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• The weak-side Convertibility Undertaking has not been triggered since April
2019.



• The Aggregate Balance stood at HK$54.4 billion.









• The banking sector continued to be well capitalised. The consolidated capital
adequacy ratio of locally incorporated AIs stood at 20.6% at
end-September 2019, well above the international minimum requirement of 8%.



• In the fourth quarter of 2019, the quarterly average LCR of category 1
institutions was 159.9%, well above the 100% statutory minimum requirement
applicable for 2019. For category 2 institutions, their quarterly average LMR
was 56.3%, also well above the 25% statutory minimum requirement.



• The asset quality of retail banks continued to hold up well. Their classified loan
ratio decreased to 0.52% at end-September 2019 from 0.54% a quarter earlier.
For the banking sector as a whole, the classified loan ratio edged down to
0.56% from 0.57% during the same period.



• The net interest margin of retail banks’ Hong Kong offices widened to 1.64% in
the first three quarters of 2019 from 1.60% in the same period last year.



• Bank credit grew at a moderate pace of 6.7% in 2019, compared with a growth of
4.4% in 2018.



• Hong Kong-dollar loan-to-deposit ratio edged down to 90% at end-December
2019 from 91% at end-September 2019.

• Similarly, all currencies loan-to-deposit ratio decreased slightly to 75% from 
76% during the same period.



Latest statistics on residential mortgage loans (RMLs)

Latest statistics on residential property prices

Monthly 
average
in 2017

Monthly 
average
in 2018

Jun
2019

Jul
2019

Aug
2019

Sep
2019

Oct
2019

Nov
2019

Number of 
sale and 
purchase 
agreements

5,133 4,771 4,627 4,805 4,084 3,447 4,001 5,756

Number of 
new RML 
applications

11,947 12,567 12,732 15,140 11,133 9,655 9,299 9,412

Number of 
new RMLs
approved

8,699 9,010 10,566 11,102 10,951 8,181 7,614 6,505

Property price index Period Property price 
index

Rating and 
Valuation 
Department
(10/1997=100)

Latest position 11/2019 222.2

Recent peak 5/2019 229.6

Peak in 1997 10/1997 100.0

Centaline
(6/7/1997=100)

Latest position 12/1/2020 175.9

Recent peak 30/6/2019 190.5

Peak in 1997 19/10/1997 102.9



The following legislative proposals are being made or prepared for the purpose of
implementing the Basel regulatory standards:

Capital standards
• We are in the process of finalising a set of Banking (Capital) (Amendment)

Rules to implement the Basel revised counterparty credit risk framework,
which consists of:

 the standardised approach for measuring counterparty credit risk of
derivative contracts (SA-CCR); and

 the final standard on banks’ exposures to central counterparties (in
centrally-cleared transactions), replacing the interim standard that has
been in effect in Hong Kong since 2013.

• Our plan is to submit the amendment rules to the LegCo during the first half of
2020, with the effective date targeted at around end-2020. [Note: These
standards were originally scheduled to be effective on 1 January 2017
according to the Basel timeline. Local implementation has been deferred to
track more closely the implementation schedules in other major jurisdictions.]

Exposure limits standards
• Amendments will be proposed to enhance clarity and better reflect the policy

intent of certain provisions of the current rules.



• The HKMA hosted the first AML/CFT RegTech Forum on 22 and 25 November
2019, attended by around 400 participants from banks, tech firms and various
stakeholders. Participants shared insights in grasping opportunities for the
use of innovative technology in the AML/CFT space.

• Three break-out groups formed by the Forum will keep up the momentum
collectively in the next six to twelve months, through applying an appropriate
assessment framework to review AML/CFT processes end-to-end for RegTech
adoption; experimenting in “Lab sessions” for more advanced technologies;
and working on data, analytics, information delivery, collaboration as well as
skills and expertise to further enhance effectiveness of the AML/CFT
ecosystem.

• The HKMA updated guidance to the banking industry in December 2019,
making reference to the updated Recommendation by the FATF, on managing
ML/TF risks associated with virtual assets and their service providers.



• On 31 October 2019, the finalised standard disclosure templates specified by
the Monetary Authority under the Financial Institutions (Resolution) (Loss-
absorbing Capacity Requirements – Banking Sector) Rules for resolution
entities and material subsidiaries to make disclosures under the Rules (LAC
Disclosure Templates) were published. Feedback received from the industry
consultation had been reflected in these finalised templates as appropriate.

