






































































• In March and early April, the Hong Kong dollar spot exchange rate retreated 
from its February high-level, alongside decline in stock market on lingering 
concerns about global economic growth. Since mid-April, the spot exchange 
rate has strengthened again on news of widening CNY trading band.



• Liquidity remained abundant in the interbank market. The Aggregate 
Balance has stayed steady at around HK$150 billion since mid-May 2010. 



• The Hong Kong dollar forwards eased modestly, leading to some 
widening of forward discounts over the past two months.



• Short-term Hong Kong dollar interest rates have remained stable and stayed 
below their US dollar counterparts.  





• The consolidated capital adequacy ratio of locally incorporated AIs was 15.8% 
at the end of December 2011, compared with 15.7% at the end of September 
2011. The ratio remained well above the international standard of 8%.





• The HKMA continues to monitor closely the asset quality of retail banks’ loan 
portfolios.



• The quarterly annualised net interest margin of retail banks increased to 1.31% 
in Q1 2012.

• The aggregate pre-tax operating profit of retail banks’ Hong Kong offices in Q1 
2012 increased by 8.6% compared with the same period last year.  Benign 
increases in net interest income (+14%) contributed to the profit growth.



• Loan growth has slowed down since H2 2011. 

• In Q1 2012, credit growth remained at a moderate level at an annualised 

rate of 9.1%. 



• Hong Kong dollar loan-to-deposit ratio decreased to 83% at end-March 2012 

from 84% at end-December 2011. The HKMA will continue to monitor the 

movement of the loan-to-deposit ratio. 



Statistics on RMLs in negative equity

( ) as percentage of total outstanding RMLs

* Less than 0.01% as percentage of total outstanding RMLs

6/2003 3/2011 6/2011 9/2011 12/2011 3/2012

105,697 59 48 1,653 1,465 78

(22%) (0.01%) (0.01%) (0.3%) (0.3%) (0.02%)

Total outstanding value of

RMLs in negative equity

(HK$Mn)

164,577

(31%)

72

(0.01%)

58

(0.01%)

4,148

(0.5%)

3,647

(0.5%)

236

(0.03%)

Value of unsecured portion 35,316 22 18 165 122 4

(HK$Mn) (6.75%) * * (0.02%) (0.02%) *

Proportion of RMLs in

negative equity with

delinquencies of more than

three months

2.3% 0% 0% 0% 0% 0%

Total outstanding number of

RMLs in negative equity



• To accord with the Government’s policy initiative in enhancing Hong Kong's 
position as a major asset management centre in Asia, the HKMA has been 
working with the private banking industry to explore possible ways to promote 
the industry whilst maintaining an appropriate degree of protection to 
customers.

• The HKMA has been working closely with the Financial Services and the 
Treasury Bureau (FSTB), the Mandatory Provident Fund Schemes Authority 
(MPFA) and other frontline regulators on the preparatory work in relation to the 
implementation of the statutory regime for the regulation of MPF intermediaries, 
e.g. formulation of the new Guidelines on Conduct Requirements.

• The Financial Dispute Resolution Centre Limited (FDRC) was incorporated on 
18 November 2011 and is expected to come into operation by mid 2012.   The 
HKMA is closely working with FSTB and Securities and Futures Commission 
(SFC) in finalising the Terms of Reference for FDRC and on other operational 
details in preparation for the operation of FDRC.





Consultation on first phase of policy proposals

• Issued in January 2012 for industry consultation, covering proposals in relation to 

- the revised definition of capital (including the constituent elements of the capital 
base and the required regulatory deductions that must be made in the calculation);

- the strengthened counterparty credit risk requirements (including the capital 
treatment of banks’ exposures to central counterparties);

- the integration of Pillar 2 requirements into the Basel III framework; and

- certain aspects of the Basel III liquidity standards (including scope of application 
and relationship with the existing liquidity ratio in the Banking Ordinance).    

• The consultation closed on 20 March.  The HKMA has recently issued its response to the 
industry’s comments.

