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Digitalization Transformation of the Regulatory
Infrastructure of Hong Kong’s Financial Markets is
Gaining Momentum

Hong Kong continues to forge ahead in digital
transformation through strategic initiatives designed to
harness advanced regulatory infrastructure for
economic development and enhanced market efficiency.

Strengthening Data Infrastructures

The recent Data Summit 2025, jointly organized by the
Hong Kong Monetary Authority (HKMA) and the Hong
Kong Association of Banks (HKAB), gathered around
800 senior executives from government bodies, financial
institutions, and technology sectors. The Summit
highlighted the critical role of data infrastructure in
enhancing trade finance, supporting SME lending, and
optimizing supply chains.

The HKMA showcased developments in the Commercial
Data Interchange (CDI) infrastructure, which utilizes
blockchain technology and smart contracts to enable
secure, seamless, and paperless information exchange
across various trade and cargo supply chains. Initiatives
such as the Project Cargo*, which enhances digital
ecosystem for trade finance, the Port Community
System, which effectively uses cargo data to verify trade
authenticity, open government data initiatives in
collaboration with the Government’s Digital Policy Office
and the Commerce and Economic Development Bureau
as well as the Shenzhen-Hong Kong cross-boundary
data validation platform — all work together to empower
businesses and banks to streamline financing
processing and credit risk management, strengthen
interconnectivity and unlock the potential of both
traditional and alternative data for these entities. These
advances align with Hong Kong’s strategic positioning
as a global hub for finance, trade, and logistics.

Introduction of the HKEX s Issuer Access Platform

In line with modernizing its market infrastructure, Hong
Kong Exchanges and Clearing Limited (HKEX) is rolling
out the Issuer Access Platform (IAP) starting in early
2026, with a pilot phase in late 2025. The IAP offers
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a secure, centralized online platform for listed issuers
and their advisers to submit regulatory announcements,
correspondence, and compliance documents, replacing
the current email correspondence and e-Form
submissions through the e-Submission System (ESS).

This digital platform allows the making of case-related
submissions and responding to HKEX’s enquiries and
comments, update to an issuer’s corporate events,
positions and other information and filing of all
information required by the existing e-Forms.

By centralizing issuer communications, the IAP will
facilitate faster, more transparent interactions between
issuers and the Exchange, benefiting investors with
timely corporate disclosures. The initiative supports
HKEX’s goal of enhancing the digital experience and
compliance infrastructure for issuers in Hong Kong'’s
capital markets.

Virtual Asset Trading - SFC Standards for VATPs

The Hong Kong Securities and Futures Commission
(SFC) has further published its expected minimum
standards for custody of client virtual assets to all
licensed virtual asset trading platforms (VATPs), with
examples of good practices, covering senior
management responsibilities, client cold wallet
infrastructure and operation, use of third-party wallet
solutions, real-time threat monitoring and others.

The expected minimum standards were published
following multiple cybersecurity incidents at overseas
virtual asset platforms that resulted in significant client
asset losses, exposing risks to custody, weaknesses in
wallet infrastructures and controls that include
compromised third-party wallet solutions, insufficient
transaction verification processes and inadequate
access controls of approval devices.

These standards govern all virtual asset activities under
SFC supervision, including stablecoin trading, and are
designed to manage emerging risks while enabling
innovation in digital asset markets. The regulatory
framework ensures that VATPs operate with
transparency and sound risk management, reflecting the
SFC’s commitment to safeguarding investors and
supporting healthy market development.



Stablecoins Market Developments and Regulatory
Outlook

Following the introduction of a clear licensing and
prudential regulatory framework, significant progress
has been observed in Hong Kong’s stablecoin market.

The SFC and the Hong Kong Monetary Authority (HKMA)
issued a joint statement on August 14, 2025, addressing
recent market movements related to stablecoins. They
noted abrupt fluctuations in the market that appear to
follow corporate announcements, news reports, and
social media posts regarding stablecoin issuer licenses
and related activities in Hong Kong.

The HKMA reiterated its robust and prudent approach in
considering applications for stablecoin issuer licenses,
emphasizing that interest or application does not
guarantee approval. The granting of licenses will depend
on meeting the established licensing criteria.

The regulators urged the public to exercise caution and
conduct thorough research before making investment
decisions based on market hype. They highlighted the
potential for irrational decisions during periods of
heightened volatility, which could expose investors to
undue risks. Market participants are reminded to
communicate responsibly and avoid misleading
statements.

To protect market integrity, the SFC’s market
surveillance team will closely monitor trading activities
and take strict action against any manipulative practices.
SFC CEO Julia Leung and HKMA CEO Eddie Yue both
stressed the importance of clear-mindedness regarding
investment risks and the high standards for stablecoin
licensing, reinforcing that only a limited number of
licenses will initially be granted.

Hong Kong’s integrated approach to digitalization
through regulatory infrastructure, deploying new
regulatory platforms, and establishing comprehensive
standards for virtual asset and stablecoins trading
strengthens market surveillance and ensures market
efficiency, investor protection and long-term stability.
These initiatives decisively position Hong Kong as a
leading digital finance hub in the region, benefitting
issuers, investors, and the broader economy alike.
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Updates on The Stock Exchange of Hong Kong
Limited’s Headline Categories regarding
Nomination Committee Changes and Compliance

The Stock Exchange of Hong Kong Limited (the
Exchange), a wholly-owned subsidiary of Hong Kong
Exchanges and Clearing Limited (HKEX), has recently
updated its Headline Categories to enhance
transparency and efficiency in regulatory disclosure,
especially with respect to the nomination committee and
related compliance obligations for listed companies.

The Headline Categories serve as the classification
system for announcements and documents published
by listed issuers on HKEX'’s platform, making it easier for
stakeholders to locate critical information relevant to
corporate governance and decision-making.

As part of this update, the Exchange has introduced or
revised headlines specific to changes involving the
nomination committee, namely “Change of Nomination
Committee Member” and “Non-compliance with
Nomination Committee Requirements”. The introduction
is in alignment with the evolving requirements of the
Corporate Governance Code, which places increasing
emphasis on board diversity, transparent appointment

processes, and the accountability of nomination
committees.

