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LEGISLATIVE COUNCIL BRIEF 

 
STABLECOINS BILL 

 

INTRODUCTION 

At the meeting of the Executive Council on 3 December 2024, the 
Council ADVISED and the Chief Executive ORDERED that the Stablecoins 
Bill (“the Bill”) at Annex A should be introduced into the Legislative Council 
(“LegCo”) to establish a licensing regime for fiat-referenced stablecoins (“FRS”) 
issuers in Hong Kong.    
 
 
JUSTIFICATIONS 

Overall policy on virtual asset (“VA”) activities 

2. In recent years, trading in VAs and other VA activities have seen rapid 
developments both globally and in Hong Kong.  Recognising that VAs, for all 
their potentials, also pose significant risks and regulatory challenges, the 
Government issued a Policy Statement on Development of Virtual Assets in 
Hong Kong in October 2022 (“Policy Statement”).  The Policy Statement sets 
out the commitment to enhancing the VA regulatory framework under the 
principle of “same activity, same risks, same regulation”, which involves putting 
in place timely and necessary guardrails for VA activities to develop in a 
sustainable manner, with actual and potential risks on financial stability, money 
laundering and terrorists financing mitigated and managed in line with 
international standards while ensuring consumer protection. 
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3. In line with the Policy Statement, the Anti-Money Laundering and 
Counter-Terrorist Financing Ordinance (Cap. 615) (“AMLO”) was amended in 
December 2022 to introduce a licensing regime for VA service providers, 
ensuring that VA trading platforms (“VATPs”) comply with the relevant 
international requirements on anti-money laundering and counter-terrorist 
financing 1  (“AML/CFT”) while protecting investors.  Following the 
commencement of the VATP licensing regime in June 2023, we have been 
making efforts to further enhance the regulatory framework for VA activities, 
including the introduction of a licensing regime for FRS issuers. 
 
The need to regulate FRS issuance 
4. The key considerations from a regulatory standpoint include the 
apparent and rising interconnectedness between the traditional financial system 
and the VA market, as well as the potential monetary and financial stability risks 
associated with the increasing prevalence of VAs.  Against this background, it 
is observed that stablecoins, which purport to maintain stable value relative to 
some real world assets (typically fiat currencies as in the case of FRS), have the 
potential to develop into a widely accepted means of payment and be 
incorporated into the mainstream financial system.  At present, stablecoins are 
mainly used for VA trading.  Apart from that, the industry has been exploring 
how stablecoins could be used as a medium of exchange in the real economy, e.g. 
in context of payments, supply chain management and capital markets.  The 
Hong Kong Monetary Authority (“HKMA”) has launched the stablecoin issuer 
sandbox to better understand the business models of, and to communicate 
supervisory expectations and guidance to, institutions that plan to issue fiat-
referenced stablecoins in Hong Kong.  The first batch of three participants was 
admitted to the sandbox on 18 July 2024. 
 
5.  Given such potential and the possible convergence with the traditional 
financial system when stablecoins continue to be used and developed, FRS 
could become a key channel through which risks could spill over from the VA 
sector to the traditional financial system (or vice versa).  While FRS have not 
been widely adopted in Hong Kong yet, noting FRS could pose more imminent 
risks as compared to other types of stablecoins, we see the need to put in place a 
regulatory regime for FRS issuers (instead of banning FRS issuance) to mitigate 
potential financial stability risks and provide adequate user protection, thereby 
facilitating the development of the VA sector under appropriate regulation in the 
process of fostering financial innovations. 

                                                 
1  Notably the requirements stipulated by the Financial Action Task Force (“FATF”), which is an inter-

governmental organisation making recommendations to tackle money laundering, terrorist and proliferation 
financing.  The Mainland and Hong Kong are FATF members. 
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6. The financial risks posed by stablecoins have also drawn considerable 
attention of international organisations and standard-setting bodies.  In 
particular, the Financial Stability Board (“FSB”) 2  finalised in 2023 its 
recommendations on regulating stablecoins.  Under the recommendations, 
financial authorities from member jurisdictions are expected to, among others3, 
implement measures to regulate, supervise and oversee stablecoin activities 
conducted in their jurisdictions with a view to addressing the potential financial 
stability risks.  The FSB will conduct a review of the implementation progress 
attained by its member jurisdictions, including Hong Kong, in 2025.  In the 
light of the developments in the VA market and the FSB’s recommendations, 
some jurisdictions4 have already proposed or recently implemented regulatory 
regimes for stablecoin issuance. 
 
