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Banking (Liquidity) (Amendment) Rules 2019

(Made by the Monetary Authority under section 97H of the Banking
Ordinance (Cap. 155) after consultation with the Financial Secretary,
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)

1. Commencement

These Rules come into operation on 1 January 2020.

2. Banking (Liquidity) Rules amended

The Banking (Liquidity) Rules (Cap. 155 sub. leg. Q) are
amended as set out in rules 3 to 21.

3. Rule 2 amended (interpretation)
(1) Rule 2(1), definition of level 1 assets—
Repeal

“specified in”
Substitute
“falling within”.
(2) Rule 2(1), definition of level 24 assets—
Repeal
“specified in”
Substitute
“falling within”.
(3) Rule 2(1), definition of level 2B assets—
Repeal
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“specified in”
Substitute
“falling within”.
(4) Rule 2(1)—
Add in alphabetical order

“Basel III LCR document ( (ELZEFFIII LCRICF) )
means the document entitled “Basel III: The
Liquidity Coverage Ratio and liquidity risk
monitoring tools” published by the Basel Committee
in January 2013;”.

(5 Rule 2(2)—
Add in alphabetical order
“recognized exchange (38 7] 3 5 JIr)”.

4. Rule 25 amended (requirements that must be satisfied before
asset can be included in HQLA for purposes of calculation of
LCR)

Rule 25(a), Chinese text—
Repeal
“Birk 2 $5 Y7
Substitute
“BiiR 2 Frig”.

5. Rule 39 amended (interpretation of Division 5)
Rule 39—
Repeal the definition of Basel III LCR document.
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6. Rule 48 amended (calculation of average LMR in each calendar
month)

Rule 48(8), definition of principal amount—
Repeal paragraph (a)
Substitute

“(a) in relation to an item mentioned in item 2, 6 or 6A
in Table A in section 2 of Schedule 5, means the fair
value of the item determined in accordance with rule
9 at the close of business on a working day; or”.

7. Rule 49 amended (requirements that must be satisfied before
asset can be included in liquefiable assets for purposes of
calculation of LMR)

After rule 49(2)(f)—
Add
“(fa) for a listed ordinary share, the share—

(1) would fall within section 3(c) of Part 2 of
Schedule 2 if the category 2 institution were a
category 1 institution; and

(i) must be listed on a recognized exchange;”.

8. Rule 54 amended (interpretation of Part 9 and Schedule 6)
Rule 54(1)—
Add in alphabetical order
“total derivative liabilities (before adjustments) (1i7/£ T H
BEAA%E (58FR#EAT)), in relation to an authorized
institution, subject to rule 58, means the sum of the
replacement costs of derivative contracts between the

institution and its counterparties, where each of
those contracts has a negative replacement cost
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before adjustment for any variation margin posted by
the institution to the counterparty under the
contract;”.

9. Rule 58 amended (total derivative assets (after adjustments) or

total derivative liabilities (after adjustments))

(1)

2)

Rule 58, heading—

Repeal

“or total derivative liabilities (after adjustments)”
Substitute

13

, total derivative liabilities (after adjustments) or total
derivative liabilities (before adjustments)—valid bilateral
netting agreements”.

Rule 58—
Repeal subrule (1)
Substitute

“(1) This rule applies to an authorized institution that has
entered into 2 or more derivative contracts with a
particular counterparty that are subject to a valid
bilateral netting agreement.

(1A) In determining an authorized institution’s total

derivative assets (after adjustments), total derivative
liabilities (after adjustments) or total derivative
liabilities (before adjustments) under this Part and
Schedule 6—

(a) the replacement costs of the contracts
mentioned in subrule (1) are not to be included;
and

(b) subrules (2), (3) and (4) apply.”.



Banking (Liquidity) (Amendment) Rules 2019

L.N. 84 of 2019
Rule 10 B1633

(3) Rule 58(2)—
Repeal
everything before “by—"
Substitute

“(2) The institution must determine the aggregate net
value of the contracts mentioned in subrule (1)
(aggregate net value)” .

(4) Rule 58—
Repeal subrule (3)
Substitute
“(3) If the aggregate net value is a positive value, it—

(a) must be included in the institution’s total
derivative assets (after adjustments); and

(b) must not be included in the institution’s total
derivative liabilities (after adjustments) and total
derivative liabilities (before adjustments).

