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LEGISLATIVE COUNCIL BRIEF 

BANKING ORDINANCE 
(Chapter 155) 

Banking (Disclosure) (Amendment) Rules 2018 

Banking (Specification of Multilateral Development Bank) 
(Amendment) Notice 2018 

INTRODUCTION 

For the purpose of implementing the latest international 
standards on banking regulation promulgated by the Basel Committee on 
Banking Supervision (“BCBS”), the Monetary Authority (“MA”) has 
made – 

(a) the Banking (Disclosure) (Amendment) Rules 2018 (“BDAR
2018”) (Annex A), to implement certain disclosure requirements
for authorized institutions1 (“AIs”) as set out in the Pillar 3
disclosure requirements – consolidated and enhanced framework
issued by the BCBS in March 2017 (“March 2017 Standard”);
and

(b) the Banking (Specification of Multilateral Development Bank)
(Amendment) Notice 2018 (“the Notice”) (Annex B) to specify
the Asian Infrastructure Investment Bank (“AIIB”) as a
multilateral development bank (“MDB”) for the purposes of the
Banking Ordinance (Cap. 155) (“BO”).

1  Authorized institutions refer to licensed banks, restricted licence banks, and deposit-taking 
companies authorized under the Banking Ordinance. 
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JUSTIFICATIONS 
 
Banking (Disclosure) (Amendment) Rules 2018  
 
2. The BCBS, of which Hong Kong is a member, is the 
international body that sets standards on banking regulation with a view 
to enhancing financial stability.  The existing Basel framework for 
banking supervision comprises three mutually reinforcing “pillars” 
designed to address the risks faced by banks.  Pillars 1 and 2 prescribe 
the minimum capital and liquidity requirements for banks and a 
corresponding supervisory review process respectively, whereas Pillar 3 
requires public disclosure of key information on the capital, liquidity and 
risk exposures of banks.  To address lessons learned from the global 
financial crisis, the Pillar 3 requirements have been revised twice, in 
January 2015 and March 2017, to reflect the outcome of two reviews to 
enhance the requirements in terms of transparency, comparability and 
user-relevance of bank disclosures.    
 
3. In Hong Kong, AIs are subject to the Pillar 3 requirements as 
revised in January 2015 under the Banking (Disclosure) Rules (Cap. 
155M) (“BDR”).  According to the internationally agreed timetable for 
implementation of the March 2017 Standard, we have to amend the BDR 
to, firstly, bring into force certain new requirements mandating disclosure 
of an AI’s key prudential metrics2 and prudent evaluation adjustments3, 
which serve to reflect the AI’s capital and liquidity positions as well as 
their compositions; and, secondly, to align the format and frequency of 
the existing disclosures in accordance with the March 2017 Standard.  
The new disclosure requirements will promote market discipline and 
facilitate assessment of AIs’ risk exposures.  It is incumbent upon Hong 
Kong, an international financial centre, to adopt the March 2017 Standard, 
so as to ensure that regulatory disclosures made by AIs are compatible 
with international standards.  

 
4. Taking this opportunity, the MA also seeks to amend the BDR to 
                                                      
2  Such as CET1 capital ratio, Tier 1 capital ratio, total capital ratio and leverage ratio which reflect the 

capital adequacy position of an AI, and liquidity coverage ratio and net stable funding ratio which 
reflect its liquidity position.    

3  This refers to adjustment required to be made by an AI (for regulatory capital purposes) to the 
valuation of its exposures to account for factors (such as illiquidity of exposures) that might affect 
the prudence and reliability of the valuation. 
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update certain existing disclosure requirements having regard to industry 
and international disclosure practices.  Under BDAR 2018, the MA is 
empowered to permit an AI to publish the relevant disclosure statement at 
a time later than the publication of its financial statement where justified, 
thereby allowing flexibility to the current requirement of concurrent 
publication.  The existing requirements for an AI to issue a press release 
concurrently with the publication of a disclosure statement and to keep 
copies of disclosure statements in each local branch are considered 
obsolete in view of web-based disclosures nowadays and proposed to be 
removed.  Technical amendments are also introduced to align certain 
terminologies used in the BDR with amendments made by the Banking 
(Capital) (Amendment) Rules 2017 (“BCAR 2017”) for implementation 
of Basel’s revised securitization framework.  
 
5. The proposed new disclosure requirements will apply to all 
locally incorporated AIs.  For liquidity information, the required 
disclosures are also relevant for overseas-incorporated AIs where they are 
subject to the same liquidity requirements under the Banking (Liquidity) 
Rules (Cap. 155Q) as their local counterparts.  

