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FinTechs - or  f inancial ser vices fueled by new  
technologies - are ver y tr endy at the moment, 
par ticular ly in large f inancial ci ties l ike Hong Kong 
where the f inancial industr y is both extr emely 
present and active. Yet, a r epor t r eleased in May 
2017 by the Hong Kong Financial Ser vices 
Development Counci l  (FSDC) was interpreted as 
pointing at the weaknesses of the ci ty in compar ison 
w ith i ts competi tor s.

In r eal i ty, however , the r epor t consti tutes a 
signi f icant business plan designed to help the ci ty 
become a leader  in the f ield. The repor t talks about 
competi tor s, insists on the necessi ty to focus on 
par ticular  points, largely emphasises the str engths of 
Hong Kong in terms of f inancial infr astr ucture, and 
explores the potential gains to be expected from the 
fur ther  development of the FinTech industr y in the 
ci ty.

The repor t, in the main, is to be considered as the 
last pol icy output aimed at developing the f inancial 
ser vices of Hong Kong, in l ine w ith the var ious 
effor ts conducted so far.

I t  is not about weaknesses, i t is about potential.

Protectionism on the Rise: What Impacts for Business in the 
Asia-Pacific? Quar ter ly Research Repor t 2017-#3 by The 
Asia-Paci f ic Cir cle (May, 2017)

Avai lable at https://goo.gl/ovTjmR.

Executive Summary

While Hong Kong has long one of the world's main financial 
capitals, its FinTech  sector appears to develop at a lower pace 
than other cities. Over the summer 2016, a public report was 
therefore released to analyse the situation and provide solutions.

The said report, at the time, was analysed by the financial sector 
as pointing towards Hong Kong's weaknesses on the FinTech 
matter. It was rather an interesting and constructive business 
plan and road map. 
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In May 2017, the Hong Kong Financial Services 
Development Council (HK-FSDC) released a report on 
?The Future of FinTech in Hong Kong?. The report was 
largely commented upon and interpreted as 
emphasising Hong Kong?s difficulties in coping with the 
main FinTech-sensitive cities around the world, but in 
reality it did much more than this: it provided the Hong 
Kong regulators with a powerful, ambitious and 
strategic business plan.

Over  the summer , in May 2017, the Hong Kong 
Financial Ser vices Development Counci l  (FSDC) 
r eleased a long and precise r epor t ti t led ?The Future of 
FinTech in Hong Kong?.

This r epor t has mainly been understood as 
emphasising the weaknesses of Hong Kong in r elation 
to the FinTech industr y. In fact, i t is interesting to note 
that when discussing FinTech and the document, the 
most common idea consists in r epeating or  quoting 
the r epor t?s conclusion that ?From a long-term 
developmental standpoint, Hong Kong is ver y strong 
in ?Fin?, but not strong in ?Tech?.

In r eal i ty however , the document would r ather  
deser ve to be descr ibed as a major  road-map for  the 
development of Hong Kong?s prof i le as a leading hub 
for  FinTechs, RegTechs, WealthTechs, Cybersecur i ty 
and Ar ti f icial intel l igence (AI). In our  opinion, ?The 
Future of FinTech in Hong Kong? should not be r ead as 
a standalone document because i t is much more than 
a standalone repor t.

THE REPORT WAS MAINLY 
UNDERSTOOD AS SHOWING 
THE WEAKNESSES OF
HONG KONG IN TERMS OF 
FINTECH, BUT...

'THE FUTURE OF FINTECH IN HONG KONG'
A business plan for making Hong Kong a 
financial services hub!



?The Future of FinTech in Hong Kong? is the last of a 
ser ies of pol icy outputs drafted over  the past two years 
by var ious Hong Kong public author i ties, al l  shar ing 
the idea that FinTechs matter.

Simply put, the Steer ing Group on Financial 
Technologies was created in 2015 and released a f i r st 
analysis of the industr y in Januar y 2016, thus making 
a ser ies of suggestions which, eventually, were 
implemented as par t of the Budget Speech 2016/2017 
which took place soon after. This Speech began the 
implementation of Hong Kong?s FinTech policy and 
was fol lowed by the Budget Speech 2017/2018 which 
provided monitor ing on the effor ts. In September  
2016, meanwhi le, Norman T.L. Chan, Chief Executive 
of the Hong Kong Monetar y Author i ty made a speech 
named ?What does i t take to bui ld a ?Hong Kong 
Brand? for  f inancial ser vices??.

The FSDC repor t of May 2017, that is, does not merely 
point at the weaknesses of Hong Kong in r elation to 
FinTech, i t fur ther s policy monitor ing and, even more 
impor tantly, provides the r egulator s w ith a major  
str ategic road map. Not to say, in fact, a business plan.

