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Welcome to the inaugural newsletter from Deacons’ Finance & Insolvency department!  We will be publishing 

this newsletter on an occasional basis to inform clients of recent legal and other developments in the field of 

banking and insolvency, with a particular focus on fintech and regulatory issues. 

 

For the purpose of this publication, “HKMA” refers to the Hong Kong Monetary Authority. 
 
 

LIBOR – get ready for the end of LIBOR referencing 

contracts in 2021 
 

Discontinuation of LIBOR  

 

The Bank of England and the Finance Conduct Authority (FCA) in the UK recently updated the road map for replacing 

LIBOR with alternative reference rates (ARR).  In particular, issuance of cash products linked to sterling LIBOR is to 

cease by the end of Q3 2020 and LIBOR referencing contracts must be significantly reduced by Q1 2021. The FCA has 

stressed that there will be no LIBOR publication after end-2021.  

  

The HKMA issued a circular in March 2019 urging authorised institutions (AIs) to prepare for the transition associated 

with interest rate benchmark reform, including the discontinuation of LIBOR. As LIBOR is used extensively in the Hong 

Kong banking industry, AIs should have already started identifying and evaluating key risks arising from the reform and 

formulating firm-wide action plans. 

  
Co-existence of HIBOR and HONIA set for Hong Kong 
 
The HKMA indicated that it currently has no plan to discontinue HIBOR, as the Treasury Markets Association (TMA) 

acknowledged HIBOR is a widely recognised benchmark. A multiple-rate approach is proposed for Hong Kong, with the 
co-existence of HIBOR and the Hong Kong Dollar Overnight Index Average (HONIA).  

 
In December 2019, the TMA published its consultation conclusion (summarised below) about proposed technical 
refinements to HONIA as regards HONIA serving as an ARR for HIBOR. 
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Aspect Existing practice Reform conclusion 

1 Data source Transaction data is collected from 
money brokers 

Transaction data to be directly collected 
from banks as primary source 

2 Reporting window Between 09:00 and 16:00 on every 
Hong Kong business day 

Extended to between 08:00 and 16:00 on 
every Hong Kong business day 

3 Publication time On a same-day basis 

 

On a same-day basis.  
 
This facilitates the use of HONIA for 
discounting and price alignment interest 
calculation.  

 
 

HKMA to develop THB-HKD blockchain corridor with 
Bank of Thailand 
 

The HKMA conducted a study into a Central Bank Digital Currency (CBDC) in 2017 and recently concluded that the value 

of CDBC at both retail and wholesale levels in Hong Kong appeared to be limited. However, the Bank of Thailand and 

the HKMA are working together to develop a cross-border blockchain corridor with initially 10 participating banks for real-

time cross-border HKD-THB PvP fund transfers at a wholesale level. 

 

The new blockchain corridor is an interesting experiment which looks to reduce costs and settlement risks of cross-border 

fund transfers and enhance settlement efficiency and transparency with fewer intermediaries or settlement layers 

involved in the process.  

 

The HKMA’s Edmond Lau said “Our joint research project with the Bank of Thailand marks an important first step to solve 

the pain points of low efficiency and high costs in traditional cross-border payments.  With the use of blockchain 

technology, the innovative and unique solution ….. offers good references to the central banking community on the use 

of Central Bank Digital Currency.” 

 

Consultation on amendment to the Personal Data 
(Privacy) Ordinance (Cap. 486) 
 
The HKSAR Government is studying possible amendments to the Personal Data (Privacy) Ordinance (PDPO) jointly with 
the Office of the Privacy Commissioner for Personal Data (PCPD) to strengthen personal data protection in Hong Kong. 

The Government is now considering the following amendment directions: 

 

a. establishing a mandatory data breach notification mechanism;  

b. strengthening the regulation on data retention period;  

c. reviewing penalties of non-compliance with the PDPO by raising relevant criminal fines and exploring the 
feasibility of introducing a direct administrative fine;  

d. regulating data processors directly to strengthen protection towards personal data being processed; and  

e. amending the definition of “personal data” to cover information relating to an “identifiable” natural person.     

 

The proposed amendments were prompted by major data breach incidents, including the recent surge of “doxing”-related 
complaints, the leakage of personal data of 9.4 million passengers of Cathay Pacific Airways in October 2018 and security 
loopholes identified in the online procedures of TransUnion (Hong Kong’s official consumer credit reference agency) for 
obtaining personal credit information in November 2018.  
 
The PCPD completed a compliance investigation into TransUnion (click here for the full report) and is looking to conduct 
a comprehensive review of the Code of Practice on Consumer Credit Data (Code) which provides guidance on the 

handling of consumer credit data by credit reference agencies.  

https://www.hkma.gov.hk/media/eng/doc/key-information/speeches/s20200122e1.pdf
https://www.pcpd.org.hk/english/news_events/media_statements/press_20191209.html
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Banks should be prepared to put in place appropriate measures including regular reviews of their corporate-wide privacy 
strategy in light of the proposed amendments to the PDPO.  

