






• Unemployment rate has fallen significantly but the 8.7 million jobs lost during
the financial crisis have yet to be recovered (only 7.2 million jobs recovered
while the labour force participation rate fell to a 35-year low of 62.8%).

• The future path of fiscal consolidation remains uncertain.













• Many emerging markets have faced capital outflow and currency
depreciation pressures.

• The chart shows the Indian rupee having depreciated briefly by almost
20%.



• The chart shows fund outflows led to a rise in yield spreads in emerging
market sovereign bonds during the period from May 22 to September 18. In
particular, yield spreads in Turkey once surged more than 3 percentage points.









• The fourth quarter of 2012 saw fund inflows of about $100 billion into the
Monetary Base of Hong Kong. No such inflows were recorded so far this year.



• Residential property transactions fell after each round of property market 
stabilisation measures.

• Recently property market turnover has dropped significantly to an average of 
about 3,800 cases each month.



• However the residential property price trend remains uncertain.

• Prices for large apartments fell by 2.2% during February to September 2013,
while those for small- and medium-sized ones still rose by 2.4% from the level
in February.

• Given the uncertainty about the price trends, one cannot conclude that a down
cycle is already formed in the property market.



• Following six rounds of prudential supervisory measures, property transactions
dropped and mortgage lending growth slowed.

• Growth in total loans accelerated markedly since the beginning of 2013,
reaching a year-on-year rate of 18% in September.



• The Hong Kong dollar loan-to-deposit ratio remained stable at around 82% in
recent years, while that for the US dollar increased significantly, shooting from
a low of 30% at the end of 2009 to 86% recently.

• In view of an overly quick growth in some loans for use in Hong Kong, local
branches of foreign banks have introduced tenor matching since the second
half of 2011.













Capital standards

• 1st phase implementation:

− Further to the Basel III minimum capital requirements taking effect on 1 January, Banking
(Disclosure) Rules to implement the associated disclosure standards took effect from 30 June.
All 1st phase standards have therefore been successfully implemented in Hong Kong.

− Supplementary guidance has been issued to facilitate implementation. This includes common
disclosure templates to ensure consistent disclosures and interpretative guidance in the form of
FAQs on certain technical areas relating to the calculation of the minimum ratios.

− Capital position of local AIs remains relatively strong under Basel III, their Common Equity Tier 1
ratios averaging above 13% and total CAR around 16% as of end-June.

• 2nd phase implementation:

• Consultative proposals are being developed for industry consultation within Q4. These will cover
(i) the mechanism to operation alise the two Basel III capital buffer requirements and (ii) the
framework for the identification of and application of the “higher loss absorbency requirements” to
systemically important banks. HK is not the home regulator of any of the global systemically
important banks (GSIBs) but we do have DSIBs (domestic systemically important banks).

• The 2nd phase Basel III standards are scheduled to take effect from Jan 2016 but legal
framework is required to be in place one year before (i.e. from Jan 2015). We will soon be
preparing draft rules next year and will brief members on our proposals in this regard in due
course.

Liquidity standards

• HKMA launched a third round of consultation in July on proposals to implement the Basel III Liquidity
Coverage Ratio (LCR) in Hong Kong, taking into account industry comments received in the first two
rounds of consultation.

• The consultation results will be incorporated into the rule-making process in 2014 to ensure timely
implementation of the LCR standard in 2015. We will brief members on the contents of the draft rules
next year.











� In the first nine months of 2013, RMB trade settlement handled by banks in 
Hong Kong amounted to RMB2,616.6 billion, a 36% growth compared with 
the same period of last year.  



• At end September 2013, RMB customer deposits and outstanding RMB
certificates of deposits amounted to RMB730.0 billion and RMB177.6 billion
respectively, totaling RMB907.6 billion, a 26% growth from RMB720.2 billion
at the end of 2012.

• The RMB dim sum bond market continued to develop. Notwithstanding a
slowdown in July and August due to global market adjustments, dim sum
bond issuance started to regain momentum in mid-September. In the first
nine months of 2013, dim sum bond issuance amounted to RMB75.4 billion.
Outstanding dim sum bonds at end September amounted to RMB293 billion.
RMB lending grew further, with outstanding amount of RMB loans increasing
to RMB107.1 billion at end September 2013, a 36% growth from the end of
last year.



• The HKMA and UK Treasury jointly facilitated the third meeting of the Hong
Kong – London RMB Forum in Hong Kong on 26 September. Representatives
of banks participating in the Forum agreed to further enhance the breadth and
depth of the offshore RMB market while actively seeking to provide services in
response to the opening of more channels for cross-border flows with
Mainland China. They also engaged in detailed discussions on future work to
enhance RMB trade settlement and banking services, financing and
investment, and interbank activities.