Legislative Proposals 
 
Proposed licensing regime for stablecoin issuers 
7. In view of the above, we propose to establish a licensing regime for 
FRS issuers in Hong Kong.  As announced in the Chief Executive’s 2024 
Policy Address, a bill on the regulation of FRS issuers will be introduced into 
the LegCo by end-2024.  Details are set out below. 
 

                                                 
2 The FSB was established in April 2009 to coordinate at the international level the work of financial 

authorities from different jurisdictions and international standard-setting bodies, as well as promote the 
reform of international financial regulations.  The Mainland and Hong Kong are FSB members. 

 
3  Similar to the case of the FATF’s recommendations on the regulation of VA activities from the AML/CFT 

angle, the FSB also allows jurisdictions to manage the risks posed by stablecoins by effectively prohibiting 
stablecoin activities.  Internationally, the licensing approach is more common and more applicable in the 
case of Hong Kong considering the Government’s policy on VAs as set out in the Policy Statement. 

 
4 For example, the European Union, Singapore and the United Kingdom. 
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Scope of stablecoins covered 
 
8. FRS, with their purported reference to one or more fiat currencies, has a 
higher potential among stablecoins to be developed into a widely accepted 
means of payment, and thus have a higher potential for being incorporated into 
the mainstream financial system.  We therefore propose that the licensing 
regime should focus on FRS by defining “specified stablecoin” which will be 
subject to the regulatory control of the Monetary Authority (“MA”) as a 
stablecoin5 that purports to maintain a stable value with reference wholly to one 
or more official currencies.  While the focus of the regulatory regime is on FRS, 
we recognise that stablecoins which reference other assets (e.g. commodity) may 
also have the potential to become prevalent in the future, and may pose similar 
risks as FRS.  In order to allow a timely response to market developments, we 
propose to provide the MA with the power to specify a digital representation of 
value to be a specified stablecoin by notice published in the Gazette. 
 
Regulated stablecoin activities 
 
9. Under the proposed licensing regime, no person may, without a licence 
granted by the MA, carry on a regulated stablecoin activity which includes the 
issuance of a specified stablecoin in Hong Kong in the course of business.  A 
person actively marketing the issuance of specified stablecoin to the public of 
Hong Kong is regarded as holding out as carrying on a regulated stablecoin 
activity and has to be licensed by the MA.  Furthermore, considering that 
specified stablecoins which purport to reference the value of the Hong Kong 
dollar (whether wholly or partly) may pose monetary and financial stability 
risks6 even if they are issued outside of Hong Kong, we propose that any 
issuance of such specified stablecoins should be covered as a regulated activity, 
irrespective of its issuance location. 

 

                                                 
5  Taking reference from the definition of VA in the AMLO, a stablecoin is defined to mean a cryptographically 

secured digital representation of value that: 
(i)  is expressed as a unit of account or a store of economic value; 
(ii)  is used, or is intended to be used, as a medium of exchange accepted by the public, for payment for 

goods or services; discharge of a debt, and/or investment; 
(iii) can be transferred, stored or traded electronically; 
(iv) is operated on a distributed ledger or similar information repository; and 
(v)  purports to maintain a stable value with reference to a single asset, or a pool or basket of assets. 

 
6 For example, such specified stablecoins would likely target members of the Hong Kong public. 
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10. Given the nascent development of stablecoins, new types of stablecoin 
activity that pose risks to the monetary and financial stability of Hong Kong 
may emerge in the future.  To ensure a timely regulatory response by the MA, 
we propose, similar to the case of the definition of specified stablecoins, to 
provide the MA with powers to (i) specify an activity as a regulated stablecoin 
activity; (ii) designate an entity that provides services to a payment system using 
specified stablecoins as a designated stablecoin entity subject to regulatory 
controls; and (iii) designate a stablecoin issuer for which a licence is not 
required as a designated stablecoin entity.  In exercising such powers, the MA 
will take into account factors including significance to public interest, 
materiality to the monetary or financial stability of Hong Kong, and the 
functioning of Hong Kong as an international financial centre. 
 