(4) If the aggregate net value is a negative value, it—

(a) must be included in the institution’s total
derivative liabilities (after adjustments) and total
derivative liabilities (before adjustments); and

(b) must not be included in the institution’s total
derivative assets (after adjustments).”.

10. Rule 59 amended (interpretation of Division 2 and Tables 1 and
2 in Schedule 6)

(1) Rule 59(1), Chinese text, definition of &F& D HEFE T,
paragraph (b)(ii))—
Repeal

“j;% o »
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Substitute
“&F% ; ”.
(2) Rule 59(1)—
Add in alphabetical order
“ASF item (ASFJHH), in relation to a category
1 institution, means a capital item or on-balance
sheet liability, listed in column 1 of Table 1 in
Schedule 6, of the institution;
RSF item (RSFJHH), in relation to a category
1 institution, means an on-balance sheet asset or
off-balance sheet obligation or the total derivative
liabilities (before adjustments), listed in column 1 of
Table 2 in Schedule 6, of the institution;”.
11. Rule 65 amended (determination of ASF)

(1)

2)

)

Rule 65(1)—

Repeal

everything after “all of”
Substitute

“its ASF items.”.

Rule 65—

Repeal subrule (2).

Rule 65(3)(b)(1)—
Repeal

“6.1”

Substitute

“I1 in Schedule 6 (Table 6-1)”.
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12.

13.

Rule 68 amended (determination of RSF)

(1)

)

)

Rule 68(1)—

Repeal

everything after “all of”
Substitute

“its RSF items.”.

Rule 68—

Repeal subrule (2).

Rule 68(3)(b)(1)—
Repeal

“g.0”

Substitute

“2 in Schedule 6 (Table 6-2)”.

Rule 71 amended (interpretation of Division 3)

(1)

2)

)

Rule 71, heading, after “3”—

Add

“and Tables 3 and 4 in Schedule 6”.
Rule 71, after “Division”—

Add

“and Tables 3 and 4 in Schedule 6”.
Rule 71, definition of average CFR—
Repeal

“76.”

Substitute

“76;”.
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14.

15.

“4)

Rule 71—
Add in alphabetical order

“ACF item (ACFIHH), in relation to a category 2A
institution, means a capital item or on-balance sheet
liability, listed in column 1 of Table 3 in Schedule 6,
of the institution;

RCF item (RCFIEH), in relation to a category 2A
institution, means an on-balance sheet asset or off-
balance sheet obligation or the total derivative
liabilities (before adjustments), listed in column 1 of
Table 4 in Schedule 6, of the institution.”.

Rule 76 amended (calculation of average CFR in each calendar
month)

(1)

2)

Rule 76(1)(a)—
Repeal

“capital and on-balance sheet liabilities listed in column
1 of Table 3 in Schedule 6

Substitute
“ACF items”.
Rule 76(1)(b)—
Repeal

“on-balance sheet assets and off-balance sheet obligations
listed in column 1 of Table 4 in Schedule 6

Substitute
“RCF items”.

Rule 77 amended (determination of ACF)

(1)

Rule 77(1)—
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Repeal
everything after “all of”
Substitute
“its ACF items.”.
(2) Rule 77—
Repeal subrule (2).
(3) Rule 77(3)(b)(1)—
Repeal
“g.3”
Substitute
“3 in Schedule 6 (Table 6-3).

Rule 80 amended (determination of RCF)
(1) Rule 80(1)—
Repeal
everything after “all of”
Substitute
“its RCF items.”.
(2) Rule 80—
Repeal subrule (2).
(3) Rule 80(3)(b)(1)—
Repeal
“6-4”
Substitute
“4 in Schedule 6 (Table 6-4)”.
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17.

Schedule 2 amended (classes of assets which may be included in
HQLA for calculating LCR and qualifying criteria applicable to
those classes)

(1)

2)

3)

(4)

)

(6)

Schedule 2—

Repeal

“& 25 & Sch. 4A]”

Substitute

“, 25 & 49 & Schs. 4A, 5 & 6]”.
Schedule 2, Part 1, section 1—
Renumber the section as section 1(1).

Schedule 2, Chinese text, Part 1, section 1(1), definition of
Vi gy

Repeal the semicolon

Substitute a fullstop.

