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Conduct has been a key focus area for financial services regulators all 
over the world. In line with the actions taken by the HKMA and the SFC, 
the Insurance Authority (IA) has drawn its attention to the topic by 
issuing a periodical newsletter, “Conduct In Focus”. In the latest issue, 
released on 17 May, the IA features the recent trend of insurance 
agents promoting insurance products in public places such as 
temporary booths and vacant retail outlets and related possible conduct 
issues. You can read this IA newsletter here.

In addition, the regulators are taking encouraging steps in enhancing 
the green finance initiatives for the financial services sector. On 4 May, 
the Hong Kong Monetary Authority (HKMA) released a guideline on the 
Green and Sustainable Finance Grant Scheme (GSF Grant Scheme) as 
announced in the 2021-22 Budget. The GSF Grant Scheme will provide 
subsidy for eligible bond issuers and loan borrowers to cover their 
expenses on bond issuance and external review services. It became 
effective on 10 May 2021 and will last for three years.

Hong Kong witnessed several regulatory developments in the last 
month. The regulatory developments discussed in this edition of our 
regulatory newsletter are: 

• On 26 April, the HKMA issued a circular to share key observations 
and good practices from a thematic review of how AIs integrate 
various external source information and data into their AML/CFT 
control systems to enhance effectiveness.

• On 18 May, the HKMA issued a circular to request all AIs to critically 
assess the need for setting up a secured tertiary data backup 
(STDB) to counter the risk of destructive cyber attacks. 

• On 10 May, the Securities and Futures Commission (SFC) 
announced the implementation of the Government’s grant scheme to 
subsidise the setting up of open-ended fund companies (OFCs) and 
real estate investment trusts (REITs) in Hong Kong.

• On 14 May, the IA issued the GL32: Guideline on Group Supervision 
to Designated Insurance Holding Companies (DIHC), pursuant to 
section 133 of the Insurance Ordinance (Cap.41) and the IA’s 
principal function as group supervisor to provide group supervision 
and regulation in relation to insurance groups.  

• LIBOR updates: Working Group on Euro RFR recommendations on 
fallbacks for EURIBOR; Safe harbor for use of synthetic LIBOR; and 
The Chicago Mercantile Exchange (CME) announced the launch of 
forward-looking term rates of SOFR.

• Other regulatory updates: HKMA circular on revised banking returns 
and disclosure templates/tables for implementation of revised 
counterparty credit risk framework; HKMA circular keeping the 
applicable jurisdictional Countercyclical Capital Buffer (CCyB) Ratio 
for Hong Kong unchanged; SFC circular to licensed corporations: 
Reminder of Data Standards for Order Life Cycles; SFC circular to 
licensed corporations on the arrangements of the license holders 
insurance scheme; and SFC steps up efforts to combat IPO-related 
misconduct.

We hope you find our summary of these regulatory updates useful. We 
look forward to your feedback.  

Adams Chan
FS Risk and Regulation Leader
+852 2289 2784
adams.wf.chan@hk.pwc.com
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HKMA Circular on Feedback from Thematic Review of the Use of External Information and 
Data in AML/CFT Systems

On 26 April 2021, the HKMA issued a circular on to 
share key observations and good practices from a 
thematic review of how AIs integrate various 
external source information and data into their 
AML/CFT control systems to enhance effectiveness. 
It also includes good practices observed in some 
AIs’ adoption of regulatory technology (Regtech) in 
AML/CFT, such as network analytics.

The HKMA also issued a circular to the SVF 
Licensees asking them to make use of information 
and data from various sources including typologies 
from FMLIT, the key observations and good 
practices from the thematic review that are also 
relevant to the sector. SVF licensees are also 
expected to adopt the most appropriate 
arrangements, commensurate with the size.

Highlights of key observations and good practices in 
the use of external information and data AML/CFT 
systems include: 

• Key Observation – AIs’ AML/CFT systems 
should support integration of information and 
data from external sources as a means to 
enhance the targeting and mitigation of specific 
ML/TF risks.

