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• The strong-side Convertibility Undertaking has been triggered repeatedly

since 21 April 2020.



• The Aggregate Balance has continued to expand upon repeated triggering of

the strong-side Convertibility Undertaking since 21 April 2020.









• The banking sector continued to be well capitalised. The CAR ratio of

locally incorporated AIs stood at 20.7% at end-June 2020, well above the

international minimum requirement of 8%.



• In the second quarter of 2020, the quarterly average LCR of category 1

institutions was 156.5%, well above the 100% statutory minimum

requirement. For category 2 institutions, their quarterly average LMR was

57.2%, also well above the 25% statutory minimum requirement.



• The asset quality of retail banks remained healthy. Given the outbreak of

the COVID-19, the classified loan ratio of retail banks increased to 0.71%

at end-June 2020 from 0.55% a quarter earlier. For the banking sector as

a whole, the classified loan ratio increased to 0.79% from 0.62% during the

same period. Both were significantly below the long-term average of 2%

since year 2000.



• The NIM of retail banks’ Hong Kong offices narrowed to 1.37% in the first

half of 2020 from 1.62% in the same period last year. The narrowed NIM

was mainly due to a notable decline in Hong Kong Interbank Offered

Rates (HIBORs) in the second quarter, which compressed banks’ margin

on HIBOR-based assets.



• Total loans increased by 7.2% in the first eight months of 2020, partly

driven by initial public offering (IPO) loans of about HK$428 billion

straddling end-August. Excluding the IPO loans, total loans would have

grown at a modest pace of 3.1% in the first eight months, or 4.6% on an

annualised basis.



• Hong Kong-dollar loan-to-deposit ratio edged down to 85% at end-August

2020 from 86% at end-June 2020.

• Similarly, all currencies loan-to-deposit ratio decreased slightly to 75%

from 76% during the same period.



• The average LTV of newly approved RMLs increased recently, primarily

because of a larger proportion of RMLs with mortgage insurance, which

generally have a higher LTV. The HKMA considers the risk manageable as the

portion of loans above the HKMA’s permissible LTV cap is covered by mortgage

insurance.

Latest statistics on RMLs

Latest statistics on residential property prices

Monthly 

average

in 2018

Monthly 

average

in 2019

Feb

2020

Mar

2020

Apr

2020

May

2020

Jun

2020

Jul

2020

Number of sale 

and purchase 

agreements

4,771 4,983 3,572 3,870 4,102 5,984 6,978 6,133

Number of new 

RML applications
12,826 12,244 8,542 13,053 10,848 15,019 13,829 13,246

Number of new 

RMLs approved
9,296 8,981 5,632 7,571 7,367 8,749 10,032 9,019

Property price index Period Property price index

Rating and 

Valuation 

Department

(10/1997=100)

Latest position 7/2020 222.6

Recent peak 5/2019 229.6

Peak in 1997 10/1997 100.0

Centaline

(6/7/1997=100)

Latest position 30/8/2020 177.4

Recent peak 30/6/2019 190.5

Peak in 1997 19/10/1997 102.9



Preparatory work is in progress for the making of legislative proposals for the

implementation of certain Basel regulatory standards:

Year 2021

Targeted to be submitted to LegCo sometime in 2021 (potentially sometime in

second half of the year) are:

• amendments to the Banking (Capital) Rules to reflect the revised Basel capital

requirement on banks’ exposures to equity investments in funds; and

• amendments to the Banking (Exposure Limits) Rules to incorporate certain

technical refinements to enhance clarity and better reflect the policy intent of

certain existing provisions.

Year 2022

The above will be followed sometime in 2022 with the submission of amendments

to the Banking (Capital) Rules to implement two sets of capital standards under

the Basel III reforms. These consist respectively of:

• revisions to the credit risk, operational risk, and leverage ratio frameworks, as

well as requirements for the prudent use of internal models (which are

scheduled to take effect from 2023 as minimum standards for banks); and

• a revised market risk framework which is scheduled to take effect from 2023 for

reporting purposes by locally incorporated AIs (and no earlier than that for the

actual capital requirements).