Schedule 2, Part 1, section 1(1)—
(a) definition of credit risk;

(b) definition of IRB approach;

(¢c) definition of local currency;

(d) definition of standardized ( credit visk) approach—
Repeal the definitions.

Schedule 2, Part 1, section 1(1)—

Add in alphabetical order

“PSE bank ('~ .7 $R1T) means a bank that is a public
sector entity;”.

Schedule 2, Part 1, after section 1(1)—
Add



Banking (Liquidity) (Amendment) Rules 2019

L.N. 84 of 2019

Rule 17 B1645
“(2) In this Schedule, an expression specified below has
the meaning given by section 2(1) of the Capital
Rules—
central counterparty (K3 5% F77)
credit risk ({5 FJE)
Fitch Ratings (B25E))
IRB approach (IRBFEIH.i%)
Japan Credit Rating Agency, Ltd. (H A& 5 ik
X gih)
local currency (A M H)
Moody’s Investors Service (12315 & # R 75)
Rating and Investment Information, Inc. (ZFAk MA%&
EORHA PR A])
S&P Global Ratings (1535 2 FKFTER)
standardized (credit visk) approach (BEYE({E FHJEFR)
e
(7) Schedule 2, Part 2, section 3(a)—
Repeal
“corporates; and”
Substitute
“a corporate, sovereign, central bank or public sector
entity;”.
(8) Schedule 2, Part 2, section 3(b)—
Repeal
“RMBS.”
Substitute

“RMBS; and”.
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(9) Schedule 2, Part 2, after section 3(b)—
Add

“(c) subject to section 10 of Part 3 of this Schedule, listed
ordinary shares.”.

(10) Schedule 2, Chinese text, Part 3, section 1(1)—
Repeal everything before paragraph (a)
Substitute
“() BREAEEHFERFELTBY - & A ES &5
AEAS BB 2FR R 1 (o) R R ——.
(11)  Schedule 2, Part 3, section 1(1)—
Repeal paragraph (d)
Substitute

“(d) 1itis not an obligation of a financial institution, or an
associated entity of a financial institution, that is not
a PSE bank.”.

(12) Schedule 2, Chinese text, Part 3, section 2—
Repeal subsection (1)
Substitute
“(1) BRIFSFA R B A E Oy B B0h RSRAT AT A
AT RS IR0 1 JEMNE - R AERZIB R oL Sk H
B R AT B A W TR Rk B R B SRAT R 0 &
HIGZ AR5 76 5 AN AN I R 20 258 L ()R FT4E ™.
(13) Schedule 2, Chinese text, Part 3, section 3(1)—
Repeal

2

everything before “
Substitute
“() BREAEEHGEFFESL B & A ES &5
ANIBAS R 2FREE 1 (e) R Te &
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(14) Schedule 2, Chinese text, Part 3, section 4(1)—
Repeal everything before paragraph (a)
Substitute
“() BRIFAEBEHEFFEGLUNRM > & E &5
MNJBAS R 2FRE 2(a) R T HE FH——.
(15) Schedule 2, Part 3, section 4(1)—
Repeal paragraph (d)
Substitute

“(d) itis not an obligation of a financial institution, or an
associated entity of a financial institution, that is not
a PSE bank.”.

(16) Schedule 2, Chinese text, Part 3, section 5(1)—
Repeal everything before paragraph (a)
Substitute
“() BRFAEBEGEFFELTHY - & HZEEE 5
NIBAS R 2FRHE2(b) R T e ——.
(17)  Schedule 2, Chinese text, Part 3, section 6(1)—
Repeal everything before paragraph (a)
Substitute
“()) BEEEEEEFFESUTHY > RHZEEES
IR B A B RS20 2(c) R T fE o ——.
(18) Schedule 2, Chinese text, Part 3, section 7(1)—
Repeal everything before paragraph (a)
Substitute
“() BRFAEBEHEFFELTHY - & AZEEE S
NBAS R 2FRHE 3(a) R T 5 ——.
(19) Schedule 2, Part 3, section 7(1)(a)—
Repeal
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(20)

21)

(22)

“of 27

Substitute

“of 1,2 or 3”.

Schedule 2, Part 3, section 7(1)(b)(i)—
Repeal

66277

Substitute

“1,2 or 3”.

Schedule 2, Part 3, section 7(1)(b)(ii)—
Repeal

“2or 3”

Substitute

“1,2,30r4”.