Licensing criteria 
 
11. To better monitor and address risks that issuers of specified stablecoins 
could potentially pose due to failure of business or malpractice, licensees should 
be subject to robust regulatory requirements.  The proposed licensing criteria 
include the following major elements – 
 

(a) Management of reserve assets and stabilisation mechanism: 
the market value of the reserve assets pool backing the specified 
stablecoins must at all times be at least equal to the par value of 
the outstanding specified stablecoins in circulation.   A licensee 
must also put in place a robust stabilisation mechanism, measures 
for proper segregation and management of reserve assets, and 
adequate disclosure policy; 
 

(b) Redemption: to ensure proper protection is granted to holders of 
specified stablecoins (“holders”), a licensee must pay a holder who 
makes a valid redemption request the par value of the specified 
stablecoin without imposing unduly burdensome conditions and 
unreasonable fees.  The redemption process, timeframe, any 
conditions or fees, and rights shall also be clearly disclosed for 
holders’ reference; 
 

(c) Physical presence in Hong Kong: to enable effective supervision 
and enforcement by the MA, a licensee must have a physical 
presence in Hong Kong; 
 

(d) Financial resources: a licensee must have adequate financial 
resources for carrying on its business, including a minimum paid-
up share capital of HK$25 million; 
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(e) Fitness and properness: controllers, chief executives and 
directors of a licensee must be fit and proper persons, and persons 
responsible for the management and operation of the regulated 
stablecoin activity must possess appropriate knowledge and 
experience; and 
 

(f) Prudential and risk management: a licensee must have in place 
appropriate risk management policies and procedures for 
managing the risks arising from the carrying on of its business that 
are commensurate with the scale and complexity of the operation.  
It should also have in place adequate and appropriate systems of 
control for preventing and combating possible money laundering 
or terrorist financing. 

 
Open-ended licence 
 
12. As a licensee will need to make a substantive investment in order to 
reach the necessary scale for carrying on the regulated stablecoin activity, we 
propose that a licensee should be granted an open-ended licence, i.e. one that 
will remain valid unless it is revoked by the MA.  A licensee will be subject to 
the MA’s ongoing supervision. 
 
Restriction on offering of specified stablecoins 
 
13. To ensure protection to potential holders, we propose that only the 
following entities7, which are regulated either by the MA or the Securities and 
Futures Commission (“SFC”), can offer a specified stablecoin to the public – 
 

(a) a licensee under the proposed FRS issuer regime; 
 
(b) a VATP licensed by the SFC; 
 
(c) a corporation that is licensed by the SFC for carrying on Type 1 

regulated activity under section 116 of the Securities and Futures 
Ordinance (Cap. 571); and 

 
(d) an authorized institution as defined in the Banking Ordinance  

(Cap. 155) (“BO”). 
 

                                                 
7  The list of entities could be expanded in future, subject to the formulation of another regulatory regime that is 

being separately considered for VA over-the-counter trading activities. 
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Powers of the MA 
 
14. For effective implementation of the regime, we propose that the MA be 
given powers for ongoing supervision, including the power to request the 
production of documents and records, give directions, make regulations, and 
issue guidelines, etc. 

 
15. We also propose that the MA be empowered to conduct investigation 
into licensees and unlicensed persons8 when there is a reasonable cause to 
believe that an offence has been committed or a requirement has been 
contravened under the regime.  These include the powers to direct an 
investigator to conduct investigation, to compel provision of evidence relevant 
to the suspected contravention, to require persons to render assistance in 
connection with the investigation, and to apply to a Magistrate for search 
warrants and seizures when necessary. 
 
16. Licensees, designated stablecoin entities and their officers found to 
have contravened the provisions of the proposed regime may be subject to civil 
sanctions, including caution, warning, reprimand, as well as order to take 
specified actions.  In addition, the MA will be empowered to impose 
supervisory sanctions by suspending or revoking a licence, as well as pecuniary 
penalty up to HK$10 million, or three times the amount of profit gained or loss 
avoided, whichever is greater. 
 
