ANNEX – ANNUAL SECTORAL REPORT

Chapter 3: Services


	Chapter 3 (g) : Financial Services

	Section
	Improvements Implemented Since Last IAP
	Current Entry Requirements
	Further Improvements Planned

	Operational Requirements


	Insurance Services :

The Insurance Companies (Amendment) Ordinance 2000 empowers the Insurance Authority to disclose financial and statistical information of individual insurers and Lloyd’s (an association of underwriters) in order to enhance market transparency, and to exercise discretion in accepting the actuarial standards, other than the prescribed one, for compliance by the appointed actuaries of insurers.

Issued a “Guidance Note for the Use of Derivatives” to enhance the regulatory regime.

Trading in Securities and Futures :

To keep our regulatory framework on par with prevailing international regulatory standards and to facilitate market development and competition, we published in April 2000 the Securities and Futures Bill in the form of a White Bill for public consultation in April-June.  The Bill aims to, among others, provide a more transparent and coherent regulatory regime

	Insurance Services :

The Insurance Companies Ordinance (available at http://www.justice.gov.hk/blis.nsf/CurEngOrd?OpenView&Start=41) requires all authorized insurers to keep assets in Hong Kong to match their local non-life insurance business commitments, and to separate assets and liabilities attributable to their life business.  Moreover, all insurers have to fulfill certain reporting requirements.

The Insurance Authority has issued directives and guidance notes for insurers to follow, which can be found at http://www.info.gov.hk/oci.

More information can be found at http://www.info.gov.hk/oci/framework/author.htm - 6and http://www.info.gov.hk/oci/framework/regulat.htm - 7.

The contact point for further information is :Office of the Commissioner of InsuranceTel : (852) 2867 4802; Fax : (852) 2869 0252E-mail : mailto:iamail@oci.gov.hk
Banking Services :

Authorized deposit-taking institutions have to comply with the provisions of the Banking Ordinance which, among other things, require them to maintain adequate liquidity and capital adequacy ratios, to submit periodic returns to the Hong Kong Monetary Authority on the required financial information, to adhere to limitations on loans to any one customer or to directors and employees, and to seek approval for the appointment of directors and chief executives, and for controllers.  However, overseas banks which operate in branch form are not required to hold capital in Hong Kong and are thus not subject to capital ratio requirements or to capital-based limits on large exposures.

More information can be found at http://www.info.gov.hk/hkma/eng/bank/index.htm.

The contact point for further information is :

Edmond Lau

Banking Development Division

Hong Kong Monetary Authority

Tel : (852) 2878 8111; Fax : (852) 2878 1887

E-mail : mailto:edmond_yp_lau@hkma.gov.hk
Trading in Securities and Futures :

Only exchange participants of the Stock Exchange of Hong Kong Limited (SEHK) may trade in the stock exchange.  Only exchange participants of the Hong Kong Futures Exchange Limited (HKFE) can trade on the futures exchange.

Separately, a person engaged in the dealing of securities and commodities futures is required to properly supervise his/her dealing business in order to meet the fit and proper criteria for registration as a dealer with the Securities and Futures Commission.  To this end, it is expected that the sole proprietor, or in the case of a partnership or company, at least one partner or director, who is registered as a dealer, is based in Hong Kong to look after the dealing business.

In regulating the securities and futures market, the Securities and Futures Commission has also published Codes and Guidelines.  These include the Code of Conduct; the Management, Supervision and Internal Control Guidelines; and the Guidance Note on Internet Regulation.

More information can be found at the website of Securities and Futures Commission at http://www.hksfc.org.hk/.

The contact point for further information is :

Licensing Section

Securities and Futures Commission

Tel : (852) 2840 9393; Fax : (852) 2501 0375

E-mail : mailto:enquiry@hksfc.org.hK

	General :

Short/Medium/Long Term 

(2001 - 2010)

Continue to update the financial market regulatory regime to ensure that it keeps pace with market developments and evolving international standards, without stifling business opportunities.

Insurance Services :

Short Term (2001)

To work on the Guidance Notes on Asset Management by Authorized Insurers and Insurance Activities on the Internet with a view to bringing our regulatory regime in line with international standard.