Schedule 2, Part 3, after section 7(1)(b)—

Add
(3 (b a)

(bb)

subject to subsection (2), if the debt security is issued
by a sovereign or central bank, it has an ECAI issue
specific rating that, if mapped to the scale of credit
quality grades in Table A in Schedule 6 to the
Capital Rules, would result in the debt security being
assigned a credit quality grade of 1, 2 or 3;

subject to subsection (2), if the debt security is issued
by a public sector entity, it has an ECAI issue specific
rating that, if mapped to the scale of credit quality
grades in Table B or Part 1 of Table C (for a long-
term ECALI issue specific rating) or Part 1 of Table E
(for a short-term ECAI issue specific rating) in
Schedule 6 to the Capital Rules, would result in the
debt security being assigned a credit quality grade of
1,2 or 3;”.
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(23) Schedule 2, Part 3, section 7(1)(c)—
Repeal
“(a) or (b)”
Substitute
“(a), (b), (ba) or (bb)”.

(24) Schedule 2, Part 3, section 7(1)—
Repeal paragraph (f)
Substitute

“(f) it is not issued by a financial institution, or an
associated entity of a financial institution, that is not
a PSE bank; and”.

(25) Schedule 2, Part 3, section 7(2)—
Repeal
“(a) and (b)”
Substitute
“(a), (b), (ba) and (bb)”.

(26) Schedule 2, Chinese text, Part 3, section 8(1)—
Repeal everything before paragraph (a)
Substitute

“(1) BRIERMBSHFG LA > & HIEZRMBSAS & A<t
RE2IHEI(D)RITHEE —.

(27) Schedule 2, Part 3, section 8(1)(e)(1)—
Repeal
“Standard & Poor’s Ratings Services”
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Substitute
“S&P Global Ratings”.
(28) Schedule 2, Part 3, after section 9—
Add
“10. Qualifying criteria—listed ordinary shares (level 2B assets)

under section 3(c) of Part 2 of this Schedule

(1) A listed ordinary share does not fall within section
3(c) of Part 2 of this Schedule unless—

(a)
(b)

(©)

it is not issued by a financial institution or an
associated entity of a financial institution;

it is listed and traded on an exchange, and its
trading is cleared by a central counterparty;

it 1s a constituent of—

(i) the Hang Seng Index or MSCI Hong Kong
Index; or

(1) a stock index specified by the relevant
banking supervisory authority of a country
outside Hong Kong, where the following
conditions are met—

(A)

(B)

the category 1 institution holding the
share is incorporated in that country
or carries on a banking business
through a branch or subsidiary in
that country; and

the supervisory authority’s liquidity
requirements on level 2B assets are
consistent with, and no less stringent
than, the relevant requirements
referred to in paragraph 54(c) of the
Basel IIT LCR document;
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18.

2)

(d)

(©

()

it is denominated in Hong Kong dollars or in
the local currency of the country in which the
category 1 institution holding the share is
incorporated or carries on a banking business
through a branch or subsidiary;

it is traded in large, deep and active markets,
characterized by a low level of concentration,
and where a share of that type can be monetized
through direct sale or repo-style transactions;
and

subject to subsection (2), it has a proven record
as a reliable source of liquidity in those markets,
even during a period of financial stress.

A listed ordinary share, for meeting the criterion
specified in subsection (1)(f), must not have
experienced a decline of more than 40% of its market
price, or (if it is used as collateral in a repo-style
transaction) an increase in haircut of more than 40
percentage points, within—

(a)

(b)

et —

any period of 30 calendar days during a relevant
period of significant liquidity stress since the
share was listed; or

(if no such relevant period of significant
liquidity stress is applicable to the share) any
period of 30 calendar days since the share was
listed.”.

Schedule 3 amended (characteristic requirements that asset must
satisfy before it can be included in HQLA for purposes of
calculation of LCR)

(1) Schedule 3, Chinese text, section 1, definition of BZf7 i
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19.

Repeal
“FE
Substitute
“f .
(2) Schedule 3, section 1—

Repeal the definition of recognized exchange.

