1%  

– Plastics    1.8% 

– Printing and publishing   1.7% 

 

Non-manufacturing sector – 76.8% 

– Trading  45.8% 

– Wholesale and retail   9.1% 

– Construction   3.0% 

– Engineering                      3.0% 



• Industry types for the approved start-up loans and self-employment loans 

(excluding 2 self-enhancement loans): 

 

 Some approved applications are classified as more than one of these industry 

types. 

 

 

 

 

 

 

 

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

rounding.  

 

– Services  119 cases (47%) 

– Retail 70 cases (28%) 

– Wholesale 37 cases (15%) 

– Manufacturing  19 cases (8%) 

– IT related  8 cases (3%) 