The categorization helps regulators and investors
monitor whether companies are meeting the expected
standards of governance, including procedures for
nominating and appointing board members, succession
planning, and compliance with independence and
diversity policies.

The changes reflect HKEX's ongoing commitment to
raising the standards of market transparency and board
oversight in Hong Kong’s financial markets, ensuring
that stakeholders can easily track significant
developments, are aligned with international best
practices in governance, further enhancing investor
confidence in the robustness of Hong Kong’s regulatory
environment.
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The Stock Exchange of Hong Kong Limited Updates
Guidance Materials to Reflect Expansion in
Paperless Listing Regime
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The Stock Exchange of Hong Kong Limited (the
Exchange), a wholly-owned subsidiary of Hong Kong
Exchanges and Clearing Limited (HKEX), has updated
its guidance materials to advance the paperless listing
regime, reducing reliance on physical documentation
and digitalizing listing processes. Released in July 2025,
the enhancements cover listing applications, ongoing
compliance, and shareholder meetings, reinforcing
HKEX’'s commitment to technology-driven market
innovation.

Issuers are now encouraged, and in some cases
required, to adopt electronic communication, filing, and
dissemination. For general meetings, issuers should
maximize information technology use by providing
notices, circulars, and proxy forms electronically where
legally permitted, facilitating timely and convenient
shareholder access.

These changes coincide with amendments to the Main
Board and GEM Listing Rules that formalize electronic
filing as standard and outline transitional provisions.
HKEX FAQs clarify technical and legal issues related to
electronic communications, digital signatures, and proxy
validation.

Key obligations for issuers

e Sending a one-time notification to securities
holders (hard copy/electronic) before adopting
new dissemination arrangements, soliciting
electronic contacts, and informing holders how
to request hard copies. Ongoing disclosure on
websites is required.

e Hong Kong incorporated issuers may use
implied consent for website dissemination,
complying with amended Companies Ordinance
(Cap. 622) provisions. Dissemination rules
primarily to registered holders; beneficial
holders in CCASS communicate via
intermediaries but may notify issuers through
HKSCC.

e Providing printed corporate communications
upon holders’ request, whereby hard copy
preferences as valid unless revoked.

¢ Defining “actionable corporate communications”
such as dividend election forms, rights issue
applications, takeovers, share buy-backs,
employee shares and provisional allotment
letters that require holders’ instructions,
excluding general meeting notices and proxy
forms, with holders able to subscribe to
electronic alerts for other notices.

e Enabling electronic receipt of meeting and non-
meeting instructions via flexible mechanisms, in
forms such as email attachments, tailor-made
online platforms, or other electronic means.

o Verifying electronic instructions at issuers’
discretion, recommending legal advice on
authentication and data privacy regarding
scanned or electronic signatures, if necessary.
Proxy-related electronic instructions may
require further identity proof.

e Providing both electronic and non-electronic
payment methods for corporate action proceeds
and subscription monies.

e Permitting physical, hybrid, or virtual general
meetings, ensuring shareholder rights to speak
and vote, with arrangements for real-time
interaction and question submission aligned
with regulatory guidance.

To note that electronic submission applies only where
permitted by law, for documents that must be executed
in hard copy such as powers of attorney, issuers should
provide appropriate submission mechanisms.

For now, both hard copy and electronic options should
be provided currently to accommodate all securities
holders and may be changed to electronic-only when it
reflects majority preferences. These measures
streamline administration, lower costs, and enhance
shareholder engagement, positioning Hong Kong as a
leading, sustainable, and digitally advanced financial
center.

Convening General Meetings

The Listing Rules also allow issuers to hold physical,
hybrid, or fully virtual general meetings, ensuring
flexibility to meet shareholders’ needs. Issuers must
guarantee all members’ rights to speak and vote in
virtual meetings. That is, only allowing pre-submitted
electronic  questions is insufficient, real-time
participation, including listening, speaking, and
submitting questions orally or electronically, is necessary.
The Companies Registry recommends technology that
supports real-time oral and typed questions via
dedicated platforms. Issuers should also provide notices,
circulars, and proxy forms electronically where legally
permissible to enhance shareholder engagement.
Reasonable arrangements for virtual attendance,
secure electronic voting, and digital authentication are
required.

In all, these measures streamline administration, lower
costs, and enhance shareholder engagement, enforces
Hong Kong’s leadership in corporate governance that
safeguards all shareholders’ rights.

ERRGREEMERADEMIESI MR ESTRL
LR

EEXGRERMBRAT (EEXH) NERKE
REERREXHAARRE) (B EEHIESIM

4



B PUER TR ETHE, B X LSRR,
HF LW, EFMIESIT 202567 A&, #HEL
WHE. FEAGNEREKRS, BUBZY RIS
T A IR KA

REXMEMETAERERATER, XARFEM.
XHRZXMESELE. ITRERS KITARRTH
MARMZA, AEFEATFHNELTUETHRMERE
M. BRMBERERRE, UBRRKREENEREDRI

>
58,

FRE IR ETRNE R EHABEAETT, XEEIT
EXREFRZAS AFIOETF S R B L. Bk
FAEBRBREBESETEN. HFERMRERIE
AR ARMEFERE B

RITAHIEEX S

o AXAFMNEEEBRHN, MIESHEALR
E—RMEA (RAET) A8 TERKRER
& FERFEAMEBERRRE R, FiH5E
M EIREERXER,

o FEIMMRTANETFTEBITEN (AS&EH)
(0 622 1) T X M5 & &R MR TRENTR.
FERANETEEATEZBLNFEA, Edd
REERGNIHZRAEATEEPNFEL, B
BEEBPRAEEBENEITA.

o REFHBEANBREHEAATEM, FHH
RAFREED, BRIEWHE,

o WEUHXBITHASEM, MRS HIERE
AR, MRS ATHEREHRIFRE. KA.
BB EMEEENRE. R TR R
EfFBMS XEHFHAEANIETR, FEHE
BRERSBMEZERERRE, FHATITH
HABAMAYE TR

o AVBERBMNHUE T ARNERSWEIE
KWIET, BRENBETHMARG. BEXME
FaSAMEBET I,

s RELATANRIELFIHERNAR, LENT
KERBNUHRIHRILRBIERTL, LH
REBEXNBETIERIEBTRE DN IMIE
.

o RUBTRIFBFHINATRXNMUIMNATTH
TR INTEFRIN o

FER, ETRXNEZEATNBEATER, MTH
AABATERAINTHXM (IR B) . RITARREMR
& & H R AL

BAl, NEMNEEEARSEFERNEEREILSRHE
ABBR, FTERRZBEEFEIAALETHN, XLE
B TRER, BREAER BERRESS, BEER
ERLATEN. THENBFERFD.