• Good Practice – Proactive Use of External 
Information to Enhance Targeting and Mitigation 
of COVID-19 Related Risks: Responding to an 
increasing trend of online fraud during COVID-
19, and based on a review using external 
information from Fraud and Money Laundering 
Intelligence Taskforce (FMLIT) and 

supplementing this with analysis of confirmed 
mask scam related bank accounts identified 
amongst its customer base, an AI proactively 
developed a list of common risk indicators by 
analysing customer profiles and transaction 
patterns.  

• Good Practice – Use of External Information and 
Data in AML/CFT Systems Using Less Advanced 
Tools: An AI worked with less advanced tools 
(i.e. spreadsheets) to conduct analysis using 
typological information from FMLIT Alerts and 
other external sources to help identify customers 
with attributes similar to the risk indicators as 
shared for further review, resulting in the 
identification of previously unknown suspicious 
transactions. 

• Key Observation – Success factors for 
integrating external information and data to 
enhance effectiveness of AIs’ AML/CFT system 
include group/senior management support, 
adoption of appropriate technology tools, and 
internal collaboration and awareness.

• Key Observation – AIs should further collaborate 
and contribute case-specific and typological 
information into the AML/CFT ecosystem.

• Good Practice – Proactive Sharing of Typological 
Information into the AML/CFT Ecosystem: Some 
AIs proactively shared their observations and 
analysis with other AIs and Stored Value Facility 
(SVF) licensees through FMLIT Alerts, which 
brought positive impact on other AIs.

• Key Observation – AIs should develop 
performance measurements to analyse the 
efficiency and effectiveness of integration of 
external information and data into AML/CFT 
systems.

Key Takeaways
AIs are expected to adopt the most appropriate 
arrangements, commensurate with the size, 
business scope and risks of individual AIs, to 
optimise the performance of their AML/CFT systems 
by making reference to the key observations and 
good practices shared from the thematic review. 
AIs must assign their AML officers to analyse this 
circular in-depth and critically take into account its 
current resources and skills, with a view to adopting 
the good practices as far as practicable.
Additional Reading
HKMA Circular to AIs: Feedback from Thematic 
Review of the Use of External Information and Data 
in Anti-Money Laundering and Counter-Financing of 
Terrorism (AML/CFT) Systems
HKMA Circular to SVF Licensees: Use of External 
Information and Data in Anti-Money Laundering and 
Counter-Financing of Terrorism (AML/CFT) 
Systems
Key observations and good practices in the use of 
external information and data in Anti-Money 
Laundering and Counter-Financing of Terrorism 
(AML/CFT) systems
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Consultation Conclusion on Legislative Proposals to Enhance Anti-Money Laundering and 
Counter-Terrorist Financing Regulation in Hong Kong

On 21 May 2021, the Hong Kong Government issued 
the consultation conclusion on the proposals to amend 
the Anti-Money Laundering and Counter-Terrorist 
Financing Ordinance (AMLO) (Cap. 615).
The Financial Services and the Treasury Bureau 
(FSTB) conducted a public consultation from 3 
November 2020 to 31 January 2021 on legislative 
proposals to enhance anti-money laundering and 
counter-terrorist financing (“AML/CTF”) regulation in 
Hong Kong through the introduction of:
(a) A licensing regime for virtual asset services 

providers (“VASPs”); 
(b) a two-tier registration regime for dealers in 

precious metals and stones (“DPMS”); and 
(c) miscellaneous technical amendments under the 

AMLO.
In this update, we focus on the proposals to introduce 
a licensing regime for VASPs. The key highlights of the 
proposals to introduce a licensing regime for VASPs 
are:
Licensing Requirements
Eligibility: Locally incorporated companies with a 
permanent place of business in Hong Kong along with 
companies incorporated elsewhere but registered in 
Hong Kong under the Companies Ordinance (Cap. 
622) will be considered for the granting of a VASP 
licence.

