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Banking sector in 2016

Hong Kong’s banking sector remains resilient

Met Interest Margin of Retail Banks

% (year-to-date annualised)

1.9

1.6

1.3

10

0.7

12/2012

180
160
140
120
100

80

60

20

1.32%

L L " |

12/2013 12/2014 12/2015 12/2016

% Quarterly Liquidity Ratio of CAT-1and CAT-2 Als
159.9%

-

53.2%

03/2015 06/2015 09/2015 12/2015 03/2016 06/2016 09/2016
dity © ge Ratio (LCR)
d & Ratio (LMR)

Statutory r
Statutory r

LCR of category 1 institutions
—a— LMR of category 2 institutions

on L

on L

20

18

16

14

12

10

8

03/2013

——Total capital ratio

100

20

80

70

60

50

40

12/2012

o Capital Adequacy Ratio of Locally Incorporated Als
r 19.6%

16.9%

16.0%

L 1 L L 1 L L 1 L L L 1 L »

09/2013 03/2014 09/2014 03/2015 09/2015 03/2016  09/2016

——Tier 1 capital ratio ——CET1 capital ratio

Loan-to-Deposit Ratio of All Als
%

68.4%

All currencies

12/2013 12/2014 12/2015 12/2016




Banking sector in 2016 (2)
Credit Growth and Asset Quality

Credit growth rate
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=== CLR of overall loans of retail banks, covering HK offices, overseas branches and major overseas subsidiaries (RHS)

= CLR of Mainland-related lending of retail banks, covering HK offices, Mainland branches and subsidiaries (RHS)



Review of supervisory work in 2016

* Prudential supervision
— Credit risk
— Liquidity risk
— Cyber security risk

e |nternational standards
— Basel Committee
— Resolution



Review of supervisory work in 2016 (2)

« Consumer protection
— Account opening and maintenance
— Banking service delivery channels
— Engagement of intermediaries by Als

e AML/CFT
— Addressing De-risking
— National Risk Assessment



Review of supervisory work in 2016 (3)

o COmp|aI ntS hand I | ng Complaints handling in 2016

— 1,745 complaints
received
(vs 1,608 in 2015)

 Enforcement
— [ Former Rels
disciplined
— 48 Compliance Advice
| etters issued




Priorities in 2017

* Prudential Supervision
— Liquidity risk
— Technology risk and Fintech
— Credit risk

* Prudential policy
— Basel Committee standards
— FIRO (rules and regulations)



Priorities in 2017 (2)

 Consumer protection
— Financial inclusion and account opening/maintenance
— Selling of investment and insurance products
— Corporate culture initiative

e AML/CFT
— Risk based approach
— FATF mutual evaluation
— Policy development

e Enforcement

— Effective processing of complaints and enforcement work
under various Ordinances
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