GITRFA S

EFHNEAFEITARETERE. BEHTE EMNK
FRZ, URERBERRBER. KTADTHRAE R
REFBMPRWPEZF LS RKEN. (RAFMERIH
BYRBAFAER, SIRHLNSENRH, BiFE
HERFES LRI, A5 EMAKSHFITRALMNER
BRL. /A~ SLEMAEEIE AN OKRE TRAR
BB EAYBEFSFREHT. RITANEEER
WHBATUETHTRNBAM. KBREZERREE,
PUBRRARSS. RITATKHRE SR EMHE.
RENBTRERBFTSHEILRAE.

BAms XEEREACTHEE BERK, B3k
555, BUBBECWAREPNASHDA, R
AR BRI

Source KJE:

https://www.hkex.com.hk/-/media/HKEX-
Market/Listing/Rules-and-Guidance/Other-Resources/Listed-
Issuers/Practices-and-Procedures-for-Handling-Listing-
related-Matters/gm_guide.pdf
https://en-rules.hkex.com.hk/rulebook/update-no-149

https://en-
rules.hkex.com.hk/sites/default/files/net_file store/fag-10.pdf

https://en-
rules.hkex.com.hk/sites/default/files/net_file store/fag-16.pdf

Hong Kong Securities and Futures Commission and
The Stock Exchange of Hong Kong Limited Launch
First-Ever Joint Disciplinary Action Against Listed
Company Directors to Enforce Cooperation in
Investigations

In August 2025, the Hong Kong Securities and Futures
Commission (SFC) and The Stock Exchange of Hong
Kong Limited (SEHK) jointly launched their first-ever
disciplinary action against directors of a listed company
for failing to cooperate in investigations.

This unprecedented action underscores the strategic
collaboration in regulatory enforcement between Hong
Kong'’s two principal financial regulators as they work to
strengthen market integrity.

The case concerns two former directors of TOMO
Holdings Limited, Ms. Ma Xiaogiu and Mr. Jin Lailin.
Both individuals were subject to investigations by the
SFC and the SEHK regarding possible contraventions
under the Securities and Futures Ordinance (SFO) (Cap.
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571) and breaches of duties and obligations under the
Listing Rules.

As part of its investigation, the SFC issued statutory
notices under section 183 of the SFO, requiring both Ms.
Ma and Mr. Jin to provide information and documents
relevant to the inquiry. However, neither director
responded to the SFC’s requests for cooperation. Under
the Listing Rules, all directors of listed companies are
obligated to fully cooperate with both the SFC and the
SEHK in any investigative matters. The Listing
Committee ultimately found that the two directors had
committed serious breaches by neglecting this
fundamental duty. As a result of this joint action, the
SEHK publicly censured both former directors, ruling
that they are now deemed unsuitable to occupy
positions as directors or within senior management at
TOMO Holdings or any of its subsidiaries.

This strong outcome underscores the zero-tolerance
stance both regulators are taking toward non-
cooperation in regulatory investigations. SFC Executive
Director of Enforcement, Christopher Wilson,
emphasized that the failure of directors to cooperate with
investigations fundamentally undermines the
effectiveness of both regulatory oversight and investor
protection. Similarly, the Hong Kong Exchanges and
Clearing Limited’s Head of Listing Regulation and
Enforcement, Catherine Yien, highlighted the
importance of cooperation by noting that the orderly,
informed and fair functioning of Hong Kong's securities
market depends on the active engagement of issuers
and their directors with regulatory authorities.

This disciplinary action represents the strategic
partnership between the SFC and SEHK, signaling a
commitment to leveraging their combined powers and
resources to deliver robust enforcement outcomes. The
regulators made clear that directors cannot evade
accountability by simply stepping down and that there
will be serious consequences for those who avoid this
responsibility. This joint approach is intended to deter
future misconduct and assure the investing public that
Hong Kong’s capital markets will be rigorously
supervised in the interest of maintaining market integrity
and investor confidence.
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The Hong Kong Exchanges and Clearing Limited
Implements Phase 1 Minimum Spreads Reduction to
Enhance Trading Efficiency

In August 2025, the Hong Kong Exchanges and Clearing
Limited (HKEX) implemented a significant change to the
trading mechanism by reducing the minimum trading
spread. This initiative aims to enhance the overall
efficiency of trading on the Hong Kong market.
Specifically, the reduction of minimum spreads is
intended to foster tighter bid-ask spreads, which in turn
is expected to improve price discovery and liquidity in
the market. Additionally, this change is part of HKEX’s
broader strategy to maintain Hong Kong’s
competitiveness among global financial hubs while
ensuring the market operates in a robust and orderly
fashion.

The scope of the minimum spread reduction applies
broadly to all securities traded on the SEHK, including
equities, real estate investment trusts (REITs), and
equity warrants. However, certain securities are
excluded from this scheme, namely Exchange Traded
Products (ETPs), debt securities, Exchange Traded
Options (ETOs), and Structured Products. These
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excluded categories will continue to be governed by their
existing minimum spread requirements.

To implement this, the HKEX introduced a revised
spread table, known as Spread Table Code 01, which
covers most affected securities. The new table
prescribes tighter minimum spreads across various
price bands. For Structured Products, a newly created
Spread Table Code 06 has been introduced, which
maintains a graduated spread format but separates their
administration from regular securities.