This analysis paper  comments on the successive 
r epor ts w ith a view  of clar i fying the cur rent state of 
Hong Kong?s FinTech policymaking. 

I  |  The Steer ing Group on Financial Technologies.

The f i r st document which broadly considered the 
contr ibution of FinTechs to the development of Hong 
Kong as a f inancial place ? or  the contr ibution of Hong 
Kong to the development of the FinTech industr y, 
depending on the perspective ? was a 88-pages long 
repor t by Hong Kong?s Steer ing Group on Financial 
Technologies.

THE REPORT IS THE LAST PIECE OF 
A SERIES OF POLICY OUTPUTS.
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A DOCUMENT TO FURTHER 
POLICY MONITORING WHILE 
BUILDING A ROAD-MAP.



The Steer ing group was or iginal ly created in 2015 to 
advise the Government of Hong Kong on methods to 
promote the City as a FinTech hub and i ts conclusions, 
as r eleased in Februar y 2016, suggested that there was 
tr emendous potential and ?ample oppor tuni ties? on 
the matter.

For  star ter s, the Steer ing Group explored the 
defini tion of Fintechs, which i t descr ibed in the 
fol low ing terms: 

?FinTech refers to the application of information and 
communication technology (?ICT?) in the field of 
financial services, including such areas as digital 
payment and remittance, financial product 
investment and distribution platforms, peer-to-peer 
financing platforms, cybersecurity and data security 
technology, big data and data analytics, and 
distributed ledger application to new asset classes 
and processes?. 

Beyond this technical defini tion, in addition, the 
Steer ing Group provided a more enthusiastic and 
sel l ing defini tion of FinTechs, which i t l inked to the 
ver y idea of capaci ty bui lding in applied r esearch: 
FinTechs are about ?formulating innovative solutions 
that are intui tive for  customers, secure for  f inancial 
insti tutions and cost-effective for  al l?.

I t noted that 48 out of 100 top FinTech companies in 
the wor ld were alr eady settled in Hong Kong, 
emphasised an impor tant increase in FinTech-related 
par tner ships involving large f inancial insti tutions 
including a Accenture & Cyberpor t project involving a 
cluster  of 60+ FinTech companies, the DBS accelerator , 
the KPMG Insights Labs, the Standard 
Char tered-sponsored SuperCharger  Accelerator , or  the 
Commonwealth Bank of Austr al ia CommBank 
Innovation Lab.
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FINTECHS ARE ABOUT 
FORMULATING INNOVATIVE 
SOLUTIONS THAT ARE INTUITIVE, 
SECURE AND COST-EFFECTIVE



The Steer ing Group also placed the Hong Kong 
FinTech industr y into a bigger  and more global 
picture, estimating that the global market in 2015 
exceeded USD 640 bi l l ion, of which 440 bi l l ion 
amounted to payments and remittance in general (see 
table) and pointing at global investment in the 
FinTech sector  in excess of 24 bi l l ion in 2016, six times 
more than in 2013. Looking at the progress made by 
the Asia-Paci f ic r egion, i t however  suggested that the 
Asia-Paci f ic r emained behind. In i ts ow n words:

?The Asia Pacific region is catching up and beginning to 
attract more FinTech investment. Investment in FinTech 
across Asia Pacific skyrocketed from about US$880 
million in all of 2014 to nearly US$3.5 billion in the first 
nine months of 2017?. 

(Source: Table extracted from the Steering Group? Report) 

A GLOBAL 640 MILLION USD 
MARKET IN 2015.

9The Asia-Pacific Circle |  Quarterly Report 2017-#3



10

SIGNIFICANT ADVANTAGES IN 
TERMS OF FUND-RAISING.

Despite this gap, nonetheless, the Steer ing Group 
emphasised Hong Kong?s competi tiveness towards the 
FinTech industr y.

It noted that whi le Hong Kong was ranked as ?the thir d 
most competi tive global f inancial centre among 84 
major  centres in the wor ld, behind only London and 
New  York?, the ci ty was also considered as the leading 
f inancial centre in Asia as well  as the ?top f ive global 
ini tial public offer ing l isting markets ever y year  for  the 
past decade? thus giving i t a ver y signi f icant advantage 
in terms of fund-raising and asset management. In 
addition, the Steer ing Group emphasised the good 
reputation of Hong Kong in terms of r egulator y 
fr ameworks, which i t descr ibed as ?mature, effective and 
tr ansparent ?  in l ine w ith international standards?.

