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New Asia Securities Industry and Financial Markets 
Association (“ASIFMA”) Report on Data Challenges and 
Opportunities for ESG and Sustainable Finance in APAC  
 
Simon Deane and Randy Lam 

 
ASIFMA, together with the Future of Sustainable Data Alliance, published a paper entitled “Data Challenges and 
Opportunities for ESG and Sustainable Finance in Asia Pacific” – a result of a year-long review of sustainability data 
challenges facing the industry in the Asia Pacific. The paper states that ESG-based performance, both in terms of 
investment inflows and asset performance, has been positive during the pandemic, and many regulators and investors 
have recommitted to sustainable development, with greater focus on systemic risks related to climate and social 
concerns. 
 
ASIFMA offers the following eight key recommendations, critical to supporting and enabling further development of green 
and sustainable markets in Asia:  
 
(a) Greater convergence towards a principles-based global (or at least regional) taxonomy 

  
(b) Higher and more consistent corporate disclosure standards between jurisdictions and sectors  

 
(c) Encouragement of higher standards of analysis, with incentives for more holistic and robust approaches to ESG 

measurement and analysis  
 

(d) Policy and regulation to support innovation and technologies that enable ESG and sustainable finance capabilities  
 

(e) Focus on education and skills to support ESG and sustainable finance capability  
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(f) Higher standards and accountability for ESG ratings providers, potentially including regulation, and clear and 
harmonised requirements for product disclosure  
 

(g) Harmonisation between ESG standards and frameworks such as the United Nations Sustainable Development 
Goals, and policy on climate change and bank supervision at systemic level, including on climate risk  
 

(h) Ongoing partnership and dialogue between the public and private sectors, as well as between stakeholders such 
as companies and investors on disclosure and reporting standards  

 
The paper is accessible here: link 
 
The ASIFMA press release in relation to the paper is accessible here: link 

 
 

Consultation on revised Supervisory Policy Manual (“SPM”) 
module “The Sharing and Use of Consumer Credit Data 
through Credit Reference Agencies” (IC-6) 
 
Simon Deane and Randy Lam 
 
The Hong Kong Monetary Authority (the “HKMA”) recently issued a consultation on a revised SPM module (IC-6). IC-6 
specifies the minimum standards that authorised institutions (“AIs”) should observe in relation to the sharing and use of 
consumer credit data through credit reference agencies (“CRAs”). The consultation closed on 1 February 2021. 

 
The revisions concern primarily the Multiple Credit Reference Agencies Model (“MCRA Model”), a multiple CRAs model 

developed by the Hong Kong Association of Banks, the DTC Association and the Hong Kong S.A.R. Licensed Money 
Lenders Association which enables credit providers to share and use consumer credit data through more than one CRA 
for the provision of consumer credit reference services. The HKMA expects AIs to share consumer credit data to each 
and every CRA in the MCRA Model in line with a proposed framework. 
 
According to the revisions, without the need for each individual credit provider to establish a direct bilateral network 
connection with each individual CRA under the MCRA Model, a Multiple Credit Reference Agencies Platform (“MCRA 
Platform”) will be introduced and operated by an independent operator as a data switch between participating credit 

providers and the CRA(s) for the transmission of consumer credit data, credit reports and other relevant information in 
encrypted form. The MCRA Platform will enable high scalability for credit providers and CRAs to link up, make available 
a full set of consumer credit data to all CRAs with a master copy as backup, and enhance data protection through proper 
security and access control arrangements.  
 
The consultation is accessible here: link 
 
 

HKMA – AML/CFT Regtech: Case Studies and Insights 
 
Simon Deane and Randy Lam 
 
The HKMA published a report titled “AML/CFT Regtech: Case Studies and Insights” highlighting the opportunities that 
Regtech offers to transform the effectiveness and efficiency of Anti-Money Laundering and Counter-Financing of 
Terrorism (“AML/CFT”) efforts, and sharing end-to-end approaches which worked in real-life examples.  

 
The report provides insights under five themes: (i) getting started; (ii) data and process readiness; (iii) third-party vendor 
relationships; (iv) people, talent and culture; and (v) performance metrics and indicators. These thematic insights are 
intended to help institutions identify an adoption process that is applicable to their particular circumstances. 
 