The timeline for this scheme’s implementation involved
several preparatory steps. A market rehearsal was
conducted on June 21, 2025, which allowed Exchange
Participants (EPs) to assess system readiness and
make necessary adjustments. Following this, an
optional Post Release Test was held on 2 August 2025,
enabling EPs to validate their trading environments with
the new spread arrangements before the full rollout. The
official launch of the reduced minimum spreads took
effect on 4 August 2025.

From a regulatory perspective, amendments were made
to Chapter 5 (Trading) of the Rules of the Exchange to
formalize the new spread structure and quotation rules.
For most securities, this price limit is set at 5% of the
reference price, while for ETPs it is 3.5%. This hybrid
approach defines the allowable price range for orders
and off-exchange trades, where the greater or lesser of
24 spreads or the limit of 5% of the reference price to
curb excessive price volatility. To note that the
longstanding “9-time rule,” which restricts opening
quotation deviations under 9 times or more from the
nominal price, remains in force. These regulatory
adjustments seek to balance tighter trading increments
with protections against disorderly price movements.

Tighter minimum spreads are likely to reduce
transaction costs, making trading more cost-efficient for
both institutional and retail investors. Enhanced liquidity
may also emerge as participants engage more actively.
This marks a progressive step towards enhancing
market efficiency and competitiveness. By tightening
spreads and updating regulatory safeguards, the Hong
Kong market is better positioned to meet the evolving
needs of investors while supporting an orderly trading
environment.
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The Stock Exchange of Hong Kong Limited
Concludes Consultation on IPO Price Discovery and
Open Market Requirements and Launches Further
Consultation on Ongoing Public Float Proposals

On August 1, 2025, The Stock Exchange of Hong Kong
Limited (the Exchange) published its conclusions from
the December 19, 2024 consultation on optimising initial
public offering (IPO) price discovery and open-market
requirements. The Exchange announced amendments
to the rules effective from August 4, 2025, implementing
most of the consultation proposals, with modifications,
and invites further submissions on the ongoing public-
float proposals by October 1, 2025.

Enhanced Offering and Allocation Framework

The Exchange has revised its IPO offering mechanism
to enhance the role of price-setting bookbuilding
investors while introducing clearer, tiered public-float
thresholds. Key changes include a mandatory minimum
allocation of at least 40% of shares initially on offer to
the bookbuilding placing tranche, down from a
previously proposed 50%.

Issuers now have the option to choose between two
public-subscription allocation mechanisms:

1. Mechanism A: Starts with a 5% allocation to the
public-subscription tranche and includes a
clawback mechanism that allows for increased
allocations based on demand, now capped at
35%.

2. Mechanism B: Provides a fixed initial allocation
of at least 10% with no clawback, allowing for a
public-subscription allocation of up to 60%
depending on demand and the bookbuilding
allocation.

This flexibility aims to optimise price discovery and
ensure adequate market participation.

Tiered Initial Public-Float Threshold and Initial Free-
Float Requirements

The Exchange implemented a tiered initial public-float
regime for newly listed shares, applicable to all issuers
except those under bespoke categories. The tiers are
structured as follows:

o Tier A: 25% for expected market values up to
HK$6 billion.

e Tier B: The higher of 15% or a percentage
equating to HK$1.5 billion for values overHK$6
billion and less than or equals toHK$30 billion.

e Tier C: The higher of 10% or a percentage
equating to HK$4.5 billion for values over
HK$30 billion.

Additionally, a new initial free-float requirement
mandates that a portion of the listed shares must be held
by the public and not subject to disposal restrictions.
This can be achieved by either:

1. Holding at least 10% of the class with an
expected market value of at least HK$50 million,
or

2. Maintaining an expected market value of at least
HK$600 million.

For PRC issuers with other listed shares (e.g., A+H
issuers with single class of share), specific rules apply,
requiring H shares to represent either 10% of the total
issued shares or have an expected market value of at
least HK$3 billion.

Placing, Spread, and Cornerstone Lock-ups

The Exchange will remove the prescriptive minimum
placee-spread guideline while retaining the obligation for
issuers to demonstrate an adequate spread of holders
in the placing tranche. The existing Allocation Cap,
which restricts the extent of public-subscription
allocations after reallocation or over-allocation, will
remain in place. Additionally, the six-month regulatory
lock-up on cornerstone investments will be maintained
without adopting a staggered release approach.

Pricing Flexibility and Other Proposals

The Exchange has opted not to implement the proposed
upward pricing flexibility, which would have allowed
issuers to set final IPO prices up to 10% above the
indicative price post-prospectus publication. This
decision was influenced by feedback indicating
operational complexities and potential impacts on price
discovery.

Further Consultation: Ongoing Public-Float Regime,
Disclosures, and Enforcement

The Exchange has launched a second-stage
consultation focusing on ongoing public-float
requirements. Key proposals include:

e An |Initial Prescribed Threshold, requiring
maintenance of the public-float percentage
established at listing (typically 25% or a lower
percentage).

e An Alternative Threshold, permitting issuers
with large market capitalisations to maintain an
ongoing public float of at least HK$1 billion in
market value and at least 10% of issued shares.



PRC issuers with other listed shares would be subject to
bespoke ongoing thresholds, requiring H shares in
public hands to have a market value of at least HK$1
billion or represent at least 5% of the class.

Issuers will be required to confirm compliance with the
applicable ongoing public-float threshold in monthly
returns and annual reports. Enhanced reporting
obligations will include market value and percentage
disclosures for those relying on market-value limbs.

Consequences for Shortfalls

Issuers will need to publish an initial announcement
within one business day of becoming aware of a public-
float shortfall and provide monthly updates until
restoration. While trading will not be suspended solely
due to a shortfall, a special stock market will be applied
to identify issuers with a "Significant Public Float
Shortfall." Such issuers must restore compliance within

18 months (12 months for GEM issuers) or face delisting.