• Pre-approved Principal Payment Holiday Scheme: Extended the principal

payment holiday for trade loans by another 90 days on 5 August, and

extended the Scheme by six months on 2 September. Loans could receive

principal payment holiday of up to one full year. The Scheme was effective

since May 2020, covering corporate borrowers with annual turnover below

HK$800 million, representing around 80% of the total corporate borrowers.

• As of end-September 2020, around 49,000 applications from corporate

customers for principal payment holidays, extensions of repayment schedules,

contingency loans and other relief measures have been approved by banks,

amounting to around HK$590 billion.

• For individual customers, banks have approved more than 21,000 applications

for principal payment holiday for residential mortgages and emergency

personal loans, involving an aggregate amount of over HK$37 billion.



COVID-19

• Issued circulars in July 2020 to share industry practices in developing sustainable AML/CFT

measures which are consistent with the risk-based approach to cope with the evolving COVID-

19 situation.

• Will continue to work closely with the industry to support ongoing efforts in tackling the

challenges under the COVID-19 circumstances in a pragmatic manner.

Continued to encourage banks’ remote on-boarding initiatives

• Issued circular in June 2020 to share key observations and good practices in AML/CFT control

measures identified in the thematic reviews of remote customer on-boarding initiatives.

• Issued circular in September 2020 to articulate key principles for remote on-boarding of

corporate customers.

• 85% of retail banks have launched/planned to launch remote on-boarding for individuals since

the publication of guidance for remote on-boarding of individual customers in February 2019.

AML/CFT Surveillance Capability Enhancement Project (AMLS Project)

• Issued circular in September 2020 to inform industry of the AMLS Project, which strengthens

the HKMA’s use of data and Suptech to enhance its risk-based AML/CFT supervision. The

AMLS Project, under the HKMA’s Digitalisation Programme, has delivered recommendations by

the consultant which will implement changes to make our AML/CFT supervision more proactive,

targeted and collaborative in the future.

• We will use various Suptech tools to help improve and streamline work processes, increase

accuracy and enhance interface with the industry.



• The current legislative priority on resolution is the development of rules to

be made by the Monetary Authority as a resolution authority under the

FIRO on Stay Rules for AIs and certain group companies of AIs. The Stay

Rules will require the inclusion of contractual provisions in certain financial

contracts that are not governed by Hong Kong law to the effect that the

parties to the contracts agree to be bound by a suspension of termination

rights (i.e. “stay”) that may be imposed by the Monetary Authority under

the Hong Kong resolution regime. The Stay Rules are intended to

implement the relevant Financial Stability Board principles for enhancing

effectiveness of cross-border resolution actions.

• A public consultation on the policy proposals for formulating the Stay Rules

closed on 22 March 2020. Our current intention is to issue the

consultation conclusion in the fourth quarter of 2020 and to introduce Stay

Rules into LegCo for negative vetting in the first half of 2021.



• The HKMA encourages more banks to support and launch SBAs to

provide basic banking services with less extensive customer due diligence

measures, hence offering more choices to corporate customers. During

the year, one more bank launched SBAs, bringing the number of banks

offering the service to four. Since the launch of the service, around 5,000

applications have successfully opened SBAs.

• 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 PHEs. There are a

total of six mobile bank branches servicing 30 PHEs, thereby further

enhancing the access to basic banking services in remote areas and

PHEs.



• Having completed the review of self-assessment submissions covering 30

AIs, the HKMA issued a circular on 22 May 2020 on the Report on Review

of Self-assessments on Bank Culture to provide a range of practices for

reference by the industry. The HKMA has also identified seven common

themes to which banks are encouraged to pay attention as they continue

to promote sound bank culture.