Hence, Hong Kong was descr ibed as occupying a 
pr ivi leged place in terms of innovation. Beyond a 
geographic and poli tical posi tion making the ci ty the 
most eff icient access door  to Mainland markets and the 
logical way to invest in the Mainland?s ?opening up to the 
global economic and f inancial systems?, i t praised Hong 
Kong?s top-ranking abi l i t ies of i ts univer si ties in Asia as 
well  as i ts ?excellent? information and communication 
technology (ICT) before concluding as to the existence of 
sol id infr astr uctural foundations ?for  w ider  application 
of technology in del iver ing f inancial ser vices?.

The Steer ing Group accordingly made var ious 
r ecommendations aimed at foster ing ?a conducive 
environment for  FinTech development?.

On the FinTech promotion side of things, i t cal led on the 
Government to ?set a clear  str ategic vision to help focus 
stakeholders on leveraging the core competence of the 
local FinTech ecology?. The str ategy here was simple. 
Fir st, dissipating the idea that Hong Kong lagged behind 
in r elation to technological innovation, capaci ty bui lding 
and attr activeness through, for  instance, the creation of 
annual FinTech events and competi tions capable of 
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TOP-RANKING ABILITIES TO 
CAPITALIZE ON.



demonstrating the ci ty?s potential whi le attr acting 
high level talents. Second, increasing consumer  
awareness and confidence towards innovative 
f inancial ser vices through the setting of data and 
innovation-related educative programmes capable of 
?foster [ing] a culture for  innovation as well  as 
proactive technology adoption both businesses and 
consumers?.

On the FinTech faci l i tation aspect, the Steer ing Group 
recommended that Hong Kong worked on 
?Strengthen[ing] her  FinTech ecology by ful ly 
leveraging the strong presence of f inancial insti tutions 
in the ci ty?, which included attr acting more 
accelerator s whi le giving large f inancial insti tutions 
incentives to ?proactively embrace oppor tuni ties 
brought about by FinTech?. One measure suggested for  
that purpose, in fact, was the establishment of a 
One-stop shop off ice aimed at suppor ting FinTech 
star tups in their  establishment process whi le 
?branding? Hong Kong as a hub for  FinTech, 
cybersecur i ty and Blockchain development.

In r elation to r egulation and fr ameworks, the Steer ing 
Group invi ted the r egulator s to careful ly examine 
whether  r ules ought to be introduced or  amended 
whi le opening dedicated contact points between 
entrepreneurs and regulator s, in l ine w ith the 
One-stop shop argument mentioned before. In 
essence, i t largely insisted on the necessi ty to preser ve 
the ci ty?s f inancial stabi l i ty so as to protect i ts 
r el iabi l i ty-or iented prof i le. In i ts words, this would 
amount to ?[s]tr iking the r ight balance between 
promoting Fintech development and consumer  
protection? so as to ?enhance the community?s 
confidence and readiness in using innovative 
f inancial ser vices?.

The regulator y per spective was strongly str essed in 
the r epor t, where the emphasis was clear ly put on the 
necessi ty to preser ve the consumer  from f inancial 
excesses. In Mainland China, as a r eminder , the lack of 

THE IMPORTANCE OF 
LEVERAGING FINANCIAL SECTOR 
STRENGTH WHILE SUPPORTING 
STARTUPS.
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r egulation in r elation to P2P lending had created vast 
f inancial troubles that, clear ly, Hong Kong has so far  
succeeded in avoiding. In the Steer ing Group?s words, 
therefore: 

?No matter how technology evolves and how genuine 
innovation could benefit consumers and enterprises, the 
bread and butter of Fintech remains the same: 
channelling capital to productive use and trade, 
facilitating risk pricing and transfer, and processing 
payments for real economic transactions. As such, rules 
and regulations to offer adequate customer protection are 
necessary in developing a healthy ecosystem for Fintech. 
Maintaining robust customer protection measures will 
give investors confidence in the new Fintech products and 
the financial system, and enhance systemic resilience. In 
sum, the Government and regulators will have a critical 
role to play in setting the rules for the Fintech sector?. 

Having said that, i t is impor tant to add that r egulator y 
needs were not only brought for ward as a way to 
somehow  l imit or  fr ame the development of Fintechs in 
Hong Kong. To the contrar y, the Steer ing Group rather  
emphasised the abi l i ty of technologies to help enfor cing 
r egulator y r equir ements, through cybersecur i ty 
technologies, blockchain technologies (providing low -cost 
and tr ansparent tr ansactional infr astr uctures) and 
Regtechs, i .e. technological processes aimed at helping 
banks to abide by the laws, notably in r elation to KYC 
(Know  Your  Customer ) and AML (anti -money launder ing). 
Technologies as r egulator y assets, in sum. Impor tantly, 
fur thermore, the Steer ing Group emphasised impor tant 
gains in ?leveraging our  high concentration of industr y 
domain exper ts and insti tutions in f inance, logistics and 
other  professional ser vices?.