Listed and prospective issuers must align IPO strategies
with the 40% minimum bookbuilding allocation and
confirm compliance with new public-float and free-float
thresholds early. Issuers using the Alternative Threshold
should monitor market capitalization and ensure
compliance disclosures. Multinational and PRC issuers
must coordinate cross-jurisdictional disclosures and
compliance due to market-value thresholds and volume-
weighted average price methodology.
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Hong Kong Financial Services and the Treasury
Bureau Launches Public Consultation on
Strengthening Licensed Money Lenders Regulation
to Address Excessive Borrowing

In June 2025, the Hong Kong Financial Services and the
Treasury Bureau (“FSTB”) released the Public
Consultation Paper on Strengthening Regulation of
Licensed Money Lenders, aiming to address the issue
of excessive borrowing, promote more responsible
lending by licensed money lenders, and enhance the
protection of public interest. The consultation period
ended on 22 August 2025.

Background and Current Regulatory Framework

Under the Money Lenders Ordinance (Cap. 163), any
person operating a money lending business in Hong
Kong must hold a money lender’s licence issued by the
Hong Kong Licensing Court, with the Hong Kong

Companies Registry handling applications and
monitoring compliance, and the Hong Kong Police Force
enforcing the Ordinance. In 2022, the statutory annual
interest rate cap was reduced from 60% to 48%, and the
extortionate rate threshold was lowered from 48% to
36%.

Since 2021, licensing conditions have required money
lenders to assess borrowers’ repayment ability before
granting unsecured personal loans (i.e., loans not
requiring collateral), ensure fair and reasonable
advertisements, and protect personal data. As of the end
of 2024, Hong Kong had 2,110 licensed money lenders,
with the unsecured personal loan market valued at
approximately HK$47.2 billion, where the top ten money
lenders accounted for 64% of the market share.
Excessive borrowing by low-income groups, such as
foreign domestic helpers (with a default rate of 9.9%),
has led to financial difficulties and social issues, such as
harassment of employers by debt collection companies,
with the default rate exceeding the overall average
(9.3%).

Proposed Cap on Unsecured Personal Loans

The FSTB proposes setting an aggregate cap on
unsecured personal loans based on monthly income: for
borrowers with a monthly income of HK$5,000 or below,
the total loan amount must not exceed one month’s
income; for those with a monthly income of HK$5,001 to
HK$10,000, the cap is two months’ income. Borrowers
without fixed income must have their average monthly
income calculated based on the previous 12 months. An
alternative measure is to limit the proportion of monthly
repayments to income: for borrowers with a monthly
income of HK$5,000 or below, monthly repayments must
not exceed 35% of income; for those with a monthly
income of HK$5,001 to HK$10,000, monthly
repayments must not exceed 40% of income. The loan
repayment period must not exceed the remaining term
of the borrower’s employment contract.

Optimising and Enhancing the Borrower Affordability
Assessment for Unsecured Personal Loans

The proposals include requiring all licensed money
lenders to periodically submit borrowers’ credit
information to “Credit Data Smart” (a credit data platform
launched in April 2024 with the support of the Hong
Kong Monetary Authority), including loan applications,
credit limits, outstanding amounts, and repayment
records. Money lenders with annual unsecured loan
amounts of HK$100 million or above (approximately 50
lenders, accounting for 85% of the market in 2023) must
use “Credit Data Smart” credit reports to assess
repayment ability.

Protection for Loan Referees
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To reduce harassment of loan referees (persons
providing information for loan applications), the FSTB
proposes that money lenders must verify the authenticity
of referees’ written consent through a confirmation letter
or require referees to sign the consent in person at the
money lender’s business premises. An alternative
measure is to prohibit money lenders from requiring
referees for unsecured personal loan applications.

Enhancement of Regulation and Transparency

The FSTB proposes amending the Money Lenders
Ordinance to transfer licensing approval and supervision
functions from the Hong Kong Licensing Court to the
Hong Kong Companies Registry. The Hong Kong
Companies Registry will then periodically collect
complaint data from money lenders and publish details
of money lenders with repeated violations on a
government website.

Publicity and Education Measures

The FSTB proposes implementing multilingual publicity
targeting foreign domestic helpers, young people, and
low-income individuals to promote prudent borrowing
and remind foreign domestic helpers not to use their
employers as referees or provide their employers’
addresses.
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Hong Kong Securities and Futures Commission
Secures Disqualification Order to Uphold Corporate
Governance Standards

On July 31, 2025, the Hong Kong Securities and Futures
Commission (SFC) obtained a six-year disqualification
order and costs order in the Court of First Instance
against Mr. Zhang Yugqing, former Vice Chairman and
Executive Director of Zhongda International Holdings
Limited (Zhongda, delisted).
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Misconduct

During his tenure as a director of Zhongda, Zhang failed
to fulfil his duties with proper skill, care and diligence by
neglecting to prevent or promptly disclose material
irregular transactions to the Board. This resulted in: (i)
unauthorized fund transfers totaling RMB150 million;
and (ii) the sale of a 20% stake in "Zhongwei Bus" at a
substantially undervalued price.

Zhang knew or ought to have known these material
events yet approved the publication of Zhongda’s 2011
interim results containing false/misleading information,
severely undermining investors’ right to accurate
information.

Court’s Ruling & Sentencing Considerations

The SFC commenced legal proceedings by petition
under Section 214 of the Securities and Futures
Ordinance against Zhang and Zhongda’'s former
executive directors (Xu Brothers) on March 1, 2019.
Zhongda was listed on the Main Board of The Stock
Exchange of Hong Kong Limited (SEHK) from
November 1, 2001, until its listing status was cancelled
with effect from March 8, 2019.

The Court agreed with the SFC that Zhang’s misconduct
was serious in nature and involved substantial sums.
Despite no allegation of personal benefit, his failure to
exercise core directorial duties — including oversight,
disclosure, and safeguarding corporate interests —
caused significant losses to the company and
shareholders. The six-year disqualification order was
deemed appropriate, reflecting the gravity of his
misconduct (Case No: HCMP 283/2019).