Schedule 4A amended (tables related to LCR)
(1) Schedule 4A, Table 1, item 1(c)—
Repeal
“mentioned in”
Substitute
“falling within”.
(2) Schedule 4A, Table 1, item 1(d)—
Repeal
“mentioned in”
Substitute
“falling within”.
(3) Schedule 4A, Table 1, item 1(e)—
Repeal
“mentioned in”
Substitute
“falling within”.
(4) Schedule 4A, Table 1, item 2(a)—
Repeal

“mentioned in”
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)

(6)

(7)

(8)

©)

Substitute

“falling within”.

Schedule 4A, Table 1, item 2(b)—
Repeal

“mentioned in”

Substitute

“falling within”.

Schedule 4A, Table 1, item 2(c)—
Repeal

“mentioned in”

Substitute

“falling within”.

Schedule 4A, Table 1, item 3(a)—
Repeal

“mentioned in”

Substitute

“falling within”.

Schedule 4A, Table 1, after item 3(b)—
Add

“(c) listed ordinary shares falling 50%”.
within section 3(c) of Part 2 of
Schedule 2

At the end of Schedule 4A—
Add

“Note—

See rule 17 for the interpretation of this Schedule.”.
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20.

Schedule 5 amended (liquidity conversion factors applicable to
assets and liabilities in calculation of LMR)

(1)

2)

)

(4)

Schedule 5, section 1—

Repeal the definition of gqualifying ECAI issue specific
rating

Substitute

“qualifying ECAI issue specific rating (5 G ECAIFFE (&
JHFFA))—see section 1A of this Schedule;”.

Schedule 5, section 1—
Repeal the definition of qualifying ECAI issuer rating
Substitute

“qualifying ECAI issuer rating (5 EMSECATIZEE AGE
#%)—see section 1A of this Schedule;”.

Schedule 5, section 1—
Repeal the definition of qualifying ECAI rating
Substitute

“qualifying ECAI rating (55 EFECAIFEA)—see section
1A of this Schedule.”.

Schedule 5, section 1—

Add in alphabetical order

“investment-grade issue specific rating (TX'& 5 H & &R
#F 4k )—see section 1B of this Schedule;

investment-grade issuer rating (1&& 5 #E NFFH)—see
section 1B of this Schedule;

investment-grade rating (¥ & 5 74k )—see section 1B of
this Schedule;”.



Rule 20

Banking (Liquidity) (Amendment) Rules 2019

L.N. 84 of 2019
B1665

(5 Schedule 5, after section 1—

“1A.

Add

Qualifying ECAI issue specific rating, qualifying ECAI
issuer rating and qualifying ECAI rating

For the purposes of this Schedule—

(a) a marketable debt security or prescribed
instrument has a qualifying ECAI issue specific
rating if any of the following conditions is

met—

(i) the ECALI issue specific rating of the debt
security or instrument—

(A)

(B)

if mapped to the scale of credit
quality grades in Table A, Table B or
Part 1 of Table C (for a long-term
ECAI issue specific rating) in
Schedule 6 to the Capital Rules,
would result in the debt security or
instrument being assigned a credit
quality grade of 1 or 2; or

if mapped to the scale of credit
quality grades in Part 1 of Table E
(for a short-term ECAI issue specific
rating) in Schedule 6 to the Capital
Rules, would result in the debt
security or instrument being assigned
a credit quality grade of 1 or 2;
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(b)

(ii)

without limiting subparagraph (i), for a
debt security or instrument issued by a
corporate incorporated in India, the ECAI
issue specific rating of the debt security or
instrument—

(A) if mapped to the scale of credit
quality grades in Part 2 of Table C
(for a long-term ECALI issue specific
rating) in Schedule 6 to the Capital
Rules, would result in the debt
security or instrument being assigned
a credit quality grade of 1, 2 or 3; or

(B) if mapped to the scale of credit
quality grades in Part 2 of Table E
(for a short-term ECAI issue specific
rating) in Schedule 6 to the Capital
Rules, would result in the debt
security or instrument being assigned
a credit quality grade of 1, 2 or 3;

the issuer or guarantor of a marketable debt
security or prescribed instrument has a
qualifying ECAI issuer rating if any of the
following conditions is met—

(1)

the ECAI issuer rating of the issuer or
guarantor, if mapped to the scale of credit
quality grades in Table A, Table B or Part
1 of Table C in Schedule 6 to the Capital
Rules, would result in the issuer or
guarantor being assigned a credit quality
grade of 1 or 2;
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(©

(ii)

without limiting subparagraph (i), for an
issuer or guarantor that is a corporate
incorporated in India, the ECAI issuer
rating of the issuer or guarantor, if
mapped to the scale of credit quality
grades in Part 2 of Table C in Schedule 6
to the Capital Rules, would result in the
issuer or guarantor being assigned a credit
quality grade of 1, 2 or 3; and

a marketable debt security or prescribed
instrument has a qualifying ECAI rating if—

()

(ii)

it has a qualifying ECAI issue specific
rating; or

its issuer or guarantor has a qualifying
ECAI issuer rating.