Other tasks in the coming year

• A second round of consultation papers are expected to be issued in May.  These will 
cover the disclosure requirements relating to the capital base and further details on the 
liquidity standards (such as the criteria for determining which AIs will be subject to the 
Basel III liquidity standards, the treatment of intragroup transactions under the new 
standards, and the enhanced framework for the existing 25% minimum liquidity ratio).

• The consultation results will form the basis for amending the Banking (Capital) Rules and 
the Banking (Disclosure) Rules for the first phase of implementation of the Basel III 
capital standards in Hong Kong (i.e. those that go into effect from 1 January 2013).  The 
HKMA intends to issue the text of the draft rules for statutory consultation in Q3 prior to 
submitting the rules to LegCo in Q4.





• HKMA and SFC conducted a public consultation on the proposed 
regulatory regime for the OTC derivatives market in October 2011. 
The target is to publish the consultation conclusions in Q2 2012 to 
respond to the comments received from the consultation.

• The detailed requirements of the new regulatory regime will be set 
out in the subsidiary legislation in the form of rules. HKMA and 
SFC aim to conduct a public consultation on the draft subsidiary 
legislation in Q4 2012. 

• The local trade repository will be ready to provide the necessary 
matching service to facilitate clearing by the local central 
counterparty by end 2012 and ready to receive information from 
users upon satisfactory testing of the system in Q2 2013.



• The primary objective of the GBP is to promote the further and sustainable 
development of Hong Kong’s bond market through systematic issuance of 
government bonds.  It can also help promote financial stability by making our debt 
market an effective channel of financial intermediation, complementing the banking 
and equity markets.

• The GBP is a long-term programme comprising an Institutional Bond Issuance 
Programme and a Retail Bond Issuance Programme.

• By enlarging the investor base over time, the GBP is expected to improve liquidity 
and attract more issuers to raise funds via the bond market.  This will help increase 
the breadth and depth of our bond market, thereby consolidating our role as an 
international financial centre. 

• The objective of the Retail Programme is to enhance the interest and awareness of 
local individual investors in bond investments. The Financial Secretary announced a 
second inflation-linked bond (the “iBond”) issuance to further promote the sustainable 
development of retail bond market in his 2012-13 Budget Speech.  

• The HKMA is tasked to co-ordinate the issuance, and is working closely with the 
external service providers, such as the co-arrangers (Bank of China (Hong Kong) 
Limited and The Hongkong and Shanghai Banking Corporation Limited) to complete 
the issuance within the second quarter. Offering details will be announced in due 
course.



• With the promising growth prospects of the Asian region, there has been 
increasing interest for overseas asset managers to expand into Asia.  To 
capitalise on this trend and attract more asset managers into Hong Kong, the 
HKMA is working in conjunction with other Government agencies and market 
players to promote Hong Kong’s asset management business, thereby 
reinforcing Hong Kong’s role as a premier international financial centre.  

• To this end, the HKMA is taking part in a joint Government campaign, along 
with the Financial Services and the Treasury Bureau and the Securities and 
Futures Commission, in holding a series of promotional roadshows in leading 
global financial centres.  Since November 2010, the campaign has visited 
London, New York, Switzerland and Luxembourg, during which the HKMA also 
took the opportunities to meet with key asset managers based in their financial 
centres to promote the financial platform in Hong Kong and listen to their 
business plans in Asia and their views on potential hurdles for their operations 
in Hong Kong. 





Operation of financial infrastructure

• The HKD, USD, EUR and RMB Real Time Gross Settlement (RTGS) systems and 
the Central Moneymarkets Unit (CMU) have been operating smoothly. 

Financial infrastructure to support RMB business

• To better serve financial institutions in different regions for offshore RMB business 
through the Hong Kong infrastructure and enhance the competitiveness of the RMB 
clearing platform in Hong Kong, the daily operating hours of the RMB RTGS 
system will be extended from the current 10 hours to 15 hours starting from 25 
June 2012.  The project has been progressing on schedule.  Upon launch, the 
extended operating window will be able to cover both the Asian and European 
business hours and early US business hours. 