• The HKMA issued a circular on 4 September 2020 to enhance disclosure

in respect of digital platforms for the application of unsecured loan and

credit card products. It requires banks to give customers a “double

reminder” to consider their borrowing decisions during the application

process of the aforementioned products. The first reminder/disclosure

involves the key product features as well as terms and conditions of that

credit product in general, while the second reminder/disclosure provides

key details on the specific credit product that will be applicable to the

borrower as well as the educational messages on responsible borrowing.



• The HKMA has been working closely with industry associations (including

the Hong Kong Association of Banks, the DTC Association and the Hong

Kong S.A.R. Licensed Money Lenders Association Ltd.) on the

implementation of more than one CRA for consumer credit data in Hong

Kong.

• Objectives: To reduce the operational risk of having only one consumer

CRA in the market and enhance the service quality of CRAs.

• New model: To avoid the challenges of a multi-to-multi connection in a

multiple CRAs environment, a platform will be built to interface between

credit providers (including banks) and multiple CRAs.

• Benefits and features of the new model include: (1) data backup by the

platform, effectively addressing the risk of single point of failure; (2)

providing a level playing field for competition among the CRAs; (3)

introducing an industry code of practice to further enhance consumer

protection.



• Preparatory work: The industry and its appointed third-party consulting

company are working with the HKMA to sort out the details, and implement

the arrangements. They are consulting the PCPD to ensure that the

arrangements will be in compliance with the Personal Data (Privacy)

Ordinance and the Code of Practice on Consumer Credit Data issued by

the PCPD. The industry is also engaging the Consumer Council and

relevant stakeholders.

• Industry associations will issue tenders for provision of consumer credit

reference services under the new model and appoint CRAs.

• The platform for interface between credit providers and CRAs is to be

developed. The appointed CRAs will develop their own information

management and application system, establish data standards, connect to

the platform, conduct security testing and comply with the relevant

requirements. The new system is expected to be in operation by the end

of 2022.



• The HKMA and the IA worked closely to:

 Provide guidance on 5 August 2020 in respect of the requirements for using

video conferencing tools in the sale of long term insurance products and the

information required for the relevant InsurTech sandbox applications;

 Amid the uncertainty of COVID-19 situation, extend on 15 June 2020 the

effective period of the phase 2 temporary facilitative measures for non-face-

to-face sale of certain insurance products to until 30 September 2020, and

further extend it on 4 September 2020 to until 31 December 2020. The

scope of products covered (i.e. Qualifying Deferred Annuity Policy,

Voluntary Health Insurance Scheme products, term insurance policies and

certain refundable or renewable insurance policies that provide insurance

protection) and the implementation details of the measures remain

unchanged.

• For further development of wealth management industry in Hong Kong and

promoting customer-centric culture in trust business, the HKMA has consulted

the industry on a proposal for enhancing the regulation and supervision of trust

business in Hong Kong, including a proposed Code of Practice for Trust

Business. The consultation ended on 9 October 2020 and the HKMA is

considering the responses received.

• Amid the market volatility arising from COVID-19, the HKMA issued guidance

on 27 March, 20 April and 7 August 2020 to remind AIs of investor protection

measures. In particular, the circular issued on 7 August 2020 reminds AIs of

their obligations in handling leveraged transactions.



• Launched a new phase of the flagship campaign on Protection of Personal

Digital Keys, reiterating the importance of proper safeguard of account and

personal information when using online banking services, e-wallets and

other digital financial services.

• Co-organised the Hong Kong Liberal Studies Financial Literacy

Championship 2020 with various stakeholders to enhance secondary

school students' financial knowledge.

• Through the HKMA's digital media channels

 Reminded the public to beware of bogus calls, emails and SMSs

purportedly from banks, the HKMA and other government departments

asking for personal information, with a focus on the scams related to

COVID-19.

 Publicised the issues to note about the registration and payment of the

Government Cash Payout Scheme and alerted the public of possible

scams.

 Introduced concepts like green certification and responsible investment

to enhance public understanding of ESG.

 Published a set of FAQs on financial stability to clarify rumours about

the Linked Exchange Rate System and related issues.