Trading in Securities and Futures :

Short/Medium Term 

(2001 - 2005)

To put in place in 2001-2002, on the basis of the recommendations of a report on the enhancement of market infrastructure published in September 1999, state-of-the-art trading, clearing and settlement facilities which are capable of further integration with the rest of the financial markets, in order to better mitigate risks, increase efficiency, reduce costs and improve internal system conformity.


	Licensing and 

Qualification Requirements of Service Providers


	Insurance Services :

Issued a comprehensive “Guidance Note on Application for Authorization to Carry on Insurance Business in and from Hong Kong” to facilitate the submission of application.

Also issued a “Guidance Note on the Fit and Proper Criteria” used in assessing the suitability of management and controllers of insurance companies.
	Insurance Services :

For prudential regulation purposes, the Insurance Companies Ordinance (available at http://www.justice.gov.hk/blis.nsf/CurEngOrd?OpenView&Start=41) stipulates that only a company or an association of underwriters can apply for authorization to carry on insurance business.  To meet statutory requirements, consumers must purchase certain liability insurance from insurers authorized in Hong Kong.

Authorization criteria for an insurer include the meeting of minimum capital and solvency margin requirements, management and controllers to be fit and proper persons, adequate reinsurance protection arrangement and a viable business plan.  These criteria are in line with the international standards recommended by the International Association of Insurance Supervisors.  Moreover, the chief executive appointed by the authorized insurer should normally reside in Hong Kong.

The Insurance Authority has issued directives and guidance notes for insurers to follow, which can be found at http://www.info.gov.hk/oci.

More information can be found at http://www.info.gov.hk/oci/framework/author.htmand http://www.info.gov.hk/oci/question/content.htm.

The contact point for further information is :

Office of the Commissioner of Insurance

Tel : (852) 2867 4802; Fax : (852) 2869 0252

E-mail : mailto:iamail@oci.gov.hk
Banking Services :

Banks incorporated locally/overseas intending to set up an operation in Hong Kong must fulfill standard prudential requirements, including fit and proper management and ownership, minimum size and asset requirement, adequate system of internal controls, adequate financial disclosure and adequate home supervision.  These criteria are in line with the international standards recommended by the Basle Committee on Banking Supervision.  All authorized institutions (local or overseas) must appoint a chief executive and not less than one alternative chief executive, each of whom must normally reside in Hong Kong.

More information can be found at http://www.info.gov.hk/hkma/eng/bank/index.htm.

The contact point for further information is :

Edmond Lau

Banking Development Division

Hong Kong Monetary Authority

Tel : (852) 2878 8111; Fax : (852) 2878 1887

E-mail : mailto:edmond_yp_lau@hkma.gov.hk
Trading in Securities and Futures :

Only corporations incorporated in Hong Kong or persons born in Hong Kong or resident in Hong Kong for five of the seven years preceding application, may become exchange participants of the Stock Exchange of Hong Kong Limited (SEHK).  Only corporations incorporated in Hong Kong or individuals who are ordinarily resident in Hong Kong may become exchange participants of the Hong Kong Futures Exchange Limited (HKFE).  In practice, all current exchange participants of the HKFE are corporations incorporated in Hong Kong.

These residence requirements are in place for the purpose of prudential regulation of intermediaries so as to protect the interest of investors.

In considering whether a person is fit and proper to be registered/licensed, the Securities and Futures Commission is obliged to take into account the person’s financial status; relevant educational or other qualifications or experience; ability to perform such functions efficiently, honestly and fairly; and reputation, character, financial integrity and reliability.

More information can be found at website of the Securities and Futures Commission at http://www.hksfc.org.hk.

The contact point for further information is :

Licensing Section

Securities and Futures Commission

Tel : (852) 2840 9393; Fax : (852) 2501 0375

E-mail : mailto:enquiry@hksfc.org.Hk

	Insurance Services :

Short/Medium/Long Term 

(2001 - 2010)

To review regularly the criteria for authorizing insurance business in Hong Kong to promote new entrants and to provide a fair and attractive environment for both local and international insurance companies to operate in Hong Kong.

	Foreign Entry


	No changes took place in 2000.

	Insurance Services :

An applicant for authorized insurer which is a company incorporated outside Hong Kong must satisfy the Insurance Authority that it is :

-
a company incorporated in a country where there is a comprehensive companies law and insurance law;

-
an insurer under effective supervision by the authority or authorities of its home country responsible for the proper conduct of insurance business; and

-
a well established insurer with international experience and of undoubted financial standing.

