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LEGISLATIVE COUNCIL BRIEF

IMF – FINANCIAL SECTOR ASSESSMENT PROGRAMME 
HKSAR Responses to Financial System Stability Assessment

INTRODUCTION



This note informs Members of the key findings and recommendations of the IMF-Financial Sector Assessment Programme (FSAP) Mission and the Administration’s responses to such recommendations.

Background

2.

In February 2002, the Financial Secretary approved HKSAR’s participation in the FSAP in the second half of 2002.  The FSAP is a joint IMF-World Bank programme.  It provides a diagnosis of the development needs of a member jurisdiction (particularly in respect of the safety and soundness of its financial system), thereby helping to enhance the member’s ability to reduce the likelihood and/or severity of financial sector crises.  The FSAP is an important exercise which would have potential implication on Hong Kong’s reputation as an international financial centre.

3.

The FSAP Mission visited Hong Kong twice in October and December 2002.  After the completion of the FSAP assessment on Hong Kong, the FSAP team has compiled a summary report called the Financial System Stability Assessment (FSSA) at Annex A. The FSSA was subsequently discussed and endorsed at the IMF Executive Board Meeting on 16 May 2003. As with most other major economies which have completed this process, the Government has consented to IMF’s publication of the FSSA which is placed on the Financial Services and the Treasury Bureau (FSTB)’s website [http://www.info.gov.hk/fstb/fsb/report/index.htm.] today. 

ASSESSMENT IN THE FSSA

4.
A summary of FSAP’s assessment is attached at the Annex B. The overall assessment in the FSSA for Hong Kong is positive and balanced.  It commends that - 

(a) the financial system of Hong Kong is resilient, sound and overseen by a comprehensive supervisory framework.  The financial system has shown strong resilience both in the face of external shocks and during the cyclical downturn;

(b) the financial markets are well developed, liquid and efficient, providing a wide range of products and services;

(c) the market infrastructure comprises the necessary components to support the efficient functioning of the financial markets.  The payment systems, in particular, are efficient and support the operation of the wholesale markets for money, foreign exchange and securities transactions; and

(d) the supervisory system is well developed by international standards, which is characterised by transparent regulations, a strong reliance on the rule of the law and free and competitive markets.

5.

However, the FSAP Mission has also expressed concerns about the roles of certain authorities overseeing the financial markets and the coordination and transparency of the financial stability policy. Where appropriate, the Government has taken steps to address FSAP’s concerns.  These include reviewing the institutional arrangement for the IA, improving the transparency of the financial stability policy framework by publishing the terms of reference of the Council of Financial Regulators and the Financial Stability Committee, and publishing an official document to delineate clearly the  roles and responsibilities of FS and SFST in relation to the management of financial affairs and public finance.  For the latter, the document has been published  on the FSTB’s website [http://www.info.gov.hk/fstb/fsb/report/index.htm]. This would also serve the purpose of informing LegCo of the outcome of our review on the division of responsibilities between FS and SFST, and the related issue of the definition of FS under the Interpretation and General Clauses Ordinance (Cap. 1), which is an undertaking we made to the Panel of Financial Affairs in March 2003 in light of the recommendation of the Panel of Inquiry on the Penny Stock Incident. 

PUBLICITY

6.

We have today (27 June) issued a press release and  put the FSSA on FSTB’s website for public information.  A spokesman will be made available to answer enquiries from the media.

 ENQUIRY

7.

Enquiries on this brief can be directed to Miss Joanne Chu, Assistant Secretary for Financial Services and the Treasury (Telephone no. 2528 9050)
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