Fit-and-Proper Test: In considering whether an 
applicant is a fit and proper person, the SFC will take 
into account, among other relevant considerations, 
whether the person has been convicted anywhere of 

an ML/TF offence or other offence in which the person 
is found to have acted fraudulently, corruptly or 
dishonestly; whether the person has failed or may fail 
to observe the AML/CTF or other regulatory 
requirements applicable to licensed VASPs; the 
experience and relevant qualifications of the person; 
and whether the person is of a good standing and 
financial integrity. In addition, it is also proposes that 
an applicant will have to appoint at least two 
responsible officers to assume the general 
responsibility of ensuring compliance with AML/CTF 
requirements and other regulatory requirements.

Regulatory Requirements
• Licensed VASPs will be subject to the AML/CTF 

requirements (notably customer due diligence 
(“CDD”) and record-keeping requirements) 
stipulated in Schedule 2 to the AMLO, as well as 
other regulatory requirements for investor 
protection purposes. 

• A licensed VASP can only offer services to 
professional investors and must impose rigorous 
criteria for the inclusion of virtual assets to be 
traded on its platform. 

• A licensed VASP should also meet the prescribed 
regulatory requirements concerning financial 
resources, knowledge and experience, soundness 
of the business, risk management, segregation and 
management of client assets, financial reporting 
and disclosure, prevention of market manipulative 
and abusive activities, and prevention of conflicts of 
interest.

• A licensed VASP will be granted an open-ended 
licence, i.e., it will remain valid until the licensed 
VASP is revoked by the SFC, for example, due to 
misconduct or cessation of operation.

Key Takeaways
The Government will proceed to prepare the AMLO 
amendment bill based on the consultation conclusions. 
The aim is to introduce the amendment bill into the 
Legislative Council in the 2021-22 legislative session.
In this connection, the SFC will prepare and publish for 
consultation the detailed regulatory requirements 
before commencement of the licensing regime, with a 
view to providing more guidance for the industry on the 
regulatory expectations.
Current public concerns around the AML risks of 
VASPs may be lessened by the transparent 
supervision of the SFC. Combined with new VASP-
specific due diligence processes, there may be 
opportunities for a wider range of banks to take on 
VASPs as clients for core banking products such as 
transaction banking, lending, etc. 
Also, under the new regulatory framework, there will 
be more opportunities for private banks and asset 
managers to establish business relationships with 
newly regulated VASP counterparties and provide 
High Net Worth clients exposure to the crypto asset 
class.
Additional Reading
Consultation Conclusions: Public Consultation on 
Legislative Proposals to Enhance Anti-Money 
Laundering and Counter-Terrorist Financing 
Regulation in Hong Kong 
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HKMA Circulars and Announcements on Secure Tertiary Data Backup, Phases III and IV Open 
Application Programming Interface and Remote On-boarding using iAM Smart

Secure Tertiary Data Backup 
On 18 May 2021, the HKMA issued a circular to 
request all AIs to critically assess the need for setting 
up a Secure Tertiary Data Backup (STDB) to counter 
the risk of destructive cyber attacks.
Owing to the rise of destructive malware, including 
ransomware, and recent international developments 
such as the US Sheltered Harbor initiative, the HKMA 
invited the Hong Kong Association of Banks (HKAB) to 
develop guidelines on STDB that are appropriate for 
the banking industry in Hong Kong.
HKAB formed a STDB Taskforce to oversee the 
development of the guidelines and after extensive 
consultation with member institutions, it issued the 
“Secure Tertiary Data Backup Guideline” on 30 April 
2021. The STDB Guideline provides guidance to banks 
on the factors they need to take into account in 
deciding whether to set up a STDB and what 
implementation issues they need to overcome in 
ensuring the effectiveness of the STDB. The Guideline 
covers 8 high-level principles grouped under the 
headings of Governance, Design and Data Restoration. 
The HKMA considers STDB an effective measure to 
enhance cyber resilience and data security of AIs in 
Hong Kong. It expects all AIs to critically assess the 
need for implementing a STDB, having regard to their 
risk exposure and taking into account the principles 
stipulated in the HKAB’s STDB Guideline.
Phases III and IV Open Application Programming 
Interface
On 13 May 2021, the HKMA announced the 
implementation plan for Phases III (Account 
information) and Phase IV (Transactions) of the Open 
Application Programming Interface (Open API) 