• Certain AIs and Hong Kong incorporated holding companies of these
institutions which had been classified as resolution entities or material
subsidiaries have been making public disclosures using the LAC Disclosure
Templates starting from the reporting period ended 30 September 2019.

• The HKMA published a consultation paper on policy proposals for making
rules on contractual stays on 22 January 2020. The proposed rules will
require the inclusion of contractual provisions in certain financial contracts to
the effect that the parties to the contracts agree to be bound by a suspension
of termination right (i.e. “stay”) that may be imposed by the Monetary Authority
under the Hong Kong resolution regime. The policy proposals are intended to
implement the relevant Financial Stability Board principles for enhancing
cross-border effectiveness of resolution actions.



• The HKMA has been encouraging banks to flexibly and pragmatically deploy
new technologies and devise new solutions to further enhance the coverage of
banking networks in remote areas and public housing estates. At the end of
last year, a retail bank set up a new mobile branch in three public housing
estates respectively in Yuen Long, Tai Po and Tung Chung. This further
enhances the access to basic banking services in remote areas and public
housing estates.

• The HKMA encourages more banks to support and launch Simple Bank
Accounts to provide basic banking services with less extensive customer due
diligence measures, hence offer corporate customers more choices.

• The HKMA has been maintaining close dialogues with banks and fintech
companies on their initiatives through the Fintech Supervisory Sandbox and
Chatroom. The HKMA articulated to the industry the principles of identity
authentication and identity matching when opening accounts remotely for
individual customers, and reminded banks to adopt a risk-based approach
during the processes of account opening and maintenance. Some banks
have already launched remote account opening services, while some other
banks are considering or testing similar initiatives.



• Consumer Protection Measures in respect of Open API Framework: The
HKMA keeps on reviewing and strengthening consumer protection policy in
respect of digital financial services. In view of the development of innovative
technology in the banking industry under the “Open API Framework for the
Hong Kong Banking Sector”, the HKMA issued a circular in October last year
to remind banks to adopt adequate consumer protection measures in Open
API initiatives.

• Consumer Protection in respect of Big Data Analytics and Artificial
Intelligence (BDAI): The HKMA issued a circular in November last year to
provide banks with a set of guiding principles on consumer protection aspects
of banks’ use of BDAI. These guiding principles focus on four major areas,
namely (i) governance and accountability, (ii) fairness, (iii) transparency and
disclosure, and (iv) data privacy and protection. These principles are
developed taking into account views from the banking industry and good
practices recommended by international organisations (e.g. Organisation for
Economic Co-operation and Development).

• TransUnion incident: The HKMA continues to work closely with HKAB in
following up with TransUnion on its full investigation and enhancement to
security controls. The HKMA will make reference to the investigation report
published by the Privacy Commissioner for Personal Data in December last
year in relation to the incident in the follow-up process. Meanwhile, the HKMA
is working with the banking industry on further enhancing the oversight of
credit referencing agencies (CRAs) and introducing multiple CRAs in Hong
Kong, with a view to enhancing quality of service and addressing the
operational risk of having only one CRA in the market.



• The HKMA continued to work with the IA to implement the new regulatory
regime for insurance intermediaries under the new Insurance Ordinance (IO),
which commenced operation on 23 September 2019. In October 2019, the
HKMA issued a circular to AIs to draw their attention to the IA’s “Explanatory
Note on Licensing Requirements for Banking Sector under Regulatory Regime
for Insurance Intermediaries”, which provides guidance on the extent to which
certain insurance-related banking activities would be regarded as regulated
activities under the IO. The circular also reminds AIs and their staff to refrain
from carrying on any regulated activity under the IO if they are not licensed
insurance intermediaries.

• In November 2019, the HKMA issued guidance to the banking industry on sale
of medical insurance products to remind AIs that engage in selling medical
insurance to ensure compliance with the new “Guideline on Medical Insurance
Business” issued by the IA.

• The HKMA has recently conducted thematic reviews and examinations of
controls and practices of registered institutions in respect of selling of
investment funds. Some control deficiencies, malpractices and good practices
have been noted. The HKMA issued guidance in November 2019 to share
with the banking industry some key observations and good practices identified
in the reviews.



