






• The Fed announced in December last year that it will scale back its monthly bond
purchases by US$10 billion starting January this year.

• Signs of US growth momentum.

� Unemployment rate continued to fall, reaching 6.7% in December 2013, down
1.2 percentage points from that of last year.

� Housing prices continued to post year-on-year increases.

� Consumer spending increased by 3.3% in the fourth quarter.

� The Fed forecasts economic growth to pick up and unemployment rate to fall
steadily. (2014 projections: growth 3%, unemployment rate to reduce to 6.5%
at the end of the year)

• Fiscal deal struck between Republicans and Democrats in December, resulting in
a slight public spending cut for the next two years.



• The labour market appeared to have improved significantly with unemployment 

rate falling to 6.7% in December last year.  However, the fall in unemployment rate 

was mainly driven by falling labour force participation rate to a 35-year low of 

62.8%.













• While the growth of residential mortgages has moderated to 3.9% in 2013,
total loans still recorded a 16% growth, indicating rapid growth in other types of
loans (18.4%).

• In light of this, the HKMA introduced the Stable Funding Requirement in
October 2013 to strengthen banks’ liquidity risk management.



• The HKMA noticed the intensified competition in personal lending business. In

view of this, the HKMA has issued a circular to banks on 14 January 2014,

requiring them to review their existing policies in order to strengthen risk

management in the following areas:

� Debt servicing ratio

� Loan tenor

� Internal portfolio limit for personal loans

� Internal stress tests on personal loans portfolios for interest rate hikes







• The yellowish fluorescent barcode on the genuine note is bright and clear when 

viewed under ultraviolet light, whereas that of the counterfeit note looks dull and 

unclear.



• Some uneven paper fibres can be seen at the edges of the holographic windowed 

metallic thread on the genuine note.  In contrast, the edges of the metallic thread 

on the counterfeit note look much more even.













Capital standards

• 2nd phase implementation:

• Capital buffers: The second phase of implementation of the Basel III capital standards covers 3 complementary
types of capital buffer. Whilst banks are in the “buffer zone” they are subject to restrictions on the distributions
they can make, in order to rebuild capital. There is a capital conservation buffer which will be phased in to reach
a level of common equity tier 1 capital equal to 2.5% of a bank’s risk weighted assets. There is a countercyclical
capital buffer designed to be switched on when there is excessive credit growth with systemic implications and
switched off when the credit cycle turns down (to facilitate continued lending into the downturn). The HKMA is
currently consulting the banking industry on the operation of the countercyclical buffer in Hong Kong. Finally,
banks that are designated as systemically important will need to hold a further buffer of common equity (a higher
loss absorbency requirement) to enhance their resilience in view of the systemic risk they pose. The HKMA is
shortly going to consult the industry on a framework for the identification of DSIBs in Hong Kong. The Basel
Committee has produced an assessment methodology for GSIBs.

Liquidity standards

• The HKMA has since 2012 undertaken a series of industry consultations on the implementation of the Basel III liquidity 
standards (viz. the Liquidity Coverage Ratio (LCR) and the Net Stable Funding Ratio) in Hong Kong.  The last 
consultation in July of 2013, which reflected revisions to the LCR made by the Basel Committee in early 2013 and the 
industry comments from the previous consultations, closed in September 2013. Having considered the comments 
received, the HKMA refined and communicated its policy proposals to the industry in December 2013.

Legislative changes (in 2014) to:

• Banking (Capital) Rules:

The 2nd phase Basel III standards are scheduled to take effect from Jan 2016 but the legal framework is required to be
in place one year before (i.e. from Jan 2015). Preparation for amending the Banking (Capital) Rules is therefore
underway.

• Banking (Disclosure) Rules:

Under the Basel Committee’s transition timetable, banks are required to make disclosures in relation to the Basel III
leverage ratio from 1 January 2015 (although the ratio is not scheduled to become a binding standard until 2018). The



HKMA is undertaking preparatory work for the purpose of amending the Banking (Disclosure) Rules
during 2014 to incorporate the relevant leverage ratio disclosure requirements as well as the required
disclosures associated with the capital buffers and the liquidity standards.

• Banking (Liquidity) Rules:

The HKMA will develop a set of Banking (Liquidity) Rules in 2014 to introduce the LCR and a modified
version of the existing Liquidity Ratio (MLR). The Rules are expected to be submitted to LegCo in the fall
of this year to ensure timely implementation of the LCR and the MLR from 1 January 2015.
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• In 2013, RMB trade settlement handled by banks in Hong Kong amounted to 
RMB3,841.0 billion, a 46% growth compared with 2012.  



• At the end of 2013, RMB customer deposits and outstanding RMB certificates
of deposits together amounted to RMB1,053.0 billion, a 46% growth from
RMB720.2 billion at the end of 2012.

• RMB dim sum bond issuance totalled RMB116.6 billion in 2013, similar to
RMB112.2 billion in 2012. Outstanding dim sum bonds amounted to some
RMB310 billion at the end of 2013, a growth of 30% from the end of 2012.

• RMB bank lending continued to grow, with outstanding amount of RMB loans
increasing to RMB115.6 billion at the end of 2013.



• In 2013, the HKMA made continued efforts to promote the use of the RMB

business platform in Hong Kong, including organising and participating in

events in Hong Kong and overseas, and facilitating private sector-led

collaborative initiatives with other markets (eg. London, Australia etc). These

have helped to strengthen Hong Kong’s RMB business links with other parts of

the world and enhance Hong Kong’s role as the premier offshore RMB

business centre.

• The HKMA and Bank Negara Malaysia agreed to initiate the Hong Kong –

Malaysia Private Sector Dialogue on Offshore Renminbi Business in August

2013. The Dialogue convened its first meeting in December last year, which

was attended by senior representatives from 10 Hong Kong and Malaysian

banks. The Dialogue participants agreed to enhance collaboration to

strengthen efforts in raising awareness among corporates about the use of

RMB in trade and investments, expand business relationships between banks

in Hong Kong and Malaysia, and develop offshore RMB products and services

and offshore RMB sukuk market.