In addition to these three major  focus points ? promotion, 
faci l i tation and regulation ? the Steer ing Group f inal ly 
suggested that Hong Kong would in the future need to 
?nur ture talent pools? in the f inancial, entr epreneur ial 
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PROMOTION, FACILITATION, 
REGULATION.

IF TECHNOLOGY COULD 
REINFORCE THE REGULATORY 

ENVIRONMENT...
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and technology sector s whi le ensur ing that the 
development of Hong Kong?s ?vibrant Fintech ecology?. 
I t also insisted on the necessi ty to emphasise broadly 
the potential contr ibution of Fintechs to the Research 
& Development activi ties or  the largest f inancial 
insti tutions so as to emulate innovation much fur ther.

In a nutshell , the Steer ing Group overal l  emphasised a 
need for  ?Capacity Bui lding in Applied Research? and 
the necessi ty to develop an abi l i ty to ?formulat[e] 
innovative solutions that are intui tive for  customers, 
secure for  f inancial insti tutions and cost-effective for  
al l? and invi ted the r egulator  to ?[take] Hong Kong?s 
FinTech Sector  to the Next Level?. 

I I  |  The 2017-2018 Budget  Speech

Another  document considered the contr ibution of 
Fintechs to the development of Hong Kong as a 
f inancial place: the 2017-2018 Budget Speech. 
Interestingly, the 2017-2018 demonstrated progress on 
the issues as compared to the previous budget Speech 
of 2016-2017.

As far  as the 2016-2017 Budget Speech by Financial 
Secretar y John C Tsang was concerned, as a r eminder , 
the dynamic consisted in pushing local actor s to 
?[take] advantage of technologies?. At the time, the 
Speech noted that Fintech technologies could ?be 
applied to a w ide r ange of areas such as electronic 
payments, robo-advisor s, distr ibution of f inancial 
products, big data analytics, cyber  secur i ty, equi ty 
crowdfunding and peer -to-peer  (P2P) lending?. In 
addition, i t emphasised that the Hong Kong Monetar y 
Author i ty (HKMA), the Secur i ties and Futures 
Commission (SFC) and the Off ice of the Commissioner  
of Insurance would ?[?w i l l?, in the text] set up Fintech 
dedicated platforms to l iaise w ith the industr y to 
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A WIDE RANGE OF 
APPLICATIONS.
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ensure that the market [would] balance between market 
demand and investor s' understanding and tolerance of 
r isk when introducing innovative f inancial products and 
ser vices?. Fur thermore, the public author i ties clear ly 
acted that the Government would (w i l l  in the text, again) 
in par ticular  ?encourage the industr y and relevant 
organisations to explore the application of "Blockchain" 
technology in the f inancial ser vices industr y, w i th a 
view  to developing i ts potential to r educe suspicious 
tr ansactions and br ing dow n tr ansaction costs?. In other  
words, FinTech in the 2016-2017 Speech was largely a 
work in progress.

In contrast, the 2017-2018 Budget Speech went beyond. 
I ts section on Innovation and Technology, indeed, acted 
that progress had been made throughout the year. I t 
par ticular ly noted that ?a var iety of payment options 
[was] now  avai lable to the public, including mobi le 
payment, peer -to-peer  (P2P) tr ansfer , e-Cheque, and the 
Electronic Bi l l  Presentation and Payment Ser vice? and 
indicated that more work was being made ?to fur ther  
enhance the payment infr astr ucture? through the 
development of a new  Faster  Payment System (FPS) by 
the HKMA, to be completed later  this year  and providing 
?a round-the-clock inter -bank r eal-time payment 
platform?. In addition, the Speech noted that some 
f inancial insti tutions using biometr ic authentication had 
alr eady ?leveraged the Fintech Super visor y Sandbox 
(FSS) launched by the HKMA last September  to test their  
biometr ic authentication ser vices in a r isk-control led 
environment and under  f lexible ar r angements?. In 
doing so, in other  words, the last Budget Speech pointed 
at signi f icant, palpable and measurable progress being 
made and thus promoted the ?tr ial environment? 
provided by the r egulator y Sandbox. 

FINTECH TO FURTHER ENHANCE 
THE DEVELOPMENT OF THE 

PAYMENT INFRASTRUCTURE.
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I I I  |  Speech: What  does it  t ake t o build a ?Hong 
Kong Brand? for  f inancial services?

In September  2016, meanwhi le, Norman T.L. Chan, Chief 
Executive of the Hong Kong Monetar y Author i ty had 
made a speech named ?What does i t take to bui ld a 
?Hong Kong Brand? for  f inancial ser vices??