• The HKMA further promoted the public education messages on the protection
of “Personal Digital Key”, enhanced the public’s sense of cybersecurity, and
reminded them of the importance of safeguarding their account and personal
information when using internet banking, e-wallets, and other digital financial
services.

• The HKMA has launched a publicity campaign to remind the public of the
issues to note when assessing personal loan products for tax payment.

• The HKMA also encouraged the public to use “good-as-new notes” for
preparing lai-see for the Chinese New Year.

• Used various social media platforms, on top of the traditional media, to make
clarifications in cases of misinformation and rumours.

• The HKMA’s social media channels were expanded to cover Twitter in
addition to the existing Facebook, Instagram and LinkedIn, achieving a more
extensive network for message dissemination.



• A payout rehearsal was conducted in November 2019. The results once again
illustrated that the Hong Kong Deposit Protection Board (the Board) has the
capability to disperse DPS compensation to depositors within the seven-day
target.

• The Board commenced system development to adopt electronic payment
channels for dispersing DPS compensation, including the use of Faster
Payment System. The project is planned to be completed in early 2021,
which will further improve payout efficiency.

• Two initiatives were launched to promote awareness and understanding of the
DPS:

 Advertised on television during September to November 2019; and

 Launched “E-stamp Collection” campaign on Facebook during September
to December 2019 to engage digital media users to learn more about
DPS’s key features via quiz games.





Bond Connect
• Since the launch of Bond Connect on 3 July 2017, the related settlement

operations performed by the Central Moneymarkets Unit have been smooth.

• With the Delivery-versus-Payment settlement fully implemented in August
2018, and the inclusion of RMB-denominated Mainland government and policy
bank securities into the Bloomberg Barclays Global Aggregate Index in April
2019, more overseas investors have started to invest in the Mainland
interbank bond market via Bond Connect. The HKMA has been maintaining
close communications with the People's Bank of China and other relevant
Mainland institutions to explore enhancements to Northbound Trading.

Over-the-counter derivatives trade repository
• Since the reporting function of the HKTR was launched in July 2013, reporting

by banks to the HKTR has been smooth.



• At the end of 2019, a total of 30 banks* and 11 stored value facilities in Hong
Kong have participated in the system to provide real-time payment services for
their customers. This represents an increase by nine banks and one SVF since
its launch in September 2018.

• As at 31 December 2019, FPS has a total of 4.02 million registrations, including
2.72 million in mobile numbers, 0.67 million in email addresses and 0.63 million
in FPS ID.

• FPS has processed 44 million transactions with transaction amount totalling
HK$749 billion and RMB17 billion as of 31 December 2019. The daily
transaction volume and value have been growing steadily.

• The Government has adopted FPS to provide the public with greater
convenience in paying taxes, rates and water charges from 1 November 2019.
In addition, several departments are examining the feasibility of accepting
payments through the FPS at their shroff counters on a pilot basis.

* Including virtual banks that are testing their systems but yet to publicly launch the
business.



Hong Kong Fintech Week 2019
• The event was held from 4 to 8 November 2019, attracting more than 12,000

attendees. The HKMA organised and led six of the panel discussions and
presentations at the event.

Study on Artificial Intelligence
• The HKMA embarked on a study on the application of AI in the banking

industry in Hong Kong. It conducted an industry-wide survey in Q3 2019 and
published a report titled “Reshaping Banking with Artificial Intelligence” in
December 2019 to highlight the key facts, opportunities, and challenges of
applying AI in the banking industry. The report showed that almost 90% of
the surveyed retail banks have adopted or plan to adopt AI applications.

Review of Cybersecurity Fortification Initiative
• The CFI was first launched in 2016. Due to changes in the global

cybersecurity landscape, the HKMA considers that there is a need to enhance
the existing CFI framework.

• In January 2020, the HKMA began a consultation to seek the industry’s
feedback on the proposed enhancements. The consultation is expected to end
by March 2020.



Research on Central Bank Digital Currency
• The HKMA and the Bank of Thailand have been working on a joint research

project called “LionRock-Inthanon” to study the application of CBDC to cross-
border payments, with a view to facilitating HKD-THB payment-versus-
payment among banks in Hong Kong and Thailand.

• A joint report was published in January.