• The Hong Kong Deposit Protection Board completed system development

to adopt electronic payment channels for dispersing DPS compensation,

including the use of Faster Payment System (FPS). Comprehensive drill

tests involving FPS participant banks are in progress. The use of

electronic payment channels is expected to be ready in 2021.

• Launched the new series of TV commercial “Ah Chuen & Ah Po Together”

(“Bank Deposits Always Come with Protection”) to reinforce the public

awareness of the DPS.

• Continued reaching out to target audience groups by employing more

digital channels to promote DPS-related knowledge while community

outreach activities were suspended due to the pandemic outbreak:

 Conducted DPS online talks for the elderly members of various non-

governmental organisations (NGOs); and

 Collaborated with NGOs to distribute DPS Information Packs to the

elderly and low-income families living in different districts, as well as

further engaged the new migrants to Hong Kong with an online quiz

game to learn about the DPS key features.



Financial Leadership Development

• Virtual events are introduced under the Leadership Development

Programme to minimise social gatherings. These include:

 Pre-recorded interviews conducted with Mrs Laura Cha, Chairman of

the Hong Kong Exchanges and Clearing Limited and Fellow of the

AoF, Professor Gabriel Leung, Dean of Medicine at The University of

Hong Kong, and Mr Joseph Yam, Non-Official Member of the

Executive Council and Fellow of the AoF. The interviews were

released to the public on 24 June, 9 July and 27 July 2020

respectively;

 A webinar by Professor Lawrence Lau, Ralph and Claire Landau

Professor of Economics, The Chinese University of Hong Kong and

Fellow of the AoF, on 9 September 2020 on US-China economic

relations; and

 A webinar on 24 September 2020 co-hosted by the AoF and the HKMA

under the Banking Talent Programme, featuring Ms Diana Cesar,

Group General Manager, Chief Executive, Hong Kong of The

Hongkong and Shanghai Banking Corporation Limited, Ms Mary Huen,

Executive Director and Chief Executive Officer, Hong Kong of

Standard Chartered Bank (Hong Kong) Limited and Mrs Ann Kung,

Deputy Chief Executive of Bank of China (Hong Kong) Limited in a

panel discussion.



Research Activities

• Two applied research reports were released by the Hong Kong Institute for

Monetary and Financial Research:

 “Fintech Adoption and Innovation in the Hong Kong Banking Industry”

(May 2020) - The report is based on an industry-wide survey carried

out by the HKMA, which aims to assess the current status of Fintech

adoption in the Hong Kong banking industry and understand banks’

views on the prospects of Fintech developments in the next ten years.

 “Artificial Intelligence in Banking: The Changing Landscape in

Compliance and Supervision” (August 2020) - The report is part of a

research project on the adoption of artificial intelligence (AI) in banking,

carried out in collaboration with the HKMA and external collaborators. It

aims to assess the current status of AI adoption in the Hong Kong

banking industry and its implications for banking compliance and

supervision.





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, as well as the inclusion of renminbi-denominated Mainland

government and policy bank securities into the Bloomberg Barclays Global

Aggregate Index in April 2019 and J.P. Morgan Government Bond Index-

Emerging Markets in February 2020, more overseas investors have

started to invest in the Mainland interbank bond market via the 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.



• The registrations and turnover of the FPS have been growing steadily. Since

the launch of the system till 30 September 2020, the FPS recorded 6.17

million registrations (including 4.06 million in mobile numbers, 1.03 million in

email addresses and 1.08 million in FPS ID), up by 53% or 2.15 million

registrations from end-December 2019. It has processed 130 million real-

time transactions involving over HK$1.6 trillion in value.

• The turnover of the FPS rose particularly fast in the first three quarters amid

the epidemic this year, as compared to end-December 2019. The average

daily turnover of real-time transactions reached 426,000 (worth HK$4.5

billion and RMB68 million) in September 2020, more than double the

transactions in December 2019 and a more than seven-fold increase from

that in October 2018, the first full month after the launch.