1B. Investment-grade issue specific rating, investment-grade
issuer rating and investment-grade rating

For the purposes of this Schedule—

(a)

a marketable debt security or prescribed
instrument has an investment-grade issue
specific rating if any of the following conditions
is met—

(1)

the ECALI issue specific rating of the debt
security or instrument—
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(ii)

(A)

(B)

if mapped to the scale of credit
quality grades in Table A, Table B or
Part 1 of Table C (for a long-term
ECAI issue specific rating) in
Schedule 6 to the Capital Rules,
would result in the debt security or
instrument being assigned a credit
quality grade of 3; or

if mapped to the scale of credit
quality grades in Part 1 of Table E
(for a short-term ECALI issue specific
rating) in Schedule 6 to the Capital
Rules, would result in the debt
security or instrument being assigned
a credit quality grade of 3;

without limiting subparagraph (i), for a
debt security or instrument issued by a
corporate incorporated in India, the ECAI
issue specific rating of the debt security or
instrument—

(A)

(B)

if mapped to the scale of credit
quality grades in Part 2 of Table C
(for a long-term ECALI issue specific
rating) in Schedule 6 to the Capital
Rules, would result in the debt
security or instrument being assigned
a credit quality grade of 4; or

if mapped to the scale of credit
quality grades in Part 2 of Table E
(for a short-term ECAI issue specific
rating) in Schedule 6 to the Capital
Rules, would result in the debt
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(b)

©

security or instrument being assigned
a credit quality grade of 4;

the issuer or guarantor of a marketable debt
security or prescribed instrument has an
investment-grade issuer rating if any of the
following conditions is met—

(i) the ECALI issuer rating of the issuer or
guarantor, if mapped to the scale of credit
quality grades in Table A, Table B or Part
1 of Table C in Schedule 6 to the Capital
Rules, would result in the issuer or
guarantor being assigned a credit quality
grade of 3;

(i) without limiting subparagraph (i), for an
issuer or guarantor that is a corporate
incorporated in India, the ECAI issuer
rating of the issuer or guarantor, if
mapped to the scale of credit quality
grades in Part 2 of Table C in Schedule
6 to the Capital Rules, would result in the
issuer or guarantor being assigned a credit
quality grade of 4; and

a marketable debt security or prescribed
instrument has an investment-grade rating if—

(i) it has an investment-grade issue specific
rating; or

(i1) its issuer or guarantor has an investment-
grade issuer rating.”.

(6) Schedule 5, section 2, Table A, item 6(b)—

Repeal

everything before “, with”
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(7)

(8)

©)

(10)

Substitute

“(b) having a qualifying ECAI rating, issued or
guaranteed by the central bank or central government
of a country, a multilateral development bank, or a
relevant international organization”.

Schedule 5, English text, section 2, Table A, item 6(c)—
Repeal

“with a qualifying”

Substitute

“having a qualifying”.

Schedule 5, section 2, Table A, item 6(c)(i)—

Repeal

“paragraph”

Substitute

“sub-item”.

Schedule 5, English text, section 2, Table A, item 6(d)—
Repeal

“without”

Substitute

“not having”.

Schedule 5, section 2, Table A, item 6(d)(i)—

Repeal

“paragraph”

Substitute

“sub-item”.
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(11)

(12)

(13)

Schedule 5, section 2, Table A, item 6(g)—
Repeal

“month”

Substitute

“month;”.

Schedule 5, section 2, Table A, after item 6(g)—
Add

“(h) having an investment-grade rating, that 50%.
are not covered by sub-item (a), (b),
(c), (d), (e), (f) or (g)

Schedule 35, section 2, Table A, after item 6—

Add

“6A. Listed ordinary shares that would fall 50%”.
within section 3(c) of Part 2 of
Schedule 2 if the category 2 institution
were a category 1 institution

21. Schedule 6 amended (tables related to NSFR and CFR)

(1)

2)

Schedule 6—

Repeal

“76, 77 & 80]”

Substitute

“71, 77 & 80]”.