The speech, as i ts ti t le indicates, insisted on the necessi ty 
to present Hong Kong as a Fintech brand character ised 
by ?quali ty? and ?credibi l i ty. In shor t, Hong Kong was 
then presented as being dependent on creating ser vices 
?that can adequately and effectively meet the needs of 
customers w ith vastly di f ferent f inancial needs?. In 
addition, the Chief Executive insisted on the role to be 
played by Hong Kong in r elation to RMB 
internationalisation, he descr ibed the HKMA?s policy 
r egarding r egulator y effor ts to be made in r elation to 
Fintech Faci l i tation and announced the launch of Hong 
Kong?s Fintech Regulator y Sandbox: 

? While regulators like the HKMA must exercise care 
when new technology is introduced in financial services, 
there are understandable concerns amongst the Fintech 
industry that overly rigid or conservative regulations 
may stifle new technology and innovation.  So how do we 
in the HKMA deal with this issue?  Let me say this: the 
regulatory philosophy of the HKMA is that we adopt a 
risk-based and technology neutral approach.  
Specifically, we would endeavour to see through the 
nature and magnitude of the risks involved in a financial 
transaction or product without positive or negative 
discrimination on whether a new technology is used?.

[? ] Sandbox allows banks to conduct testing and trial of 
newly developed technologies and applications on a pilot 
basis.  Within the Sandbox, banks can try out their new 
Fintech products without the need to achieve full 
compliance with the HKMA?s usual supervisory 
requirements.  This will enable banks to gather real-life 
data and user feedback on their Fintech products or 
services more easily and in a controlled environment, so 

PRESENTING HONG KONG 
AS A FINTECH BRAND.
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STRONG IN FIN...
WEAK IN TECH?
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that they can make suitable refinements to their products 
before the full launch.  The HKMA does not intend to 
stipulate an exhaustive list of the supervisory 
requirements that may potentially be relaxed within the 
Sandbox.  Examples of these requirements include 
security-related requirements for electronic banking 
services and the timing of independent assessment prior 
to launching of new technology services.? 

IV |  The HK-FSDC Report , May 2017 

In ear ly May, far  more r ecently, the Hong Kong Financial 
Ser vices Development Counci l  (HK-FSDC) r eleased a 
r epor t on The Future of Fintech in Hong Kong. 
Problematical ly, however , this r epor t was interpreted and 
commented upon as insisting on Hong Kong?s weaknesses 
in the f ield. A phrase had cir culated a lot, according to 
which ?Hong Kong is ver y strong in ?Fin?, but not strong in 
?Tech??.

Yet, the r eal i ty when one takes the time to r ead the r epor t 
in ful l , is that the FSDC document is a constr uctive, 
suppor tive and thinking-for ward business plan that 
provides the r egulator  w ith impor tant dir ections and the 
industr y actor s w ith practical guidel ines as to what w i l l  
happen in the future. As formulated on the f i r st page of 
the r epor t, in fact:

?By taking proactive steps, Hong Kong could become the 
leading FinTech centre within the region and one of the 
leading centres in the world. A less proactive approach 
could cede business and employment to rival centres 
elsewhere [? ]

FinTech matters to Hong Kong because over the coming 
decade or so it may dramatically alter today?s financial 
services delivery model. Since financial services 
contribute 18% of Hong Kong?s GDP and 6% of its 
employment, the impact will be considerable. FinTech 
may overhaul many current jobs and business processes 
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derived from complication of process and administration. 
This will mean better and cheaper services for financial 
services customers, but it will also threaten today?s jobs 
and revenue streams [? ]

Hong Kong?s financial regulations and policies have been 
caught up with the development of FinTech. Other issues 
include a lack of overall coordination in the public sector, 
little tradition of technological innovation, and high cost. 
From a long-term developmental standpoint, Hong Kong 
is very strong in ?Fin?, but not strong in ?Tech?. And there 
is competition as other centres move rapidly ahead with 
their own FinTech initiatives? 

A genuine business plan

The FSDC ?Future of Fintech in Hong Kong? repor t 
highl ighted a large number  of things, in r eal i ty, but the 
major  point w i th this document is i ts potential 
contr ibution to Hong Kong policy. The document is more 
than a r epor t, i t is an actual business plan.

Fir st, the r epor t descr ibes the cur rent status of Hong Kong 
on the FinTech scene. I t descr ibes the ci ty as ?a latecomer? 
which has no option but to ?focus?.  And i t provides the 
r egulator s w ith an elaborate business plan. 

Compet it ors

As a good business plan, the FSDC repor t talks about 
competi tion. In fact, i t goes as far  as descr ibing the 
simi lar  ini tiatives in other  countr ies as competi tor s. In i ts 
ow n words:

?Mainland China has the world?s largest FinTech sector, 
with the sophisticated offerings from companies like 
Alibaba?s Ant Financial and Tencent?s WeChat attracting 
hundreds of millions of users. This relates partly to the 
underdeveloped nature of the incumbent Mainland 
financial system which favours state-owned enterprises 
and leaves large segments of the population and the 
private sector largely unbanked.?