Cross-border fintech collaboration

• “TechChallenge” competition

 In August 2020, the HKMA co-organised “TechChallenge” competition

with BIS to invite proposals of technology solutions from the private

sector to address issues in trade finance.

 Winners will receive financial sponsorship to further develop their

solution proposals.

 The top proposals will be announced and showcased at the Hong Kong

Fintech Week in November 2020.

• Connection of eTradeConnect and the PBoC Trade Finance Platform

 eTradeConnect is a trade finance platform launched and funded by a

consortium of banks in Hong Kong under the facilitation of the HKMA.

 A Proof-of-Concept trial is being conducted to connect eTradeConnect

and the PBoC Trade Finance Platform to provide firms in Mainland

China and Hong Kong with more convenient trade finance services.

 A joint task force with representatives from the PBoC, the HKMA, and

the platform operators has been established to drive the initiative

forward.

• Central Bank Digital Currency research

 Conducting a joint research project on the application of CBDC to cross-

border remittances in collaboration with Bank of Thailand.



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.

• The industry consultation on the proposed enhancements was completed

in June 2020.

• The CFI framework is currently being revised.





• Under the Hong Kong OTC Derivatives Clearing Rules (Clearing Rules),

AIs and licensed corporations (LCs) are subject to the clearing obligation

of specified OTC derivative transactions. In order to capture transactions

between AIs/LCs and major dealers outside of Hong Kong that are not AIs

or LCs, the concept of FSP was introduced. Under the Clearing Rules, an

entity will be designated as a FSP if the entity belongs to a firm on the

Financial Stability Board’s list of global systemically important banks or on

the OTC Derivatives Supervisors Group’s (ODSG) list of major dealers,

and the entity is a clearing member of major central counterparties.

Specific transactions between a FSP and AIs/LCs are subject to the

clearing obligations. The HKMA and SFC perform annual review and

public consultation of the FSP list to ensure the list remains relevant and

appropriate.





Institutional part – outstanding as at September 2020:

• 11 Government bonds totalling HK$83.6 billion.

• One Islamic bond totalling US$1 billion.

Retail part – outstanding as at September 2020:

• Two Silver Bonds totalling HK$5.9 billion.





• In the first eight months of 2020, renminbi trade settlement handled by

banks in Hong Kong totalled RMB4,254.7 billion.

• In the first eight months of 2020, the average daily turnover of Hong Kong

RMB Real Time Gross Settlement (RTGS) system stood at RMB1,183.3

billion.



• As at end-August 2020, renminbi customer deposits and outstanding

renminbi CDs amounted to RMB671.7 billion and RMB40.5 billion

respectively, totalling RMB712.2 billion.

• As at end-August 2020, outstanding renminbi loans amounted to

RMB167.4 billion. Outstanding dim sum bonds amounted to RMB164.0

billion. The dim sum bond issuance totalled RMB29.8 billion for the first

eight months of 2020. In November 2018, the People’s Bank of China

(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. As

at end-August 2020, outstanding PBoC bills amounted to RMB80 billion.



• In the first nine months of 2020, Bond Connect recorded 230 trades daily

on average. The daily turnover averaged RMB19.2 billion, up around 81%

from the 2019 average of RMB10.6 billion. As of end-September 2020,

Bond Connect had onboarded 2,171 registered institutional investors.







• The Cross-Agency Steering Group aims to coordinate the management of

climate and environmental risks to the financial sector, accelerate the

growth of green and sustainable finance in Hong Kong and support the

Government’s climate strategies. Other members include the Environment

Bureau, the Financial Services and the Treasury Bureau, the Hong Kong

Exchanges and Clearing Limited, the Insurance Authority and the

Mandatory Provident Fund Schemes Authority. Two work streams have

been set up by the Steering Group to look into cross-sectoral regulatory

issues and coordinate cross-agency market development efforts.

• The first annual green bond report, which contains details on the allocation

of the inaugural green bond proceeds and expected environmental

benefits, was released in August 2020.




