Criminal offences and sanctions 
 
17. To achieve deterrent effect, there should be effective and proportionate 
sanctions against unlicensed activities and non-compliance.  The proposed 
criminal offences9, on conviction on indictment, include – 
 

(a) carrying on a regulated stablecoin activity without a licence: a fine 
of HK$5 million and imprisonment for seven years; 

 
(b) offering of specified stablecoins by persons other than entities 

permitted to conduct such offering: a fine of HK$5 million and 
imprisonment for seven years; 

 

                                                 
8 Such as persons carrying on a regulated stablecoin activity without a licence or persons not falling within the 

entities in paragraph 13 above but conduct the offering of specified stablecoins to the public. 
 
9  Taking reference from relevant provisions of the BO, the Payment Systems and Stored Value Facilities 

Ordinance (Cap. 584), and the AMLO. 
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(c) fraud or deception in relation to specified stablecoin transactions: 
a fine of HK$10 million and imprisonment for ten years; and 

 
(d) fraudulent or reckless misrepresentation for the purpose of 

inducing another person to enter into, or offer to enter into, an 
agreement to acquire specified stablecoins: a fine of HK$1 million 
and imprisonment for seven years. 

 
Review of the MA’s decisions 
 
18. To ensure that the exercise of the MA’s powers is subject to adequate 
checks and balances, we propose setting up a review tribunal to review relevant 
decisions made by the MA under the regime. 
 
Transitional period 
 
19. We propose to provide for transitional arrangements for pre-existing 
issuers of specified stablecoins with meaningful and substantial presence in 
Hong Kong10 prior to the commencement of the licensing regime , under which 
such issuers may continue to operate under a non-contravention period of    
six months provided that they, within the first three months of the 
commencement of the licensing regime, (i) submit licence applications to the 
MA, (ii) receive the MA’s acknowledgment, and (iii) undertake that they are 
capable of complying with applicable regulatory requirements.  Pre-existing 
issuers that do not fulfil all of (i) to (iii) above will need to close down their 
business in an orderly manner by the end of the fourth month. 

 
20. Pre-existing issuers who have fulfilled all of (i) to (iii) above and are 
able to demonstrate their capabilities will be granted a provisional licence for 
continuing their issuance activities until the MA has made a final decision on the 
licence applications.  Nevertheless, the MA may give a rejection notice to an 
applicant anytime if the MA is not satisfied that the applicant is capable of 
meeting the licensing criteria and regulatory requirements.  Upon receipt of a 
rejection notice, the issuer must cease operations in an orderly manner within 
one month.  To prevent fraud and scams, without a formal licence granted by 
the MA, no person (including an issuer with a provisional licence) will be 
allowed to publish advertisement on the issuance of specified stablecoins. 
 

                                                 
10  Factors that the MA may take into consideration in evaluating whether the issuer has a meaningful and 

substantial presence in Hong Kong include whether it is incorporated in Hong Kong, whether it has a 
physical office in Hong Kong with staff exercising central management and control over the issuance, and 
whether the specified stablecoin it issues has been circulated to independent holders (i.e. not limited to its 
own associated companies). 
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OTHER OPTIONS 

21. To address the risks posed by FRS activities while fostering market 
development and implement the FSB’s recommendations as part of       
Hong Kong’s international obligations to safeguard financial stability, it is 
necessary to put in place a statutory licensing regime for FRS issuers by 
legislative means.  There is no other option. 
 
 
THE BILL  

22. The main provisions of the Bill are as follows - 
 

(a) clauses 1 to 7 set out preliminary provisions such as the short title 
and provide for the commencement of the Ordinance11; 

 
(b) clauses 8 to 13 set out regulations and other restrictions on 

activities involving specified stablecoins; 
 
(c) clauses 14 to 21 provide for the licensing of issuers of specified 

stablecoins; 
 
(d) clauses 22 to 27 set out duties of licensees, including payment of 

licence fee and display of licence number in promotional materials; 
 
(e) clauses 28 to 35 provide for the MA’s power to suspend or revoke 

a licence; 
 
(f) clauses 36 to 75 provide for the MA’s power over ownership and 

management of licensees; 
 
(g) clauses 76 to 97 provide for the MA’s power on control over 

licensees, including the power to direct licensee’s affairs to be 
managed by a person appointed by the MA; 

 
(h) clauses 100 to 107 provide for the designation and oversight by 

the MA of designated stablecoin entities, including the designation 
criteria and the applicable regulatory requirements; 

