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Hong Kong Monetary Authority’s update on LIBOR transition 
milestone date 
 
Simon Deane and Natalie Chan  
 
On 25 March 2021, the Hong Kong Monetary Authority (HKMA) published a circular on the latest developments in the 

reform of interest rate benchmarks. The HKMA’s latest survey on this subject showed that the majority of authorised 
institutions (AIs) in Hong Kong have achieved the first two milestones set by the HKMA in July 2020, namely:  

 
(1) AIs to be in a position to offer products referencing the alternative reference rates (ARRs) to LIBOR from 1 

January 2021; and 

(2) adequate fallback provisions to be included in all newly issued LIBOR-linked contracts maturing after 2021 from 
1 January 2021.  

 
There was a third milestone date set by the HKMA which required AIs to cease issuing new LIBOR-linked products 
maturing after 2021 by 30 June 2021. In this connection, the UK Financial Conduct Authority (FCA) confirmed in March 

2021 that all LIBOR settings will either cease to be provided by any administrator or no longer be representative: 
 
(1) immediately after 31 December 2021, in the case of all Sterling, Euro, Swiss Franc and Japanese yen settings, 

as well as the 1-week and 2-month US Dollar settings; and 

(2) immediately after 30 June 2023, in the case of the remaining US dollar settings (i.e. overnight, 1-month, 3-month, 
6-month, 12-month). 

 
Following the FCA’s announcement and market responses showing a lack of readiness to offer non-LIBOR/alternative 
reference rate products in Hong Kong by June 2021, the HKMA agreed that AIs would no longer be required to adhere 
to the third milestone date. Having said that, AIs are expected to continue with their transition preparations and should 
cease to issue new LIBOR-linked contracts by the end of 2021. 
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Alternative Reference Rates Committee releases update 
on selection of SOFR Term Rate Administrator 
 
Simon Deane and Natalie Chan 

 
On 21 May 2021, the Alternative Reference Rates Committee (ARRC) announced that it had selected CME Group as 
the administrator for the forward-looking Secured Overnight Financing Rate (SOFR) term rates (Term SOFR), once 

market indicators for the Term SOFR are met (please see link). 
 
In connection with market indicators, the ARRC published an announcement on 6 May 2021 which summarised the 
following indicators that it would consider in order to recommend the use of Term SOFR:  
 
(a) Continued growth in overnight SOFR-linked derivatives volumes.  

(b) Visible progress to deepen SOFR derivatives liquidity, consistent with ARRC best practices:  

i. Offering electronic market-making and execution in SOFR swaps and swap spreads.  

ii. Changing the market convention for quoting USD derivative contracts from LIBOR to SOFR.  

iii. Making markets in SOFR-linked interest rate volatility products (including swaptions, caps, and 
floors).  

(c) Visible growth in offerings of cash products, including loans, linked to averages of SOFR, either in advance or 
in arrears. 

 
For more details on the aforesaid announcement by the ARRC, please see here. 
 
 
 

Launch of Green and Sustainable Finance Grant Scheme 
on 10 May 2021 
 
Simon Deane and James Tong 
 
The Hong Kong Monetary Authority (HKMA) recently released information about the three-year Green and Sustainable 
Finance Grant Scheme (GSF Grant Scheme). The GSF Grant Scheme provides subsidies for eligible bond issues and 

loan borrowers to cover their general bond issuance and external review costs. The discussion below focuses on the 
subsidy for loan borrowers. 
 
Eligible loan borrowers include first-time and repeat green and sustainable loan borrowers. Eligible green and sustainable 
loans must:- 
 
(1) have procured pre-issuance external review services related to the loan provided by an eligible external reviewer; 

(2) be constituted by at least half by amounts borrowed from Hong Kong-based lenders; and 

(3) have a loan size of at least HK$200 million (or its equivalent in another foreign currency). 
 
Eligible external review costs include transaction-related fees for pre-issuance external review and post-issuance 
external review or reporting, and subject to a cap at HK$800,000 per loan. Interested borrowers are advised to seek 
assistance from their lenders to consult the HKMA on their behalf as to whether the eligibility requirements for the GSF 
Grant Scheme are preliminarily met. More details on the eligibility criteria and application process in respect of the GSF 
Grant Scheme can be accessed here. 
 