Framework. The initial batch of API functions, covering 
deposit account information and online merchant 
payments, are expected to be implemented 
progressively by the 28 participating banks starting 
from December 2021. 
Remote on-boarding using iAM Smart
The HKMA issued a circular on 24 May 2021 to all AIs 
to provide further elaboration to encourage a wider 
adoption of iAM Smart in remote onboarding 
arrangements to enhance effectiveness. As clarified in 
the HKMA’s letter, iAM Smart is an acceptable 
technology solution to meet the requirements and 
some AIs have already started testing remote on-
boarding initiatives using iAM Smart, and others are 
considering similar initiatives.
In light of these developments and based on feedback 
received in the HKMA Fintech Supervisory Sandbox 
(FSS) and Chatroom, the HKAB, with input from the 
HKMA, has updated the Frequently Asked Questions 
(FAQs) in relation to AML/CFT to help AIs understand 
how iAM Smart can be used in complying with the 
relevant AML/CFT requirements.
Key Takeaways
For STDB, all retail banks and foreign bank branches 
with significant operations in Hong Kong are expected 
to submit a report containing the result of their 
assessment to the HKMA by 30 November 2021. The 
HKMA will inform AIs individually if they are required to 
submit the report and will provide them with details of 
what information needs to be covered by the report. 
For locally-incorporated AIs, the assessment report 
should be endorsed by the board of directors. For 
foreign bank branches, the assessment should be 
conducted under the scrutiny of their head office or 

regional headquarters.
To promote secure and efficient implementation of 
Open API, the HKMA will facilitate the HKAB to 
develop a set of standards covering key areas of 
customer experience and authentication, technical and 
data standards, information security, and operation 
standards. The HKAB will also refine the current 
Common Baseline document to include the scope of 
Open API Phases III and IV implementation. Both the 
standards set and the refined Common Baseline 
document are expected to be published by the end of 
2021. 
AIs considering using iAM Smart to facilitate remote 
customer on-boarding or support ongoing due diligence 
may make reference to the aforementioned FAQs, 
together with all relevant guidance including the 
AML/CFT Guideline. AIs are also reminded to apply a 
risk-based approach when conducting customer due 
diligence (CDD) and that the extent of CDD measures 
should be commensurate with the money laundering 
and terrorist financing risks associated with a business 
relationship.
Additional Reading
HKMA Circular on Secure Tertiary Data Backup
HKMA Press Release on the implementation plan for 
Phase III and IV Open Application Programming 
Interface (Open API)
Timetable: Implementation of Open API Phase III and 
IV API functions by banks
HKMA Circular on Remote on-boarding and iAM Smart
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SFC announces the launch of grant scheme for open-ended fund companies and real estate 
investment trusts

On 10 May, the SFC announced the implementation of 
the Government’s grant scheme to subsidise the setting 
up of open-ended fund companies (OFCs) and real 
estate investment trusts (REITs) in Hong Kong. The 
Financial Secretary announced the scheme in the 2021-
22 Budget Speech on 24 February 2021 and the 
Government has allocated funding of $270 million to the 
scheme.

For OFCs successfully incorporated in or re-domiciled 
to Hong Kong and SFC-authorised REITs successfully 
listed on the Stock Exchange of Hong Kong Limited, the 
scheme covers 70% of eligible expenses paid to Hong 
Kong-based service providers, subject to a cap of $1 
million per OFC and $8 million per REIT.