This judgment demonstrates Hong Kong regulators’
zero-tolerance stance towards listed company directors’
breaches and underscores the critical importance of
corporate governance vigilance.
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Hong Kong Securities and Futures Commission and
Independent Commission Against Corruption
Conduct Joint Operation to Combat Market
Manipulation and Corruption

On July 23, 2025, the Hong Kong Securities and Futures
Commission (SFC) and the Independent Commission
Against Corruption (ICAC) launched a joint enforcement
operation codenamed "Leverage", successfully
targeting a criminal syndicate suspected of manipulating
the share price of a listed company through corrupt
practices. During the operation, a total of 14 premises
were searched (including the offices of the implicated
listed company and multiple licensed brokerage firms).
The ICAC arrested a former chairman and a former
executive director of the listed company under the
Prevention of Bribery Ordinance.

Suspected lllegal Activities

e Market Manipulation Using False
Information: The arrested individuals are
suspected of conspiring to fabricate internal
documents and announcements of the listed
company, falsely claiming that it had entered
into a share subscription agreement and a joint
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venture project with a Mainland company
involving over HK$20 million, with the intent to
deceive the market and investors.

e Share Price Manipulation: The parties
involved are suspected of utilizing multiple
nominee accounts to conduct illegal trading,
artificially manipulating the share price of the
listed company.

e Conveyance of Benefits and Asset
Misappropriation by Broker Director: The
former executive director (who was also a
responsible officer and director of a brokerage
firm at the time) is suspected of accepting
advantages provided by the former chairman of
the listed company and misappropriating client
shares worth approximately HK$9 million.

o Related lllegal Chain: The case also involves
suspected violations of the Prevention of Bribery
Ordinance for bribery/corruption, agents using
false documents, the Organized and Serious
Crimes Ordinance for dealing with proceeds of
crime, and the Securites and Futures
Ordinance (SFO) for market misconduct.

Trading in the shares of the implicated listed company
has been suspended since March 2025, and it is
currently under court-ordered liquidation.

This case originated from the SFC's monitoring, which
detected suspicious activities suggesting potential
market misconduct and corruption. Pursuant to the
Memorandum of Understanding between the two
agencies, the SFC referred to the corruption leads to the
ICAC and concurrently initiated an investigation into
market misconduct under the SFO, ultimately leading to
this highly efficient joint operation.

This case highlights the increasingly close collaboration
between the SFC and the ICAC in combating complex
financial-cum-corruption offences and demonstrates
significantly enhanced enforcement penetration. Listed
companies and financial institutions must heighten their
focus on compliance and internal controls to mitigate
cross-sector risks.
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Hong Kong Securities and Futures Commission
Reports 13% Asset Growth Highlighting Robust
Fund Management Sector

On July 16, 2025, the Securities and Futures
Commission (SFC) of Hong Kong released the Asset
and Wealth Management Activities Survey 2024, with
multiple key indicators underscoring the sustained
strengthening of Hong Kong'’s role as an international
asset and wealth management hub. As of 31 December
2024, the total assets under management (AUM) in
Hong Kong reached HK$35.14 trillion, a 13% year-on-
year increase, with net fund inflows rising significantly by
81% over the year to HK$705 billion.

Steady Overall Industry Growth
The asset and wealth management sector maintained
its growth trajectory. The private banking and private

wealth management segment performed particularly
strongly, recording a 15% year-on-year increase in AUM
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to HK$10.4 trillion, reflecting continued confidence
among high-net-worth clients in the Hong Kong market.

Increasingly Diversified Asset Allocation Strategies

Hong Kong asset managers further demonstrated their
global asset allocation capabilities. Among assets
managed in Hong Kong, 59% were allocated to markets
outside Mainland China and Hong Kong. Over the past
five years, the proportion of non-equity investments has
progressively increased from 46% to 59%, indicating a
greater emphasis on cross-regional and multi-asset risk
diversification within investment strategies.

Strong Growth of Mainland-related Institutions

The AUM of Mainland-related licensed corporations and
registered institutions grew by 15% year-on-year to
HK$3.09 trillion, with net fund inflows surging 68% year-
on-year. The category has outperformed the industry
average for five consecutive years. Staff numbers also
increased by 5% during the same period, signaling
ongoing business expansion.

Robust Performance of Hong Kong-domiciled Funds

Hong Kong-domiciled SFC-authorized funds continued
to be a key focus for capital allocation. By the end of
2024, the net asset value of these funds grew by 22%
year-on-year. This momentum continued into the first
five months of 2025, with a further 21% increase in net
asset value. Net inflows remained strong, reaching
HK$163 billion for full-year 2024 and HK$237 billion for
January—May 2025.

Open-ended Fund Company (OFC) Structure Gaining
Traction

The number of registered OFCs saw significant growth
in 2024, rising 93% year-on-year, reflecting asset
managers’ growing recognition of Hong Kong’s
corporate fund structure and the positive impact of
related government support policies.

Continuous Optimization of Cross-border Connectivity
Mechanisms

The implementation of the enhanced "Cross-boundary
Wealth Management Connect (WMC) 2.0" since
February 2024 has yielded notable results, with a
substantial increase in the number of southbound

investors and the volume of cross-boundary remittances.

The Mutual Recognition of Funds (MRF) arrangement
was also relaxed in January 2025, raising the cap on

sales of Hong Kong MRF funds in the mainland from 50%

to 80% of a fund’s total assets, further broadening two-
way market access.

In summary, Hong Kong’s asset management industry
has demonstrated considerable resilience and growth
potential amidst a complex global market environment.
Diversified asset allocation, product innovation, and
deepening cross-border collaboration collectively
underpin Hong Kong’s status as an international wealth
management center. With growing international investor
demand for asset allocation and cross-border wealth
management services, coupled with advancing financial
cooperation in the Guangdong-Hong Kong-Macao
Greater Bay Area, Hong Kong’s strengths in legal and
regulatory frameworks, product diversity, and service
capabilities are poised to further enhance its ecosystem
and global competitiveness in asset management.