 

  

https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/20210521-ARRC-Press-Release-Term-Rate-RFP.pdf?link_id=bFW5eKLqyZI
https://www.newyorkfed.org/medialibrary/Microsites/arrc/files/2021/20210506-term-rate-indicators-press-release
https://www.hkma.gov.hk/media/eng/doc/key-information/press-release/2021/20210504e4a1.pdf
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European Commission proposal for a Regulation on a 
European approach for Artificial Intelligence 
 
Simon Deane and Randy Lam 
 
On 21 April 2021, the European Commission (EC) published a proposal (Proposed Regulations) which is described as 

the “first-ever legal framework on [Artificial Intelligence]”, aiming to turn Europe into the global hub for trustworthy Artificial 
Intelligence (AI). The Proposed Regulations are of general interest because they constitute a first attempt to “regulate” 

AI properly and, if implemented, may become influential worldwide. 
 
AI systems 
 
The Proposed Regulations defined an AI system as “software that is developed with one or more of the techniques and 
approaches listed in Annex I and can, for a given set of human-defined objectives, generate outputs such as content, 
predictions, recommendations, or decisions influencing the environments they interact with”. The techniques and 

approaches listed in Annex I include machine learning approaches, logic and knowledge-based approaches and 
statistical approaches.  
 
Application  
 
The Proposed Regulations apply to, amongst others: 
 
(1) providers placing on the market or putting into service AI systems in the European Union (EU);  

(2) users of AI systems located within the EU; and 

(3) providers and users of AI systems that are located outside the EU if the output produced by the system is used 
in the EU. 

 
Prohibited and high-risk AI systems 
 
The Proposed Regulations prohibit certain AI systems including those that: 
 
(1) deploy subliminal techniques beyond a person’s consciousness materially to distort the person’s behaviour and 

cause or be likely to cause that person harm; 

(2) exploit any of the vulnerabilities of a specific group of persons materially to distort the behaviour of a member 
of that group and cause or be likely to cause that person harm; 

(3) evaluate or classify the trustworthiness of natural persons (social scoring); and 

(4) use ‘real-time’ remote biometric identification systems in publicly accessible spaces for law enforcement. 
 
The Proposed Regulations consider certain AI systems as high-risk including those that are: 
 
(1) used as safety components of the products (or are themselves the products) such as machinery, toys, and 

medical devices; and 

(2) used to evaluate things such as creditworthiness, biometric identification and critical infrastructure. 
 
Providers of high-risk AI systems must comply with strict requirements such as having a quality management system in 
place and technical documentation and ensuring that the high-risk AI systems undergo a conformity assessment 
procedure before being placed on the market.  
 
Next Steps 
 

The European Parliament and the Council of the EU will have to agree on the text of the Proposed Regulations in order 
for them to become EU law. This legislative process may take a year or more.  
 
The Proposed Regulations and supporting annexes are accessible here: link. 
 
 
 

https://ec.europa.eu/commission/presscorner/detail/en/IP_21_1682
https://ec.europa.eu/newsroom/dae/items/709090
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Revised Sustainability Linked Loan Principles and 
accompanying Guidance 
 
Simon Deane and Randy Lam 
 
In April 2021, the Asia Pacific Loan Market Association (APLMA), the Loan Market Association and the Loan 

Syndications and Trading Association announced the publication of a revised version of the Sustainability Linked Loan 
Principles (SLLP) and accompanying Guidance on Sustainability Linked Loan Principles (SLLP Guidance) reflecting 

recent market trends. 
 
Key amendments include: 
 
(1) tightening the language regarding the selection of key performance indicators (KPIs) and the scope of 

sustainability performance targets (SPTs) to provide greater clarity; and 

(2) making mandatory the need for independent and external verification of a borrower's performance level against 
each SPT for each KPI. 

 
The SLLP have also been structurally adjusted to align with the International Capital Market Association's Sustainability 
Linked Bond Principles. 
 
All transactions completed prior to 3 June 2021 will be exempt from following the revised SLLP, and instead should be 
reviewed in conjunction with the SLLP published in May 2020. 
 
The SLLP is accessible here: link (APLMA member login required). 
 
The SLLP Guidance is accessible here: link (APLMA member login required). 
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