Schedule 6, Table 1, heading—

Repeal

“Capital and On-balance Sheet Liabilities”
Substitute

“ASF Items”.
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(3) Schedule 6, Table 1—
Repeal
“Capital or on-balance sheet liability”
Substitute
“ASF item”.

(4) Schedule 6, at the end of Table 1—
Add

“Note—

See rule 59 for the interpretation of this Table.”.
(5) Schedule 6, Table 2, heading—
Repeal

“On-balance Sheet Assets and Off-balance Sheet
Obligations”

Substitute
“RSF Items”.
(6) Schedule 6, Table 2—
Repeal
“On-balance sheet asset or off-balance sheet obligation”
Substitute
“RSF item”.
(7) Schedule 6, Table 2, item 3(e), after “equities”—
Add
“not covered by sub-item (c)”.
(8) Schedule 6, Table 2, after item 12—
Add

“13.  Total derivative liabilities N/A  N/A N/A 5%
(before adjustments)
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(9) Schedule 6, at the end of Table 2—
Add

“Note—

See rule 59 for the interpretation of this Table.”.
(10) Schedule 6, Table 3, heading—
Repeal
“Capital and On-balance Sheet Liabilities”
Substitute
“ACF Items”.
(11)  Schedule 6, Table 3—
Repeal
“Capital or on-balance sheet liability”
Substitute
“ACF item”.
(12) Schedule 6, Table 4, heading—
Repeal

“On-balance Sheet Assets and Off-balance sheet
Obligations™

Substitute
“RCF Items”.
(13) Schedule 6, Table 4—
Repeal
“On-balance sheet asset or off-balance sheet obligation”
Substitute
“RCF item”.
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(14)

(15)

(16)

(17)

Schedule 6, Table 4, after item 5(a)—

Add

“(ab) listed ordinary shares that 0% 0% 0%
would fall within section 3(c)
of Part 2 of Schedule 2 if the

category 2A institution were a
category 1 institution

Schedule 6, Table 4, item 5(b), after “(a)”—
Add

“or (ab)”.

Schedule 6, Table 4, after item 11—

Add

“12.  Total derivative liabilities N/A  N/A NA
(before adjustments)

At the end of Schedule 6—
Add

“Note—

See rule 54 for the interpretation of this Schedule.”.

Norman CHAN
Monetary Authority

21 June 2019

OU 05).

5%,
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Explanatory Note

These Rules amend the Banking (Liquidity) Rules (Cap. 155
sub. leg. Q) (BLR).

2. The main purpose of these Rules is to introduce the following
in the BLR, in line with the standards set by the Basel
Committee on Banking Supervision (BCBS)—

(a) recognizing listed ordinary shares and marketable
debt securities (rated BBB- or above) issued by
corporates, sovereigns, central banks or public sector
entities—

(1) as level 2B assets in calculating a category
1 institution’s liquidity coverage ratio (LCR);
and

(i) as liquefiable assets in calculating a category
2 institution’s liquidity maintenance ratio;

(b) implementing—

(1) a required stable funding factor of 5% on total
derivative liabilities (before adjustments) in
calculating a category 1 institution’s net stable
funding ratio; and

(i) a required core funding factor of 5% on total
derivative liabilities (before adjustments) in
calculating a category 2A institution’s core
funding ratio.

3. These Rules also make amendments to the LCR provisions in

the BLR to reflect the latest BCBS guidance on the eligibility
of level 2B assets.



Banking (Liquidity) (Amendment) Rules 2019

Explanatory Note L.N. 84 of 2019

Paragraph 4 B1687

4. The amendments are made after referencing the following
documents—

(a) “Basel III: The Liquidity Coverage Ratio and
liquidity risk monitoring tools” published by the
BCBS in January 2013;

(b) “Basel III-—The Liquidity Coverage Ratio
framework: frequently asked questions” published by
the BCBS in June 2017;

(¢) “Basel III: The net stable funding ratio” published by
the BCBS in October 2014, supplemented with an
announcement made by the BCBS in October 2017;

(d) “Basel III—The Net Stable Funding Ratio:
frequently asked questions” published by the BCBS
in February 2017.
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