The report offers the following key observations: 
 
(a) Stakeholder Buy In & Executive Support - Ensuring management expectations are aligned to the proposed 

approach has helped many early adopters build credibility with management especially for more complex and 
larger scale deployments of AML/CFT Regtech. 
 

https://www.asifma.org/wp-content/uploads/2020/12/asifma-fosda-esg-and-sf-data-challenges-and-opportunities-in-asia-f20201221c.pdf?_cldee=c2ltb24uZGVhbmVAZGVhY29ucy5jb20uaGs%3d&recipientid=contact-da976b443fd9e911a2d302bfc0a8017c-840a6b313ad84f25b0e90f6d171be075&esid=5e0ffbc8-f443-eb11-810a-000d3a01cfd3
https://www.asifma.org/wp-content/uploads/2020/12/press-release-asifma-and-fosda-complete-review-of-data-challenges-for-esg-and-sustainable-finance-in-apac.pdf
https://www.hkma.gov.hk/media/eng/regulatory-resources/consultations/IC-6_v6_consultation_30_Dec_2020.pdf
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(b) Cross Functional & Interdisciplinary Teams – That diversity broadens perspectives and enables banks 

comprehensively to evaluate third party Regtech vendors, identify any additional benefits / uses for a solution, 
anticipate and address potential barriers to implementation, and secure “buy-in”.  
 

(c) Forums to Exchange Views & Experiences – Many early adopters — especially those part of large banking 

groups — found creating forums to share and exchange ideas and experiences had accelerated AML/CFT 
Regtech adoption. 
 

(d) Focus on Data Readiness – Importance of starting discussions with data owners early and planning ahead. 

 
(e) Working with Third Parties – When assessing opportunities to partner with third parties, early adopters have 

looked at compatibility, scale and sustainability. 
 

(f) Considering a Holistic Definition of Value – Many early adopters of AML/CFT Regtech looked beyond 

immediate financial and operational benefits and included the people impact through experiential learning and 
cross functional collaboration, the customer impact, and adaptability in terms of further uses. 

 
The report is accessible here: link 
 
The HKMA press release in relation to the report is accessible here: link 
 
The HKMA circulars in relation to the report are accessible here: (i) link (for circular to AIs) and (ii) link (for circular to 
Stored Value Facility Licensees) 

 
 

International Swaps and Derivatives Association (“ISDA”)’s 
New IBOR Fallbacks Effective for Standard Form 
Derivatives Documents from January 2021 
 
Simon Deane and Randy Lam 
 
The ISDA’s IBOR Fallbacks Supplement (the “Supplement”) and IBOR Fallbacks Protocol (the “Protocol”) were 

launched on 23 October 2020.  
 
The Supplement amends ISDA’s standard interest rate derivatives definitions to incorporate robust fallbacks for 
derivatives linked to certain IBORs. The changes came formally into effect on 25 January 2021 under the Protocol. Since 
then, all new derivatives contracts that reference ISDA’s standard interest rate derivatives definitions include the fallbacks 
(unless the parties specifically agree to exclude them).  
 
The Protocol enables market participants to incorporate the fallbacks into their legacy non-cleared derivatives trades with 
other counterparties that choose to adhere to the Protocol. As of 25 January 2021, more than 12,000 entities across 
nearly 80 jurisdictions have adhered to the Protocol, which will remain open for adherence. 
 
As of 25 January 2021, the fallbacks for a particular currency will apply following a permanent cessation of the IBOR in 
that currency. For derivatives that reference LIBOR, the fallbacks in the relevant currency will also apply following a 
determination by the UK Financial Conduct Authority that LIBOR in that currency is no longer representative of its 
underlying market. In each case, the fallbacks will be adjusted versions of the risk-free rates identified for each currency. 
 
Please see ISDA press release here: link 

 
More information is available here: link 
 
 
 
 
 
 
 
 

https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2021/20210121e1a1.pdf
https://www.hkma.gov.hk/eng/news-and-media/press-releases/2021/01/20210121-3/
https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2021/20210121e1.pdf
https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2021/20210121e2.pdf
https://www.isda.org/2021/01/25/new-ibor-fallbacks-take-effect-for-derivatives/
https://www.isda.org/protocol/isda-2020-ibor-fallbacks-protocol/
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ICE Benchmark Administration (“IBA”) and Refinitiv 
Launched Term SONIA Benchmarks   
 
Simon Deane and Natalie Chan 
 
On 11 January 2021, IBA and Refinitiv launched their respective Sterling Overnight Index Average (“SONIA”) term rates 
(“Term SONIA”). Term SONIA, which is a forward-looking risk-free rate, has been developed as one of the alternatives 

to replace GBP LIBOR (which will cease to exist after the end of 2021). Similar to GBP LIBOR, Term SONIA is available 
in 1-month, 3-month, 6-month and 12-month tenors.  
 
Progress is also being made to develop forward-looking Secured Overnight Financing Rate (“SOFR”) term rates (“Term 
SOFR”) in the US. In September 2020, the Alternative Reference Rate Committee (“ARRC”) published a Request for 

Proposals to select an administrator to publish Term SOFR. It is expected (and it is one of the ARRC’s 2020 transition 
objectives) that the selected administrator will publish Term SOFR during the first half of 2021, provided liquidity in the 
SOFR derivatives markets is sufficiently developed. 
 