 
Banking (Specification of Multilateral Development Bank) 
(Amendment) Notice 2018  
 
6. Under section 2(19) of the BO, the MA may by notice published 
in the Gazette specify to be an MDB for the purposes of the Ordinance 
any bank or lending or development body established by agreement 
between, or guaranteed by, two or more countries, territories or 
international organizations other than for purely commercial purposes.  
AIs’ exposures to MDBs so specified in the notice are deemed to carry 
lesser risks and hence accorded preferential treatment in certain areas 
under the BO such as the calculation of the regulatory capital and 
liquidity requirements.  Following the BCBS’s promulgation in October 
2017 of the AIIB as an MDB eligible for preferential treatment under the 
capital regime, the MA considers it appropriate to specify AIIB to be an 
MDB for the purposes of the BO. 
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THE SUBSIDIARY LEGISLATION 

Banking (Disclosure) (Amendment) Rules 2018 

7. The key amendments proposed in the BDAR 2018 are as follows
–

(a) adding new definitions, removing or revising existing
definitions in section 2(1) to set out the meaning of the
technical terms used in the new disclosure rules;

(b) revising section 6 to empower the MA to permit an AI to
publish the relevant disclosure statement at a time later than
the publication of its financial statement; and repealing the
requirement relating to the display of a copy of disclosure
statement at each local branch under section 6;

(c) introducing new provisions in Part 2A (sections 16AB,
16FA and Divisions 3A, 3B, 8 and 9) and Part 8 (sections
103AB and 103C) to accommodate specific Pillar 3
disclosure requirements covered in the March 2017
Standard; 4  and consolidating certain existing disclosure
requirements under Parts 2B, 3, 3A and 4 into Part 2A; and

(d) introducing consequential amendments necessitated by the
BCAR 2017 concerning implementation of Basel’s revised
securitisation framework, which took effect on 1 January
2018.

Banking (Specification of Multilateral Development Bank) 
(Amendment) Notice 2018  

8. The Notice specifies AIIB as an MDB for the purposes of the
BO.

4  There are two requirements of the March 2017 Standard which are not dealt with in the BDAR 2018, 
viz. – (a) disclosures concerning the constituents of an AI’s resources eligible to meet its minimum 
total loss-absorbing capacity requirement for resolution purposes, which need to tally with the 
terminology and scope of application of the proposed rules currently being developed by the HKMA 
to prescribe loss-absorbing capacity requirements for AIs under the Financial Institutions (Resolution) 
Ordinance (Cap. 628); and (b) disclosures associated with the revised market risk framework, 
concerning which the international implementation timeline has been postponed by the BCBS to 
2022. 



5 

LEGISLATIVE TIMETABLE 

9. The two pieces of subsidiary legislation will be published in the
Gazette on 4 May 2018 and tabled at the Legislative Council (“LegCo”)
on 9 May 2018.  Subject to negative vetting by LegCo, the BDAR 2018
and the Notice will come into operation on 30 June 2018.

IMPLICATION OF THE PROPOSALS 

10. The BDAR 2018 and the Notice are intended to bring the
regulatory regime in Hong Kong up-to-date and in line with international
standards.  They will promote market discipline and banking stability,
and ensure competitiveness of the banking industry, thereby reinforcing
Hong Kong’s status as an international financial centre.

11. The two pieces of subsidiary legislation are in conformity with
the Basic Law, including the provisions concerning human rights.  The
proposed amendments will not affect the current binding effect of the BO.

PUBLIC CONSULTATION 

12. At the meeting of the LegCo Panel on Financial Affairs on 5
February 2018, the Hong Kong Monetary Authority (“HKMA”) briefed
members on the key features of BDAR 2018.

13. The HKMA has engaged the banking industry in formulating the
proposals contained in the BDAR 2018 through a consultation initiated in
October 2017.  A statutory consultation on the draft provisions was also
conducted in March 2018 in accordance with section 60A of the BO.
There is general support from consultees 5 .  Relevant technical or
drafting comments have been addressed in the finalised rules as
appropriate, and the intent of certain provisions has been clarified during
the consultation process.

5  Including the Banking Advisory Committee, the Deposit-taking Companies Advisory Committee, 
the Hong Kong Association of Banks, and the Hong Kong Association of Restricted Licence Banks 
and Deposit-taking Companies. 
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14. In respect of the Notice, the consultation conducted by the
HKMA in November 2017 confirmed that the industry was supportive of
the proposal to specify AIIB as an MDB.

PUBLICITY 

15. We will issue a press release upon the issuance of this LegCo
brief. The MA will also issue a circular letter to all AIs. 

ENQUIRIES 

16. Enquiries should be directed to Ms Eureka Cheung, Principal
Assistant Secretary for Financial Services and the Treasury (Financial
Services), at 2810 2067, or to Mr Richard Chu, Head (Banking
Policy)/HKMA, at 2878 8276.

Financial Services and the Treasury Bureau 
Hong Kong Monetary Authority 
2 May 2018 
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