The scheme will operate for three years and is open for 
applications starting today on a first-come-first-served 
basis.

The SFC has provided the following details, including 
the eligibility criteria and application process:

OFC

• Application period: 10 May 2021 – 9 May 2024

• Eligible applicants: Investment managers who have 
successfully incorporated an OFC or re-domiciled a 
non-Hong Kong fund corporation in Hong Kong as 
an OFC on or after 10 May 2021.

• Grant amount: Equivalent to 70% of the eligible 
expenses for each application, subject to a cap of $1 
million per OFC and a maximum of three OFCs per 
investment manager.

• Eligible expenses: Must be expenses paid to Hong 
Kong-based service providers in relation to the 

incorporation of the OFC or the re-domiciliation of 
the non-Hong Kong fund corporation in Hong Kong 
as an OFC.

• Minimum operation condition: The Government 
reserves the right to claw back the grant if the OFC 
commences winding-up or applies for termination of 
registration within two years from the date of its 
incorporation or re-domiciliation.

• Application process: Submit an application form 
together with the required supporting documents to 
the SFC within three months from:

o the date of the certificate of incorporation or 
redomiciliation issued by the Companies 
Registry for private OFCs; or 

o the authorisation date for public OFCs.

Applications will be processed on a first-come-first-
served basis.

REIT
• Application period: 10 May 2021 – 9 May 2024

• Eligible applicants: SFC-authorised REITs listed on 
the Stock Exchange of Hong Kong Limited (SEHK) 
on or after 10 May 2021 with a minimum market 
capitalisation of $1.5 billion (or equivalent) at the 
time of listing.

• Grant amount: Equivalent to 70% of the eligible 
expenses for each application, subject to a cap of $8 
million per REIT.

• Eligible expenses: Must be expenses paid to Hong 
Kong-based service providers in relation to the listing 
of the REIT.

• Minimum operation condition: The Government 
reserves the right to claw back the grant if the REIT 
is delisted or suspended from trading within two 
years of its listing date.

• Application process: Submit an application form 
together with the required supporting documents to 
the SFC within three months from the listing date of 
the REIT. Applications will be processed on a first-
come-first-served basis.

Key Takeaways
“By encouraging a broader range of investment vehicles, 
the grant scheme will reinforce Hong Kong’s role as a 
leading capital raising venue and its status as an 
international asset and wealth management centre,” 
said Mr Ashley Alder, the SFC’s Chief Executive Officer.

The SFC has also published frequently asked questions 
to provide guidance to the industry together with the 
grant application forms. 

Investment managers are welcome to consult the SFC 
about the scheme before making an application by 
emailing to grantscheme@sfc.hk or contact the relevant 
case officers in charge.

Additional Reading
SFC Press Release: Launch of grant scheme for open-
ended fund companies and real estate investment trusts

Details of the grant scheme for OFCs and REITs

Frequently Asked Questions on the Grant Scheme for 
Open-ended Fund Companies and Real Estate 
Investment Trusts
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On 14 May, the IA issued the GL32: Guideline on Group Supervision to 
Designated Insurance Holding Companies (DIHC), pursuant to section 133 of 
the Insurance Ordinance (Cap.41) (“Ordinance”) and the IA’s principal 
function as group supervisor to provide group supervision and regulation in 
relation to insurance groups.   

This Guideline also takes into account: 

a) the relevant Insurance Core Principles, Standards, Guidance and 
Assessment Methodology (“ICPs”) promulgated by the International 
Association of Insurance Supervisors (“IAIS”); 

b) the Common Framework for the Supervision of Internationally Active 
Insurance Groups (“ComFrame”) promulgated by the IAIS; and 

c) the Insurance Capital Standard (“ICS”) being developed as part of 
ComFrame. 