Regtech
• The HKMA issued its first Regtech Watch newsletter in November 2019 to

share with the industry noteworthy use cases on prudential risk management
and compliance.





• The FSP list intends to capture overseas entities that are active in the Hong
Kong’s OTC derivatives market. According to the Hong Kong’s OTC
Derivatives Clearing Rules, transactions between an AI/an approved money
broker/a licensed corporation and an FSP are required to be cleared via
designated central counterparties (CCPs). The Clearing Rules designate an
entity as an FSP if the entity belongs to a firm on the FSB's GSIB List or on the
OTC Derivatives Supervisors Group (ODSG) major dealer List, and the entity is
a clearing member of major CCPs. The list this year will include 14 new entities
as FSPs. The consultation conclusion of the revised FSP list and a gazette
notice were published for commencement in January 2020.

• For UTI, the US and the EU will delay their implementation timetable. We
therefore will work with other APAC regulators and the industry to adjust our
implementation plan. For masking trades, there are certain issues that we will
need to discuss further with the industry before implementation.





2018 New Series Banknotes
• The three note-issuing banks’ new $50 and $20 notes were issued into

circulation in mid-January to meet demand for lai-see. With the issuance of
these new banknotes, all five denominations of the 2018 Series are now in
circulation.

Coin Collection Programme
• Two Coin Carts collect coins from members of the public in 18 districts on a

rotational basis.

• 685,000 people have been served and 554 million coins with a total face value
of HK$802 million have been collected since inception in October 2014.





• In the first eleven months of 2019, renminbi trade settlement handled by banks
in Hong Kong totalled RMB4,835.2 billion.

• In the first eleven months of 2019, the average daily turnover of Hong Kong
RMB Real Time Gross Settlement (RTGS) system stood at RMB1,139.7 billion.



• At end-November 2019, renminbi customer deposits and outstanding renminbi
CDs amounted to RMB637.8 billion and RMB22.5 billion respectively, totalling
RMB660.3 billion.

• At end-November 2019, outstanding renminbi loans amounted to RMB157.6
billion. Outstanding dim sum bonds amounted to RMB180.1 billion. The dim
sum bond issuance totalled RMB49.2 billion for the first eleven months of 2019.
In November 2018, PBoC started to issue bills in Hong Kong, which aims to
enrich the spectrum of high quality renminbi financial products in Hong Kong
and to help build the benchmark yield curve of renminbi bonds in Hong Kong.
At end-November 2019, outstanding PBoC bills amounted to RMB80 billion.



• In 2019, Bond Connect recorded 109 trades daily on average. The daily
turnover averaged RMB10.6 billion in 2019, almost tripling the 2018 records.



• The HKMA continued to expand and deepen its ongoing collaboration with other
overseas economies in offshore renminbi business and other areas of financial
services. We also continued our marketing efforts through participation in
industry events to promote Hong Kong’s unique role as the gateway to Mainland
China.

• The HKMA co-organised the third Hong Kong-Switzerland Financial Dialogue
with the State Secretariat for International Financial Matters (SIF) under the
Swiss Federal Department of Finance on 12 November 2019 in Bern,
Switzerland. Representatives from governments and regulators from
Switzerland and Hong Kong attended the Dialogue and discussed the latest
development of green finance and fintech, opportunities arising from Mainland’s
financial open-up including the development of the Greater Bay Area (GBA), as
well as some international financial policy issues. On the same day, the HKMA
participated in the third Hong Kong-Swiss Financial Seminar, co-organised by
the Private Wealth Management Association of Hong Kong and the Swiss
Bankers Association, to promote the use of Hong Kong’s financial platform to
tap the vast opportunities arising from the GBA.





































• As at 15 January 2020, 17,399 of 80% guarantee product and 42 applications
of 90% guarantee product had been approved, involving a total loan amount
of around HK$72.7 billion and HK$82 million respectively.

• The Finance Committee of the LegCo approved the funding for the
introduction of a new 90% guarantee product under the SFGS on 6
December 2019. The 90% Guarantee Product aims to provide additional
support to smaller-sized enterprises and businesses with relatively less
operating experience to obtain financing. Each eligible enterprise can obtain
guarantee for loans up to HK$6 million, with a maximum guarantee period of
five years. The HKMC has started receiving applications on 16 December
2019.