BRIISRHRESEERASREETERERRS
BEEK 13%, LEESEETIRBRR

20257516 H, BEREMFRPRESHEZRS (F
B2) 5% 2024 ERFRMEEERENAE) . 2W
FBIENEREEAERE =AM EEER OIS
E. BE 2024 £ 12 B, BEANEER~LELE
35.14 Hiz# T, BREFEHEK 13%, £FERERAK
ME&F 81%, HEZE 7,050 {Z# T,

TS AEFEE LT

RERMEEEVFEEIERESE. BARTEBAY
EEEVSEELAAEE, KT 15%MELEK, EE
REFE 104 FZBET, RRESFEFZAXNEETZN
REEL,

RS EREEEET

BERERFEENMNERASEERENH—FSLE. &
EBEEEMNAST, EETHENBEEENITHH
Eelik 59%., EHFR, FHRBERAT L LLEDRTT
B 46%1EE 59%, BRARMETEBMES. SH>
KEIRI G 7B

A KB 18 K B Z

WHAR KA R RO AR BB R~ AR E 3.09
FAZHET, BEEEK 15%, $EERANBELEKTI 68%,
EESEFRTTLFHRA. BRAMNLARKEEK
5%, BRI SRS K.
BEEIMMINIEESINTEEBER I REH[ER.

BZE 2024 FJx, ESRXFHEREEK 22%, X—%
SFEGEE2025FFANA, BB EH—FHIEK21%,

14



FRESANTMRIFRY), 2024 FEFEM2025F 1 E 5
B2 5I5LE 1,630 {287t 5 2,370 {ZETTRAN

HUARELZAE (OFC) FH2 TG00

2024 FRIEMA OFC B RZEIN, Rt LT 93%,
RREFEBANERBNRESRMINTRT, 18
KRBT X HFBERAL 2.

BBV FIFFLELN

“PSIETEIE 2.0 B 2024 F£ 2 BRI EZE, &
EERAABNESTCMERE L. BEEEIARH
thF 2025 £ 1 BBk, ERAESAENMEE LRA
50%12F+E 80%, #—FHBNEHHZE .

SRAXRE, BRAFEEALARERANEKRTHIET
RIL REFOMMERAKMYE. ZTUATRE. a4
MEFHESBEREERL HEXEERERYEEET
DRIAL. BEEERREEN R REREREN S K
MFFERIEC, MREBRKXEX SRS ERNIRNIE,
ERAEFRESKEER. FRsHMNRSENTEN
L, BHE—FTHNAERTEEESHNZENERES
HEETT.

Source KjE:
https://apps.sfc.hk/edistribution\Web/gateway/EN/news-and-
announcements/news/corporate-news/doc?refNo=25PR112

Hong Kong Accounting and Financial Reporting
Council Publishes Inspection Findings to Enhance
Transparency and Regulatory Compliance

On July 29, 2025, the Accounting and Financial
Reporting Council (AFRC) of Hong Kong released the
2024-25 Annual Inspection Report and the 2024-25
Annual Investigation and Compliance Report, providing
a detailed disclosure of the regulatory outcomes
concerning auditors of public interest entities (PIE) and
non-PIE auditors. The reports indicate that while audit
quality among Category A and B firms has shown
improvement, Category C firms continue to exhibit
critical risk factors affecting audit quality, such as
insufficient firm resources and a lack of professional
expertise in listed entity audits.

Inspection Results Show Signs of Improvement, Yet
Audit Quality Remains an Area for Further Enhancement

The AFRC’s inspection results reflect an overall
improvement in audit quality, with the proportion of
audit engagements requiring significant improvements
decreased from 46% in 2023 to 28% in the current cycle.
This improvement was primarily observed among larger
firms, particularly those in Categories A and B. In

contrast, the inspection results for Category C firms
remained substantially below standard, indicating that
their resources and professional capabilities still fall
short of the requirements for conducting PIE audits.

Key Drivers for Enhancing Audit Quality

Several major PIE auditors identified the following key
factors that contributed to their improvement in audit
quality:

e Instituting a quality culture and encouraging
right behaviors.

e Prioritizing talent
development.
Strengthening monitoring mechanisms; and
Acting on regulators’ expectations.

management and

Auditor Changes and Audit Fee Pressures Pose
Significant Risks

Frequent auditor changes and substantial discounts in
audit fees have become significant factors affecting
audit quality. The AFRC noted that approximately one-
third of auditor changes involved a switch from larger to
smaller firms, meaning that the financial statements of
these listed entities were subject to first-year audits by
incoming auditors that are generally smaller in scale
than their predecessors. Given the additional time and
effort required for first-year audits, the remuneration of
the incoming auditor should be comparable to, or even
exceed, that of the outgoing auditor. However, the AFRC
is concerned about instances where incoming auditors
are paid significantly less than their predecessors,
raising the possibility that these entities may have
engaged in “opinion shopping—switching to auditors
who may be less diligent but are willing to provide a
favorable opinion on their financial statements.

The AFRC explicitly stated that significant audit fee
discounts may impair auditor independence and
resource allocation. Audit committees should remain
vigilant about the potential audit quality risks associated
with  “low-balling” during the auditor appointment
process. The AFRC will enhance its inspection of
engagements involving frequent auditor changes and
abnormal audit fees and take enforcement action where
necessary.

Cultivating and Maintaining A Culture of Professional
Skepticism

Auditors must maintain professional skepticism
throughout the entire audit process, from risk
assessment to conclusion. The AFRC observed that
some firms effectively support their engagement teams
in applying professional skepticism by adopting the
following practices:

15


https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/corporate-news/doc?refNo=25PR112
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/corporate-news/doc?refNo=25PR112

e Using data analytics tools;

e Incorporating elements of unpredictability in
audit procedures;

e Ensuring timely reviews by engagement
partners and engagement quality reviewers;
and

e Conducting pre-issuance quality reviews.

Anti-Money Laundering and Counter-Terrorist Financing
(AML/CTF) Compliance Monitoring

The AFRC noted significant improvements in how firms
conduct customer due diligence (CDD) procedures.
However, understanding of AML/CTF obligations
remains insufficient. Firms should provide appropriate
guidance and adequate fraining to enhance staff
awareness of their legal responsibilities. The AFRC
reminded firms that they must promptly report to the
Joint Financial Intelligence Unit (JFIU) when they have
knowledge or suspicion of money laundering or terrorist
financing—even if they do not possess all the details
constituting a particular indictable offense, whether
those elements have occurred, or the specifics of any
terrorist plan.