The main objective of this Guideline is to set out principles and standards for 
designated insurance holding companies in respect of their supervised groups 
on the following matters:

(a) Designation (b) “Fit & Proper” Criteria (c) Group Capital Adequacy (d) 
Disclosure (e) Major Acquisitions (f) Pecuniary Penalty (g) Corporate 
Governance (h) Risk Management and Internal Controls (i) Outsourcing (j) 
Investment Management (k) Enterprise Risk Management(“ERM”) (l) Group 
Internal Economic Capital Assessment (“GIECA”).

This Guideline applies to an insurance holding company that is subject to the 
IA’s group supervision (i.e. a designated insurance holding company). A DIHC 
is required under certain provisions of the Ordinance and under the Insurance 
(Group Capital) Rules) (Cap. 41O) (the “Group Capital Rules”) to submit 
certain reports and information to the IA. 

A DIHC is also required, by particular Standards set out in the Modules in this 
Guideline, to submit certain reports and information in relation to its 
supervised group to the IA, to ensure effective regulatory supervision of its 

compliance with the requirements in the Ordinance, the Group Capital Rules 
and the Principles and Standards in the Modules of this Guideline.

This Guideline shall take effect on 14 May 2021. 

The IA, by notice published in the Gazette on 14 May 2021 in accordance with 
the Insurance Ordinance (Cap. 41) (Ordinance), designated three insurance 
holding companies, namely AIA Group Limited, FWD Management Holdings 
Limited, and Prudential Corporation Asia Limited, to be subject to the group-
wide supervision (GWS) by the IA.

Under the GWS framework, the IA, as the group supervisor appointed to 
regulate and supervise an insurance group, has direct regulatory powers over 
the DIHC. Through the control and influence that the DIHC may exercise over 
the respective insurance group, the IA can carry out effective GWS over the 
insurance group.

Key Takeaways
The IA recognises that a DIHC, following its designation, may require time to 
update its controls, systems and processes to align its supervised group fully 
with certain requirements in the GL32. The IA may, therefore, in its discretion 
issue a Transitional Notice to specify transitional arrangements to a DIHC 
upon receipt of a formal request from the DIHC.

The DIHC’s should reach out to their case officers in case they have any 
questions.

Additional Reading
Guideline on Group Supervision

Insurance Authority designates three insurance holding companies under the 
group-wide supervision framework

The IA issues the Guideline on Group Supervision (GL32)
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WG on Euro RFR recommendations on fallbacks for 
EURIBOR
The Working Group (WG) on Euro RFRs published 
recommendations on €STR-based EURIBOR fallback 
rates and trigger events, following consultations on the 
topic that had concluded earlier this year. The WG’s 
recommendations seek to promote consistency across 
currencies and asset classes and include 
considerations on the possible implications of 
introducing significant variability of fallbacks between 
different contracts and products. While there aren’t any 
definitive plans for EURIBOR to be discontinued at this 
time, the inclusion of robust fallback language is a 
requirement in contracts subject to the EU Benchmark 
Regulation (BMR).

Key Takeaways
There are few, if any, surprises in the WG’s 
recommendations, which are consistent with the results 
of previous consultations and the recommendations 
made by working groups in other jurisdictions. 
Institutions should make every effort to future-proof 
contracts to the greatest extent possible.

Safe harbor for use of synthetic LIBOR
The UK’s HM Treasury published a summary of the 
outcome of its consultation on a potential legislative 
safe harbor associated with the use of synthetic LIBOR. 
In a letter responding to an inquiry on the issue from the 
WG on Sterling RFRs, the Economic Secretary 
confirmed that HM Treasury would seek to bring 
forward further legislation that would “seek to reduce 
disruption that might arise from LIBOR transition with 
regard to the potential risk of contractual uncertainty 

and disputes in respect of contracts that have been 
unable to transition from LIBOR to another benchmark.”