• The cross-border joint direct debit transfers service is modelled on the existing 
service between Hong Kong and Shenzhen through the use of HKD and RMB 
China UnionPay (CUP) debit cards issued in Hong Kong and directly debiting RMB 
accounts in Hong Kong.  This service, scheduled for launch on 3 July 2012, will 
provide Hong Kong residents with a more convenient payment channel for making 
regular and recurring cross-border small-value payments to merchants in 
Guangdong Province, such as payments of property management fee and utilities 
bills. 

Trade Repository

• The system development work for the trade repository has been progressing as 
scheduled.  The system will be launched shortly before the relevant legislation 
takes effect.





• Hong Kong’s offshore RMB business continued to grow steadily in 

the first quarter of 2012. 

• In Q1 2012, Mainland’s RMB trade settlement amounted to RMB 

580.4 billion yuan.  During the same period, RMB trade settlement 

handled by banks in Hong Kong amounted to RMB 571.2 billion 

yuan.  In addition, there were two-way flows of RMB trade settlement 

activities. The ratio of payments from Hong Kong to the Mainland vs 

those from the Mainland to Hong Kong was 1:1.2 in Q1 2012.



• Banks have been increasingly issuing certificates of deposit (CDs) as a 

means to tap RMB liquidity.  The decrease in RMB customer deposits of 

RMB 34.2 billion yuan in Q1 2012 was more than offset by the RMB 45.1 

billion yuan increase in the outstanding amount of CDs issued by banks.  

At end-March, the outstanding amount of RMB customer deposits and 

CDs issued amounted to RMB 554.3 billion yuan and RMB 118.1 billion 

yuan respectively, totalling RMB 672.4 billion yuan at end-March, up from 

RMB 661.6 billion yuan at end-2011.

• RMB financing activities in Hong Kong continued to be vibrant.  In the first 

four months of 2012, RMB bond issuance in Hong Kong amounted to 

some RMB 37 billion yuan, almost doubling the issuance size in the same 

period last year.  Meanwhile, the range of issuers continued to diversify.  In 

particular, there was the first RMB bond by an issuer from the Middle East 

in March 2012. 

• RMB lending business by banks in Hong Kong continued to grow, with the 

outstanding amount of RMB loans increasing to RMB 42 billion yuan at 

end-March 2012, from some RMB 30 billion yuan at end-2011.



• In order to better serve financial institutions and corporates from 

different parts of the world, the operating hours of the RMB Real Time 

Gross Settlement system in Hong Kong will be extended to 11:30 pm 

by the end of June.  This will give financial institutions in London and 

other financial centres in the European time zone an extended window 

to settle offshore RMB payments through Hong Kong.



• On 3 May, the ASEAN+3 Finance Ministers and Central Bank Governors 
agreed to strengthen the crisis resolution mechanism and introduce a crisis 
prevention function for CMIM.  Specifically, the total size of CMIM will be 
increased from US$120 billion to US$240 billion along with a number of 
operational enhancements. Amidst the current immense uncertainties in 
the global financial system, the relevant enhancements of the CMIM 
arrangement are timely and necessary.  

• It is crucial that Hong Kong, as a leading International Financial Centre, is 
part of this process, thereby contributing to and benefiting from the 
enhanced CMIM, in promoting financial stability in Asia.



• The HKMA attended the G20 Finance Ministers and Central Bank 
Governors’ Meeting as part of the China delegation on 19-20 April in 
Washington D.C.  Key issues discussed include: (i) the global economy; (ii) 
augmentation of IMF resources; and (iii) financial regulation.  To increase 
the resources available for crisis prevention and resolution, the IMF is able 
to secure over US$430 bn new resources from a number of members.  
This is in addition to the quota increase under the 2010 IMF Governance 
and Quota Reform.

• The HKMA continued to participate actively in FSB meetings and activities.  
At the Plenary conference call in March, members reviewed the progress 
of financial regulatory reforms.  Key areas of work include extending the 
SIFI framework to domestic systemically important banks, implementing 
OTC derivatives market reforms and strengthening of regulation and 
oversight of the shadow banking system. The HKMA has been 
participating actively in relevant international discussions to ensure that our 
views are heard.  Tasked by G20, the FSB is considering options to 
strengthen its organisation structure and capacity to meet its expanded
mandate.  The next FSB Plenary meeting will be held in Hong Kong on 29-
30 May 2012.




