However, an overseas applicant may, if it so chooses, incorporate a subsidiary company in Hong Kong for the purpose of the application, in which event the above additional requirements will not apply.

More information can be found at http://www.info.gov.hk/oci/framework/author.htmand http://www.info.gov.hk/oci/question/content.htm.

The contact point for further information is :

Office of the Commissioner of Insurance

Tel : (852) 2867 4802; Fax : (852) 2869 0252

E-mail : mailto:iamail@oci.gov.hk
Banking Services :

Once an overseas bank has fulfilled the standard prudential requirements which are also applicable to locally incorporated banks and is authorized, it can conduct the full range of banking business as local banks.

Full banking licences are granted to banks incorporated outside Hong Kong on the basis of reciprocity.  However, the reciprocity requirement does not apply to banking applications from companies incorporated in a place which is, or is part of the territory of, a member of the World Trade Organisation.

More information can be found at http://www.info.gov.hk/hkma/eng/bank/index.htm.

The contact point for further information is :

Edmond Lau

Banking Development Division

Hong Kong Monetary Authority

Tel : (852) 2878 8111; Fax : (852) 2878 1887

E-mail :mailto:edmond_yp_lau@hkma.gov.hk
Trading in Securities and Futures :

The requirement that a corporate exchange participant of the Stock Exchange of Hong Kong Limited (SEHK) or the Hong Kong Futures Exchanges Limited (HKFE) must be a company incorporated in Hong Kong is not in itself a market access restriction since there is no restriction on forming a corporation in Hong Kong.

More information can be found at website of the Securities and Futures Commission at http://www.hksfc.org.hk/.

The contact point for further information is :

Licensing Section

Securities and Futures Commission

Tel : (852) 2840 9393; Fax : (852) 2501 0375

E-mail : mailto:enquiry@hksfc.org.hk

	No further action planned


	Discriminatory Treatment/

MFN


	Banking Services :

In response to the Banking Sector Consultancy Study announced in July 1999, the Hong Kong Monetary Authority announced the partial relaxation of the one-building condition in September 1999 attached to the licences of overseas-incorporated banks authorized in and after 1978 and overseas-incorporated restricted licence banks authorized in and after 1990, by allowing them to carry out their business in not more than three buildings (three-building condition).  The restriction on the number of regional and back offices that overseas-incorporated institutions can operate was also lifted. These allow foreign banks more flexibility to locate their operations in a cost-effective manner.

	Insurance Services :

There are no additional regulatory requirements for operation which discriminate between domestic and foreign service suppliers.

More information can be found at http://www.info.gov.hk/oci.

The contact point for further information is :

Office of the Commissioner of Insurance

Tel : (852) 2867 4802; Fax : (852) 2869 0252

E-mail : mailto:iamail@oci.gov.hk
Banking Services :

Overseas-incorporated banks licensed in and after May 1978 in respect of full licensed banks and in and after April 1990 in respect of restricted licence banks are allowed to carry out their business in not more than three buildings, subsequent to a partial relaxation of the “one-building condition” in September 1999.  The “one-building condition” was introduced in 1978 against a background of the lifting of the moratorium on new bank licences and at the same time when there was concern that excessive competition from a proliferation of branches would have a destabilizing effect on the banking sector.

More information can be found at http://www.info.gov.hk/hkma/eng/bank/index.htm
The contact point for further information is :

Edmond Lau

Banking Development Division

Hong Kong Monetary Authority

Tel : (852) 2878 8111; Fax : (852) 2878 1887

E-mail : mailto:edmond_yp_lau@hkma.gov.hk
Trading in Securities and Futures :

There are no additional regulatory requirements for operation which discriminate between domestic and foreign service suppliers.

More information can be found at website of the Securities and Futures Commission at http://www.hksfc.org.hk/.

The contact point for further information is :

Licensing Section

Securities and Futures Commission

Tel : (852) 2840 9393; Fax : (852) 2501 0375

E-mail : mailto:enquiry@hksfc.org.hk

	Banking Services :

Short Term (2001)

To consider full relaxation of the “three-building condition” policy upon a review in 2001.