 

                                                 
11  It is proposed that the Ordinance will come into effect on a day to be appointed by the Secretary for Financial 

Services and the Treasury by notice published in the Gazette.  Between enactment and commencement of the 
Bill, the MA will prepare for the implementation of the new regime including, inter alia, the preparation of 
rules and guidelines. 
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(i) clauses 108 to 115 set out matters pertaining to functions of the 
MA; 

 
(j) clauses 116 to 129 provide for the MA’s power to investigate an 

alleged contravention under the Bill and matter pertaining to such 
investigations; 

 
(k) clauses 130 to 137 provide for civil sanctions for contraventions 

under the Bill; 
 
(l) clauses 138 to 147 provide for the setup of a review tribunal; 
 
(m) clauses 148 to 154 set out general offences including giving false 

or misleading information to the MA and making false claims; and 
 
(n) clauses 155 to 160 provide for confidentiality requirements. 

 
 
LEGISLATIVE TIMETABLE 

23. The legislative timetable for the Bill is as follows – 
 

Publication in the Gazette 
 

6 December 2024 

First Reading and commencement of  
Second Reading debate 
 

18 December 2024 

Resumption of Second Reading debate, 
committee stage and Third Reading 
 

to be notified 

 
 
IMPLICATIONS OF THE PROPOSAL  

24. The proposal is in conformity with the Basic Law, including the 
provisions concerning human rights.  It has no productivity, environmental, 
family or gender implications.  The Bill does not contain any express binding 
effect provision. 
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Civil Service and Financial Implications 
25. The MA as the regulatory authority of the proposed licensing regime 
will absorb the resources needed for implementation.  The Hong Kong Police 
Force and the Department of Justice as may be involved in enforcement and 
prosecution will also absorb the resource requirements.  Additional resources, 
if required, will be sought through the established resource allocation 
mechanism.  
 
Economic and Sustainability Implications 
26. The proposal marks another important step in establishing a 
comprehensive framework for the regulation of VA activities in Hong Kong.  
This would help enhance market confidence and the sustainable development of 
the VA market, conducive to reinforcing Hong Kong’s status as an international 
financial centre. 
 
 
PUBLIC CONSULTATION 

27. The Financial Services and the Treasury Bureau and the HKMA jointly 
conducted a public consultation on the proposed licensing regime from 
December 2023 to February 2024 with 108 submissions received.  Overall, 
there is broad support for the policy objectives and the key proposals.  A 
majority of the respondents agreed that a well-regulated environment is a 
prerequisite for the sustainable and responsible development of the stablecoin 
ecosystem in Hong Kong.  They shared our view that a risk-based and agile 
approach should be adopted to regulate FRS issuers, while ensuring a level 
playing field.  Respondents also provided constructive feedback on the 
proposed regulatory requirements, while some sought clarification in respect of 
specific requirements.  Consultation conclusions were issued in July 2024. 
 
28. We briefed the LegCo Panel on Financial Affairs on the proposal on   
8 April 2024.  Members were generally supportive.  Questions were raised on 
regulatory requirements such as redemption, reserve management and audit 
requirement. 
 
 
PUBLICITY  

29. We have issued a press release on the gazettal of the Bill, and arranged 
a spokesperson to answer media enquiries. 
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BACKGROUND 

30.  The HKMA issued a discussion paper on crypto-assets and stablecoins 
in January 2022, setting out the HKMA’s thinking on giving priority to the 
development of a regulatory framework for stablecoins.  The respondents were 
generally supportive of bringing stablecoins into the regulatory perimeter.  In 
January 2023, the HKMA issued the consultation conclusion to the discussion 
paper, confirming the intention to put in place a regulatory regime for key FRS 
activities and providing initial information on the expected regulatory scope and 
major regulatory requirements. 
 
 
ENQUIRIES 

31. Enquiries relating to the brief can be directed to Ms Tanna Chong, 
Acting Principal Assistant Secretary for Financial Services and the Treasury 
(Financial Services), at 3655 5694 or Mr Ernest Ho, Head (Digital Finance) of 
Hong Kong Monetary Authority, at 2597 0876.  
 
 
 
 
Financial Services and the Treasury Bureau 
11 December 2024           
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