 

UK Finance Guide to LIBOR Discontinuation for Banks and 
Lenders 
 
Simon Deane and Natalie Chan 
 
On 12 February 2021, UK Finance published a guide to LIBOR discontinuation for banks and lenders (“Guide”).  

 
The Guide provides a progress check on the LIBOR transition and identifies the actions required to meet the transition 
deadline at the end of 2021. The following main topics are discussed in each section:  

 
(a) introduction to LIBOR discontinuation;  

 
(b) introduction to new reference rates and their differences from LIBOR;  

 
(c) examination of the role of working groups and regulators in the transition; 

 
(d) discussion on hot topics – fallbacks, tough legacy contracts ,the LIBOR currency timeline and moving new 

business off LIBOR; and 
 

(e) overview of the transition from a commercial and operational perspective.  
 
A useful checklist is also provided for potential next steps and transitioning smoothly away from LIBOR. Some key 
considerations include:  
 
1. setting up a LIBOR transition programme;  

 
2. defining business strategy for transitioning legacy products and developing new risk-free rate products; 

 
3. contract management, which includes identifying affected contracts and developing a remediation strategy;  

 
4. developing a client outreach and communication strategy;  

 
5. updating and re-validating pricing and risk management models;  
 
6. ensuring system readiness; 

 

7. performing impact assessments for treasury, finance and tax; and  

 

8. a programme assurance to ensure that the transition project is set up and operating effectively.  
 
Please see the full Guide here: link 

https://www.ukfinance.org.uk/system/files/UKF%20Discontinuation%20of%20LIBOR%20-%20Guide%20for%20banks%20and%20lenders_FINAL.pdf
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Insurance group-wide supervision regime to commence on 
29 March 2021 
 
Simon Deane and Randy Lam 
 
The Insurance (Amendment) (No. 2) Ordinance 2020 (the “IAO”) was enacted in July 2020. The IAO introduces an 
insurance group-wide supervision (“GWS”) framework to empower the Insurance Authority (the “IA”) to exercise direct 

regulatory powers over Hong Kong-incorporated holding companies of insurance groups.  
 
Notable amendments to the Insurance Ordinance (Cap. 41) by the IAO include the following: 
 
(a) the IA may designate a Hong Kong-incorporated insurance holding company of an authorised insurer that belongs 

to an insurance group as a “designated insurance holding company” (“DIHC”) if certain conditions are met, and 
determine which members of the insurance group will be subject to the supervision by IA (“supervised group”); 

 
(b) prior approval must be obtained from the IA before a person may become a shareholder controller of a DIHC or 

be appointed as the chief executive, director, and key person in control functions of a DIHC; and 
 

(c) a DIHC must not make or allow any member of the supervised group to make any major acquisition that is material 
to the group unless with the IA's prior approval or the acquisition has been assessed through an assessment 
framework as being non-material to the group. 

 
These amendments may be relevant to banks which intend to acquire authorised insurers or insurance groups, or banks 
that are currently controllers of authorised insurers. 
 
The Government press release on the commencement of the GWS framework is accessible here: link 
 
A copy of the IAO is available here: link 
 
A copy of the Commencement Notice is available here: link 
 
 

Financial Stability Institute (“FSI”) publishes Bank for 
International Settlement (“BIS”) research paper on Fintech 
regulation 
 
Simon Deane and Bonnie Wong 
 
The FSI has published the BIS’s research paper titled “Fintech regulation: how to achieve a level playing field” in February 
2021 (the “Paper”). The Paper explores how regulation should evolve to encourage fair competition between traditional 

banks and new fintech and big tech players.  
 
The Paper explores topics such as: 
 
(a) The current regulatory framework 

 
(b) Activity based vs entity based regulatory requirements: 

 
The Paper encourages an activity-based, entity-based or mixed approach towards regulation.  
 
The Paper concludes that regulatory areas such as AML/CFT should be activity based as there is little reason to 
support heterogeneous rules for different providers of a particular service, even if they also perform other activities, 
whilst prudential regulation of risk etc. should be entity-specific.  

 
The Paper also notes some areas may require a mixed approach, e.g. cyber security.  

 
(c) Fair competition between traditional banks and new fintech/big tech players: 

 

https://www.info.gov.hk/gia/general/202012/31/P2020123000528.htm
https://www.gld.gov.hk/egazette/pdf/20202430/es12020243018.pdf
https://www.gld.gov.hk/egazette/pdf/20202453/es220202453264.pdf
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The Paper discusses the regulatory approach to competition law for preventing the abuse of market dominance.  
 
(d) Harmonisation and moving towards a more balanced regulatory framework: 

 
The Paper encourages regulatory frameworks to incorporate entity-based requirements for big tech in areas such 
as competition and operational resilience to address the risks stemming from the different activities they perform. 
The Paper argues that this strategy will not only help regulation to achieve its primary objectives, but will also 
serve to mitigate competitive distortions. 

 
Please refer to the Paper for more details. 
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