THE DOCUMENT IS MORE 
THAN A REPORT, IT IS A 

GENUINE BUSINESS PLAN.
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Sti l l  as a business plan, the r epor t then goes on to 
descr ibe the str engths of the Chinese model which we 
shall  r eproduce here for  more clar i ty:

?Mainland China is by far the world?s largest and most 
established FinTech market, regarded by one 
commentator as, ??  the undoubted centre of global 
FinTech innovation and adoption ? thanks to 
developments across multiple hubs, such as Shanghai, 
Hangzhou, Beijing, and Shenzhen.? Forty percent of 
consumers in China are using FinTech for payments 
compared to 4% in Singapore; 35% are accessing 
FinTech-based insurance products, compared with 1-2% 
in many Southeast Asian markets. In the context of 
poor or non-existent service provision by financial 
incumbents to swathes of the retail and SME 
population, e-commerce providers Baidu, Alibaba (via 
Ant Financial), and Tencent (Wechat), collectively BAT, 
stepped forward with increasingly sophisticated 
FinTech offerings that have attracted hundreds of 
millions of users. Seven major FinTech verticals have 
emerged: (i) payments and e-wallets, (ii) supply chain 
and consumer finance, (iii) P2P lending, (iv) online 
funds, (v) online insurance, (vi) personal finance 
management, and (vii) online brokerage. International 
expansion is another priority for China?s large FinTechs 
? in January 2017 Alipay bid US$880 million for 
US-based Moneygram International as well as 
acquiring a majority state in India?s PayTM.' 

The repor t of course descr ibes the r esults achieved 
elsewhere. I t notes that FinTechs in the US have been 
propelled by pr ivate funds on a pure market investment 
basis, whi le FinTech developments in the UK, Singapore 
or  Austr al ia r ather  involved a strong dose of 
government pol icymaking.

The repor t, last but not least, descr ibes the status of 
Hong Kong on the international scene.

COMPETITORS, CHALLENGES, 
RESULTS ACHIEVED 

ELSEWHERE, NOT TO FORGET 
THE POSITION OF HONG KONG 

ON THE INTERNATIONAL 
SCENE.
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?Hong Kong has a large financial sector which 
contributes 18% of its GDP and employs 220,000 people 
or 6% of the workforce. There has been a recent surge in 
FinTech start-ups, with about 160 entrants although most 
are still very small, and there is an active 
accelerator/incubator scene, with the Cyberport 
providing dedicated co-working space [? ] A successful 
FinTech Week during November 2016 [which] provided 
further momentum. However, as a whole, Hong Kong?s 
FinTech is still at an emerging stage, not commensurate 
with its stature as a financial centre.?

?The Financial Secretary?s 2016/17 Budget introduced a 
number of measures to support FinTech. These included, 
a dedicated FinTech team under InvestHK; more 
incubator support for FinTechs at Cyberport; dedicated 
platforms at the financial regulators including the 
HKMA, the Securities and Futures Commission (SFC) and 
the Office of the Commissioner of Insurance (OCI, to be 
replaced by the Independent Insurance Authority) to 
enhance communication with the Fintech community; a 
cybersecurity programme; and exploration of the 
potential of blockchain technology for financial services. 
Accordingly, in March 2016, the HKMA established its 
FinTech Facilitation Office, and other Hong Kong 
financial regulators created their own FinTech units. In 
September, the HKMA announced a Fintech Supervisory 
Sandbox,27 albeit only for incumbent banks. A 
HKMA-ASTRI FinTech Innovation Hub was announced in 
November 2016.? 

A need t o focus

The repor t also ver y clear ly insists that Hong Kong should 
conduct robust FinTech promotion policies by focusing 
future developments on ?ser v[ing] B2B relationships? and 
must invest in i ts major  str engths, i .e. i ts leading posi tion 
as a f inancial hub in r elation to international banking, 
forex tr ading, electronic payments and tr ansactions, 
notably as far  as offshore RMB deals are concerned.
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?[? ]to have any chance of competing w ith and i f  
possible over taking other  centres, i t must focus. Hong 
Kong should not tr y to be a FinTech general ist but 
should focus on key areas w ithin FinTech and bui ld i ts 
r eputation and exper tise based on i ts strongest 
advantages and most promising oppor tuni ties?.

In other  words, ?Hong Kong must posi tion i tself  ?as a 
landing pad for  FinTechs eyeing r egional oppor tuni ties, 
as a market for  FinTechs providing business-to-business 
(B2B) ser vices, and as a launch pad for  Mainland 
FinTechs seeking international expansion?. Plain and 
simple.