Key Takeaways
Some market participants might scoff at the UK 
Treasury’s caveat that further legislation would be 
introduced “when (...) time allows.” In reality, the caveat 
is more likely to reflect the realities and constraints of 
the legislative process. At the same time, the risk of 
litigation is very real. Further, the longer the delay in 
introducing legislation to mitigate such risks, the higher 
the risk that legislation cannot be passed in time. With 
only a few months to go, the primary option for market 
participants to manage litigation risk associated with 
legacy exposures referencing a synthetic rate remains 
the reduction of legacy exposures.

Term SOFR
The Chicago Mercantile Exchange (CME) announced 
the launch of forward-looking term rates of SOFR. As 
SOFR is an overnight rate, broadly reflecting the cost of 
overnight borrowing collateralized by Treasury 
securities, the calculation of forward looking term SOFR 
is derived from the transacted prices of SOFR futures. 
Available in 1-month, 3-month and 6-month tenors, 
licensing of the CME Term SOFR will initially be limited 
to cash market transactions. While regulators and 
working groups do not expect forward-looking term 
rates to play a significant role in the transition, a number 
of market participants have noted that term rates could 
simplify the transition in certain loan products (e.g., 
trade finance transactions) that require interest 
payments to be known at the beginning of the interest 
period. 

Key Takeaways
When the ARRC announced earlier this year that it did 
not foresee a formal endorsement of a forward-looking 
SOFR term rate by the end of Q2 2021 (the date 
originally targeted), some market participants feared the 
delay might imply that such a term rate would never 
materialize. The recent announcements by the CME 
and the ARRC should alleviate those fears.

Additional Reading
LIBOR Transition - Market update

LIBOR Reform Updates 
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HKMA circular on revised banking returns and disclosure 
templates/tables for implementation of revised counterparty credit 
risk framework, etc.

On 12 May, the HKMA issued a circular to inform all AIs that, following 
recent industry consultation, they have finalised the revised templates 
and completion instructions (“CIs”) of the Return of Capital Adequacy 
Ratio (Form MA(BS)3) and the Return of Assets and Liabilities (Form 
MA(BS)1).

The electronic files for the two revised Returns and their accompanying 
CIs are available for downloading from the HKMA’s supervisory 
communication website (http://www.stet.iclnet.hk). Reporting institutions 
should submit the two revised Returns to the HKMA, via the STET 
system, starting from the position as of 30 June 2021.

For revisions in respect of the Return of Leverage Ratio (Form 
MA(BS)27), the Return of Large Exposures (Form MA(BS)28), and the 
disclosure templates/tables, the HKMA will issue a separate circular to 
inform the industry of the relevant details shortly.

HKMA circular on applicable jurisdictional Countercyclical Capital 
Buffer (CCyB) Ratio for Hong Kong

The HKMA issued a circular on 17 May to announce that pursuant to 
section 3Q(3) of the Banking (Capital) Rules (BCR), the CCyB ratio for 
Hong Kong remains unchanged at 1.0%.

SFC circular to licensed corporations: Reminder of Data 
Standards for Order Life Cycles

The SFC issued a circular on 28 April to remind licensed corporations 
of the “Circular to licensed corporations Data Standards for Order Life 
Cycles” issued on 31 July 2019. 

In summary, the Data Standards for Order Life Cycles (“DS-OL”) 
prescribe the minimum content and presentation format of trading-
related data to be submitted by In-Scope Brokers to the SFC upon 
request, where In-Scope Brokers are defined as licensed securities 

brokers whose trading turnover in SEHK-listed equities in a calendar 
year (2018 or beyond) reaches or exceeds 2% of that year’s total 
market trading volume.

Securities brokers who qualify as ‘In-Scope Brokers’ for the first time 
are generally expected to implement system changes and make other 
arrangements needed for compliance with DS-OL within 15 months of 
the relevant calendar year end. The implementation due date for both 
the 2018 batch and the 2019 batch is 30 April 2021.