 

HKMA’s paper on Artificial Intelligence in the banking 
industry 
 
Last year, the HKMA commissioned a study into the application of Artificial Intelligence technology (AI) in the Hong Kong 

banking industry. The report, published on 23 December 2019, summarises insights from academics and industry experts 
on AI. One key finding was that almost 90% of the surveyed retail banks had adopted or planned to adopt AI applications. 
95% of banks which had adopted AI expressed their intention to use AI to shape their corporate strategy, mainly prompted 
by the need to improve customer experience, stay cost effective and better manage risk.  
 
To help the banking industry understand the risk and potential of AI, the report covered the latest development trends, 
potential use cases, status of AI development in banking, challenges and considerations in designing and deploying the 
technology, as well as the market outlook.  
 
This report is the first in a series of AI-related publications produced by the HKMA. The full report can be accessed here.  
 

HKMA’s consultation on establishing greenness of banks  
 
In May 2019, the HKMA unveiled a number of measures promoting the development of green finance in Hong Kong. 
Subsequently in December 2019, as part of the initiative, the HKMA wrote to the Hong Kong Association of Banks to 
consult on a common assessment framework for green and sustainable banking (Framework).  

 
The Framework aims to assess the “greenness” of banks and to collect information as regards 21 sub-elements 
categorised under six key elements:  
 

- Governance - board and senior management oversight, as well as roles and responsibilities  

- Corporate planning and tools - including stress testing  

- Risk management process - including risk reporting, control and mitigation  

- Business policies, products and services  

- Performance and resources - including data collection and processing   

- Disclosure and communication - including plans to make disclosure in accordance with recommendations 

and guidance published by the FSB Task Force on Climate-related Financial Disclosure (TCFD)  
 
These elements and sub-elements represent the major focus points for banks in managing climate and environmental-
related risks, and broadly align with the standards, initiatives and recommendations of international bodies and regulators 
in other jurisdictions. Banks are expected to answer the questions in the Framework, assess their progress with respect 
to each sub-element and assign a rating as appropriate.  
 
Participating banks should have submitted their self-assessment by 21 January 2020. Based on the responses, the 
HKMA expects to develop policies to combat the risks of climate change and develop sustainable banking in Hong Kong.  

 

Financial Action Task Force (FATF) publishes Best 
Practices on Beneficial Ownership for AML/CFT Due 
Diligence 
 
The Financial Action Task Force (FATF), the international body which sets international standards on anti-money 
laundering and counter-financing of terrorism (AML/CFT), recently (October 2019) published a guide entitled Best 
Practices on Beneficial Ownership for Legal Persons (the Guide).  

 
Purpose of the Guide: The Guide serves as practical guidance supplemental to, among others, the FATF’S Guidance 
on Transparency and Beneficial Ownership published in October 2014. It aims to help countries solve the common 

challenges FATF members face in implementing AML/CFT measures (Section III on “Common Challenges” of the Guide).  

https://www.hkma.gov.hk/media/eng/doc/key-functions/finanical-infrastructure/Whitepaper_on_AI.pdf
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How it is relevant to Authorised Institutions (AIs) in Hong Kong: As a FATF and Asia-Pacific Group on Money 
Laundering (APG) member, Hong Kong is not only regularly assessed by the FATF and the APG on its AML/CFT regime, 

but the HKMA is of the view that it is also obliged to adopt the latest FATF recommendations from time to time (see 
Guideline on Anti-Money Laundering and Counter-Financing of Terrorism (For Authorised Institutions) published by 
HKMA in October 2018). The HKMA is likely to adopt these recommendations in its policies—all AIs are expected to 
comply with the relevant regulatory requirements.   

 
Key takeaways: 

 
1. The Guide recommends the following approach at country level towards obtaining information on beneficial 

ownership: a multi-pronged approach involving the use of at least one or more of the mechanisms below: 

 

i. Registry Approach – requiring company registries to obtain and hold up-to-date information on beneficial 
ownership. 

ii. Company Approach – requiring companies themselves to obtain and hold up-to-date information on 
shareholders and members.  

iii. Existing Information Approach – using existing sources of information including financial institutions, 

company, land, property or other types of registries, other authorities (tax authorities, stock exchanges), 
commercial databases.  

 

2. The Guide recommends the following key features for an effective AML/CFT system for a country to monitor 

organisations: 

 

a) Risk assessment.  

b) Adequacy, accuracy and timeliness of information in beneficial ownership:  

(i) verifying and/or monitoring the accuracy of the information;  

(ii) use of supplementary information platform in addition to company registry;  

(iii) ongoing reporting at company level / to the reporting entities or company registry; 

(iv) verification through different means;  

(v) enhanced measures for companies with foreign ownership/directorship;  

(vi) highly effective law enforcement authorities with adequate resources; 

(vii) using technology to facilitate checking and validation. 

c) Access by competent authorities.  

d) Forbidding or immobilising bearer shares and nominee arrangements.  

e) Effective, proportionate and dissuasive sanctions. 

 
The above suggestions are relevant both at a country level and at an organisational level. AIs should bear in mind the 
above suggestions (which HKMA may seek to impose) regarding their AML/CFT measures.  
 
Please refer to the Guide for more details: https://www.fatf-gafi.org/media/fatf/documents/Best-Practices-Beneficial-
Ownership-Legal-Persons.pdf 
 
 

Whilst every effort has been made to ensure the accuracy of this publication, it is for general guidance only and should not be treated as a substitute for 

specific advice. If you would like advice on any of the issues raised, please speak to any of the contacts listed.  
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