As a sensible business plan, the FSDC ?Future of Fintech in 
Hong Kong? repor t therefore l ists f ive areas on which 
policymakers must focus.

- Cyber secur i t y: w i th an objective of creating ?a 
more dynamic and connected cybersecur i ty 
ecosystem? based on a ?major? government-funded 
Cybersecur i ty Centre r esponsible for  conducting 
r esearch, development, education and tr aining on 
the matter.

- Paym ents and secur i t i es set t l em ent : to ?secure 
and expand? Hong Kong?s role as a settlement hub 
for  payments and secur i ties tr ansactions between 
the wor ld and Mainland China.

- Digi tal  ID and KYC ut i l i t y: to become a leader  in 
the f ield of customer  identi ty ver i f ication and KYC 
(Know  Your  Customer ) which is descr ibed as ?a 
major  burden for  the f inancial sector  as well  as a 
major  bar r ier  to FinTech development?. As per  a 
business plan, the r epor t identi f ies the issue as ?an 
oppor tuni ty for  a FinTech solution?.
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- Weal thTech and Insur Tech - data analyt i cs, 
autom at ion and AI : the FSDC sees tr emendous 
potential in the f ield of robo-advisor y (i .e. 
automated f inancial advice), big data and Ar ti f icial 
Intel l igence, as well  as in the possibi l i ty to fur ther  
develop the ci ty?s major  wealth management and 
insurance exper tise through the suppor t and 
development of computer ised and algor i thmic 
tr ading r elated to FinTechs, WealthTechs, 
InvestTechs and InsurTechs.

- RegTech: In a r elated way, the r epor t points at 
Regtechs as being a key pr ior i ty for  Hong Kong. 
Consider ing the high level of r egulation 
(KYC/AML/CTF and capital r egulations) imposed on 
banks, given the standing of Hong Kong?s 
regulator s on the matter , and consider ing the 
signi f icant presence of r egional f inancial 
insti tution and other  business headquar ter s in the 
ci ty, the FSDC sees technology as ?an oppor tuni ty to 
develop r egional RegTech solutions, and to become 
a model for  the r egion? by demonstrating ?their  
leadership by car ving out an appropr iate 
r egulator y r egime for  FinTech, and by developing 
the application of technology to r egulator y 
compliance?. Ambitious programme. 

All  in al l , the FSDC ?Future of Fintech in Hong Kong? 
repor t which has largely been summar ised as pointing at 
the weaknesses of Hong Kong on the Fintech scene is 
therefore r eal ly al l  about str ategy and about creating 
incentives for  i ) capaci ty-bui lding and i i ) for  drastical ly 
pictur ing Hong Kong as a leader , from a Mainland, 
r egional and international per spective.

At the basis of this str ategy, ver y clear ly, is the idea of 
creating a ?FinTech ecosystem? through the bui lding of 
?faci l i tative r egulation that r ecognises and suppor ts 
digi tal approaches to f inancial activi ties?. In r eal i ty, the 
r epor t is ver y much in l ine w ith the f i r st Steer ing Group?s 
repor t which, as a r eminder , mentioned capaci ty 
bui lding, attr activeness, one-stop shop oppor tuni ties, 
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promotion and faci l i tation, as well  as blockchain and 
KYC/AML and Regtech applications.

Hence, the FSDC recommends the creation of an 
autonomous FinTech Off ice w ith ?suff icient stature and 
resources? capable of implementing and monitor ing the 
policy whi le being in charge of stimulating the 
development of FinTech policy in Hong Kong through the 
coordination of ?relevant public sector  ini tiatives and 
policies? whi lst ?act[ing] as a channel for  pr ivate sector  
input into the policy process?. The repor t also r equests the 
creation of ?an Advisor y Committee of FinTech exper ts to 
help monitor  the evolving FinTech ecosystem in Hong 
Kong? capable of ?identi fying issues and blockages as 
these ar ise?.

The FSDC insists (and rei terates), impor tantly, that ?this 
str ategy needs to be pursued w ith energy and vision? and 
descr ibes the overal l  effor t as ?a major  statement of Hong 
Kong?s intent to be a r egional, even global, FinTech 
centre?.

The FSDC insists, also, on the necessi ty to overcome 
bar r ier s to the development of FinTech, including a lack 
of demand, a lack of technological capabi l i ty and 
f inancial r egulation constr aints. Again, for  better  
eff iciency and increased tr ansparency, quoting the r epor t 
makes sense: 

?Demand. FinTechs, whether local or overseas, need 
customers. For B2C FinTechs, Hong Kong?s 
consumer market (retail customers and SMEs) is 
unpromising ? except in respect of asset and wealth 
management. With 7.3 million people, the market is 
small ? the customer base is large, but Hong Kong?s 
financial institutions are mainly headquartered 
elsewhere; key purchasing decisions are taken in 
London, Zurich, New York or Beijing, leading to a 
challenging sales cycle?.