SFC circular to licensed corporations on the arrangements of the 
license holders insurance scheme

On 28 April, the SFC issued a circular to set out the arrangements of 
the license holders insurance scheme applicable to the following 
categories of licensed corporations for the scheme year from 1 April 
2021 to 31 March 2022 (both dates inclusive):

• Category 1: Participants of The Stock Exchange of Hong Kong 
Limited and licensed for Type 1 regulated activity (i.e. dealing in 
securities);

• Category 2: Participants of Hong Kong Futures Exchange Limited 
and licensed for Type 2 regulated activity (i.e. dealing in futures 
contracts).

Under the Securities and Futures Ordinance (SFO), corporations that 
are licensed to carry on certain regulated activities are required, as a 
condition of their licenses, to take out and maintain insurance in the 
manner prescribed by the Securities and Futures (Insurance) Rules 
(Rules).

In order to arrange for an appropriate insurance scheme for the 
purposes of the Rules, an Industry Working Group (IWG) comprising 
representatives of various brokers’ associations and brokerage houses 
was formed. It operates with secretariat support from the SFC.

IWG members unanimously decided to re-appoint JLT Insurance 
Brokers Limited (formerly known as Jardine Lloyd Thompson Limited) 
(JLT) as the insurance broker and scheme administrator for the scheme 

year 2021/2022. JLT has already arranged the placements of two 
master policies of insurance covering respectively the licensed 
corporations in Category 1 and those in Category 2. 

The SFC will provide JLT with the information necessary for the 
arrangement of the master policies of insurance to be approved 
pursuant to the Rules for the scheme year 2021/2022. Such information 
will include the names of the participants covered under the policies, 
their correspondence details and information required by JLT to allocate 
the gross premium among the participants based on the methodology 
agreed by the IWG.

For each scheme year, the IWG seeks professional advice from the 
selected insurance broker regarding the premium allocation 
methodology with a view to catering for any unforeseen circumstances 
and looking for possible refinements to the methodology where 
appropriate.

As the scheme administrator, JLT is responsible for implementing and 
providing administrative services to the participants. It will allocate the 
gross premium based on the agreed methodology and send LCs the 
debit note and insurance documents.

SFC steps up efforts to combat IPO-related misconduct

On 20 May, the SFC announced that it is intensifying its efforts to tackle 
misconduct and improper behaviour related to new listings, in 
collaboration with the Stock Exchange of Hong Kong Limited (SEHK).

An SFC-SEHK joint statement notes some problematic issues in recent 
initial public offerings (IPOs) which suggest the lack of genuine investor 
interest and call into doubt the existence of an open, orderly and fair 
market in the shares.

The SFC also notes the publication of SEHK’s conclusions paper on the 
increase in the Main Board profit requirement and supports SEHK’s 
initiative to uphold the quality of the stock market in Hong Kong by 
setting appropriate profit thresholds in line with the positioning of the 
Main Board under its market segmentation strategy.
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Glossary
AI Authorised Institutions ICO Initial Coin Offering

AML Anti-Money Laundering IFRS International Financial Reporting Standard 

BC Basel Committee IOSCO International Organization of Securities Commission

BCBS Basel Committee on Banking Supervision IR-1 Interest Rate Risk Management

CFT Counter-Financing of Terrorism IRR Interest Rate Risk

CG-1 Corporate Governance of Locally Incorporated Authorized Institutions IRRBB Interest Rate Risk in the Banking Book  

FATF Financial Action Task Force LC Licensed Corporation

FinTech Financial Technology LIBOR The London Inter-bank Offered Rate

FMCC Fund Manager Code of Conduct MAS Monetary Authority of Singapore

FI Financial Institutions MRF Mutual Recognition of Funds

FSB Financial Stability Board MoU Memorandum of Understanding

HKMA The Hong Kong Monetary Authority RO Responsible Officer

IA The Insurance Authority RE-1 Recovery Planning

IAF Internal Audit Function SFC The Securities and Futures Commission

IC-1 Risk Management Framework SFO Securities and Futures Ordinance

IC-2 Internal Audit Function SPM Supervisory Policy Manual
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