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The global financial crises exposed weaknesses in the financial system, where failure of systemically 
important financial institutions could have a serious impact on the stability of the worldwide economy.  
To avoid similar scenarios in the future, the G20 countries tasked the Financial Stability Board (“FSB”) 
with establishing guidelines on recovery and resolution planning to allow authorities and financial 
institutions to effectively respond to any challenges.  In line with the FSB Key Attributes, the Hong Kong 
Monetary Authority (“HKMA”) in 2014 published its national implementation of the rules (Supervisory 
Policy Manual RE-1 “SPM RE-1”) and provided guidance for Authorised Institutions (“AIs”) in Hong Kong 
on how to develop their recovery plans. Refer to our publication "Recovery planning - how ready are you?" 
for further information1. The adoption of these rules has been carried out in phases based on the AIs’ size 
and materiality, and two “waves” of institutions have already developed their plans.

On July 6, 2017, the HKMA issued further guidance on the implementation of SPM RE-1 which will cover 
overseas-incorporated AIs with branch operations in Hong Kong and smaller, less complex locally 
incorporated AIs ( “Wave 3 Institutions”). Wave 3 Institutions will be individually notified of the timeline 
for submitting their recovery plans. 

Depending on the nature and size of the operations of a particular entity in Hong Kong, the HKMA will 
require different levels of information and details to be included in the recovery plan. 

Background

Recovery planning Wave 3

HKMA’s expectation on recovery plan

Types of AIs Recovery plan requirement highlights

Significant operations or critical 
functions2 in HK

• A tailored local recovery plan alongside a group plan

Limited operations in HK • Heavy reliance on group plan but should address for the 
recovery from HK specific stress events and HK 
management involvement

Foreign banking group with both 
a subsidiary and a branch 
operation in HK

• One single plan considering the potential financial, 
operational and managerial interaction between the 
subsidiary and the branch

1  Recovery planning - how ready are you? http://www.pwchk.com/en/industries/financial-services/banking-and-capital-
markets/recovery-planning-how-ready-are-you.html 

 2  Critical function are defined within 1.1.5 of the SPM RE-1 as functions that are if they seize to be performed will have an 
adverse effect on the efficient functioning of the real economy
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The table below summarises the further guidance issued to support the development of recovery plans for Wave 3 Institutions.  
It should be noted that the summary of further guidance below should be viewed as supplementary to the requirements in 
RE-1, which contains additional sections and focus areas (e.g. credibility of the recovery options, eligibility for central bank 
facilities, etc.).

Key Wave-3 Recovery Plan Elements

To know more about PwC's viewpoint on resolution planning, please refer to our publication 
http://www.pwchk.com/en/services/consulting/publications/resolution-planning-banking-FIRO.html

Key elements of recovery planning and regulatory expectation

Menu of recovery options

• AIs are expected to consider complete disposal or full 
sale as options. 

• Whilst most of the AIs may rely on the group’s recovery 
options, the HKMA expects branches to perform their 
own self-assessment of the recovery effectiveness to 
the branch operations and encourages branches with 
significant operations to develop their independent 
local recovery options.

• Assess alternative group recovery options and 
determine if an independent plan is more relevant.

Recovery triggers

• There is an explicit requirement to notify the HKMA of 
an occurrence (or expected occurrence) of a  
trigger event. 

• Triggers can be based on existing internal early 
 warning indicators.

• In comparison to RE-1 where both capital and 
liquidity triggers were required, for branches, 
quantitative liquidity triggers would suffice.

• Evaluate local liquidity profile and assess adequacy 
of liquidity under normal and stress environments and 
develop corresponding  liquidity triggers.

Governance, and development, review, approval and 

ongoing maintenance of recovery plan

• Regardless of the significance of HK operations there 
is an explicit requirement for local senior management 
to have a key role in the design and execution of the 
recovery plan.

• Identify local management and define roles and 
responsibilities for the design and execution of the 
recovery plan.

• AI should perform its own assessment of significance 
of HK operations and provision of critical functions to 
inform the level of information and  analysis required.  

Stress scenarios & testing

• Group framework can be leveraged and 
branches are encouraged to develop at least 
one stress scenario to test branch's stress 
response ability and mechanism.

• Smaller AI's with limited capabilities may 
consider conducting one stress test most 
reflective of risk profile and operations. 
They assessment to complement simple  
sensitivity and scenario analysis.

Monitoring process for triggering a 

recovering plan

• Existing risk management framework can 
be leveraged.

• Assess group’s monitoring and reporting 
capabilities and their adequacy for  
local requirements.  

Communications plan

• Group communication plan should be locally 
applicable and should document key local 
stakeholders involved and interactions with the group 
communication plan.

• Where the branch decides to rely on a globally 
co-ordinated communication plan, it should ensure 
that it addresses any specific aspects of the local 
market and clients. 

Activating a recovery plan

• Existing reporting and coordination 
functions to escalate trigger events can  
be leveraged.

• Assess group’s escalation framework and 
ensure the local recovery plan is fully 
embedded and forms an integral part of the 
banks overall risk management framework.  

Governance 
Structure & 
Oversight
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Our team

PwC has provided assistance to 20 out of 29 global systemically important banks (“G-SIBs”) around the world as well as various 
local AIs during the first two waves of SPM RE-1 roll-out to design, implement and/or update the banks’ recovery and resolution 
plans. Based on our global and local experience, we have developed a tailored framework specific for Wave 3 Institutions that can 
be applied to efficiently and effectively design a recovery plan that addresses the requirements of HKMA’s SPM RE-1 as well as 
the further guidance issued.  We can provide end-to-end support in the design of your recovery and resolution plan as well as 
improvements to related risk management framework. 

How PwC can help
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