?Technological capability. This is the ?Tech? part of 
FinTech. Hong Kong?s Information and 
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Communications Technology (ICT) sector employs 
over 80,000 people (including internal IT staff within 
enterprises), and contributes 6.6% of GDP. However, 
Hong Kong has historically been more of a buyer 
and adapter of technology developed elsewhere than 
a technological innovator. International technology 
firms do more marketing than development work in 
Hong Kong. Some of Hong Kong?s universities have 
strong science and technology faculties, but are less 
strong at developing business-useable applied 
research?.

?Financial r egulation. Hong Kong f inancial 
r egulation is ver y much based on tr adi tional 
business models w ith dedicated r egulator s for  
banking (the HKMA), secur i ties (the SFC), 
insurance (the OCI/IA), and pensions (the 
Mandator y Provident Funds Schemes Author i ty, 
MPFA). Separate r egulations govern the 
insti tution-types, w ith approaches to KYC, AML and 
international r egulator y r equir ements such as 
FATCA and the Common Repor ting Standard (CRS) 
not necessar i ly standardised. Regulator y processes 
tend to be paper -based, r equir ing physical 
ver i f ication of documentation. KYC/cl ient 
onboarding r equir ements involve face-to-face 
meetings and lengthy analysis of cl ient f inancial 
needs and the tr end has been worsening. I t has 
become ver y di f f icult in r ecent years for  any new  
enterpr ise to open a bank account due to increased 
AML/KYC requir ements. None of this is helpful to 
FinTech. FinTech business models may cut across 
tr adi tional business l ines, and are online r ather  
than based on paper  and physical meetings?.

AN OPPORTUNITY TO 
MODERNISE THE SYSTEM.
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 V |  So... 

In conclusion, i t is interesting to note that ? when 
discussing FinTech and the FSDC ?Future of FinTech in 
Hong Kong? repor t ? the most common idea consists in 
r epeating or  quoting the r epor t?s conclusion that ?From a 
long-term developmental standpoint, Hong Kong is ver y 
strong in ?Fin?, but not strong in ?Tech??. Much more 
interesting, however , would be to note that in r eal i ty the 
r epor t is not just about pointing at Hong Kong?s weak 
posi tion on FinTechs. To the exact contrar y, the r epor t is 
ver y clear ly about str ategic pol icymaking, about looking 
for ward, and about bui lding on the ci ty?s existing 
str ength (f inance) to give Hong Kong a leadership 
posi tion in the FinTech competi tion.

The FSDC repor t mainly pur sued the dir ections provided 
progressively w ithin the var ious FinTech policy outputs 
r el ied upon by the local Hong Kong government. The 
Steer ing Group?s output suggested that effor ts needed to 
be made, the 2016/2017 Budget Speech began 
implementing the Steer ing Group?s recommendations 
and ini tiated the dynamic, whi le the 2017/2018 Budget 
Speech provided a for ward-moving ?where do we stand? 
analysis of the progress made on the matter. Less than 
two years later , the FSDC repor t is therefore the 
continui ty of the work commenced by Hong Kong?s 
policymakers, and provides a road-map for  fur ther  
developments which could signi f icantly push one of Hong 
Kong?s sensible f inancial projects, in paral lel for  instance 
to the development of a Bond Connect w ith Mainland 
China.

Even more interesting is the idea that the r epor t ver y 
much looks l ike a business plan. A proper  business plan 
aimed at promoting Hong Kong as an inf luential r egional 
and international FinTech hub. The FSDC repor t is 
essential ly what the business community would 
commonly cal l  a SWOT Analysis ? understand: Str engths, 
Weaknesses Oppor tuni ties, Threats. The repor t talks 
about competi tion, descr ibes the other  FinTech-sensi tive 

A PROPER BUSINESS PLAN 
AIMED AT PROMOTING HONG 
KONG AS AN INFLUENTIAL, 

REGIONAL AND 
INTERNATIONAL FINTECH 

HUB.
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countr ies as competi tor s. And, last but not least, i t 
provides the public author i ties w ith a major  str ategic 
plan, which includes both a l ist of precise focus points 
and recommendations for  i ts implementation and 
monitor ing.

The point is wor th mentioning here because i t suggests 
that when this is necessar y, proactive policymaking can 
be put into place, so as to encourage and create incentives 
for  innovation. Whi le pol icy in the f inancial ser vices 
sector  these days ? not to say years ? has mainly consisted 
in control l ing, r estr icting and mitigating r isk, i t is 
interesting to see that other  methods of governance also 
exist.

To go fur ther : the FSDC repor t is avai lable at:
https://goo.gl/inF83T 
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