AFRC'’s Call to Action for Listed Entities and Audit Firms

e Firm leadership must establish and maintain a
robust system of quality management;

e Before accepting any new audit engagements,
auditors must objectively assess their
capabilities and competencies to ensure they
are able and committed to dedicating the
necessary resources and expertise to deliver
high-quality audits;

e Engagement partners must take ownership of
their audits by monitoring and ensuring that their
teams fully understand the risks present in the
evolving market environment and consistently
apply the required professional skepticism and
judgment in all key audit areas.

AFRC'’s Regulatory Priorities for the Future

The AFRC indicated that its inspections for 2025-26 will
prioritize the following:

e First-year PIE audit engagements;

e PIE engagements significantly impacted by
current economic uncertainties;

e Cross-border PIE engagements;

e PIE engagements completed by auditors
lacking relevant industry experience; and

¢ Engagements carrying significant public interest.

The AFRC will also strengthen its inspection of firms’
systems of quality management, particularly in the areas

of governance and culture, client acceptance and
continuance processes, and partner workload
monitoring.

The release of these reports once again highlights the
AFRC’s commitment to enhancing audit quality and
financial reporting transparency in Hong Kong. Listed
entities and their auditors should actively respond to
regulatory requirements, strengthen internal controls
and audit oversight, and uphold market confidence and
investor interests. The AFRC will continue to enhance
cooperation with local and Mainland regulators to
promote the sustainable development of the audit
profession.
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Hong Kong Monetary Authority Implements
Supervisory Regime for Licensed Stablecoin
Issuers

On July 29, 2025, the Hong Kong Monetary Authority
(HKMA) published guidelines and explanatory notes to
implement the regulatory regime for stablecoin issuers
in Hong Kong under the Stablecoins Ordinance (Cap.
656) (SO), effective August 1, 2025. Specified
stablecoins, defined as digital representations of value
backed by reserve assets and referenced to fiat
currencies such as Hong Kong dollars, are intended to
promote financial stability, consumer protection, and
alignment with international standards, as outlined in the
Explanatory Notes on Licensing of Stablecoin Issuers.
This regime has implications for entities engaged in
digital asset markets in Hong Kong.

Under section 8(1) of the SO, no person may conduct a
regulated stablecoin activity (RSA), encompassing
issuance, redemption, or management of specified
stablecoins, or represent themselves as doing so in
Hong Kong, without a license or an exemption under
section 13(1)(a) of the SO. Contravention of this
provision constitutes an offence. The HKMA's Guideline
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on Supervision of Licensed Stablecoin Issuers
establishes compliance expectations under Schedule 2
to the SO, addressing financial resources, risk
management, and governance. The associated
consultation conclusions reflect industry feedback,
providing clarifications on reserve asset management,
redemption processes, and risk controls.

Licensing Requirements for Stablecoin Issuers

Pursuant to Schedule 2 to the SO, applicants for a
stablecoin issuer license must be companies
incorporated in Hong Kong or authorized institutions,
with a minimum paid-up share capital of HK$25,000,000
or an equivalent in freely convertible currency, such as
United States dollars. Reserve assets, comprising high-
quality, liquid instruments including cash, short-term
bank deposits, and marketable debt securities rated at
least A- by recognized agencies, must fully back
stablecoins at par value or higher and be maintained in
segregated accounts by qualified custodians.
Stablecoins are required to be redeemable at par value
within one business day, excluding onboarding time,
subject to fees and conditions that are not unduly
burdensome.

Under section 10 of the SO, key personnel, including the
Chief Executive Officer, directors, and stablecoin
managers, must secure HKMA consent and satisfy
fitness and propriety criteria, evaluated based on
reputation, experience, and compliance records.
Applications necessitate submission of detailed
business plans, financial projections, and risk
management policies through a prescribed form, with
processing timelines contingent on completeness. The
HKMA retains discretion to impose license conditions,
such as supplemental capital requirements, and
operates a public register of licensees under section 15
of the SO.

Ongoing Obligations for Licensees

The Guideline on Supervision of Licensed Stablecoin
Issuers requires licensees to uphold robust governance,
featuring boards with at least one-third independent non-
executive directors and transparent accountability
structures. Risk management frameworks must
encompass credit, liquidity, market, technology,
operational, and reputation risks, bolstered by a three-
lines-of-defense model involving business units, risk
functions, and internal audit. Licensees are obligated to
perform regular stress testing, incident reporting, and
maintain business continuity plans, with immediate
notification to the HKMA for material incidents.

Licensees must issue white papers delineating
stablecoin mechanics, reserve assets, and associated
risks, complemented by monthly attestations and annual
audits of reserve assets. Specified stablecoins remain

non-interest-bearing, with income from reserves
accruing to issuers. Third-party arrangements for
functions such as distribution or custody necessitate due
diligence, formal contracts, and HKMA notification for
material engagements.

Anti-Money  Laundering and  Counter-Financing
Measures

The Guideline on Anti-Money Laundering and Counter-
Financing of Terrorism (For Licensed Stablecoin Issuers)
prescribes a risk-based approach to address money
laundering and terrorist financing (ML/TF) risks.
Customer due diligence is mandated prior to
establishing relationships or processing transactions of
HK$8,000 or more, incorporating wallet ownership
verification via methods such as micropayments or
message signing.

Licensees must undertake ongoing transaction
monitoring, leveraging blockchain analytics, with
enhanced due diligence applied to high-risk situations
involving politically exposed persons or unhosted
wallets. Pursuant to the Travel Rule, immediate
transmission of originator and recipient information is
required for stablecoin transfers. Suspicious transaction
reports must be submitted promptly to the Joint Financial
Intelligence Unit in Hong Kong, with records preserved
for at least five years.

Transitional Provisions for Pre-existing Issuers

Entities that conducted RSAs in Hong Kong prior to
August 1, 2025, may qualify as pre-existing issuers if
their operations were substantial, as detailed in the
Explanatory Notes on Transitional Provisions for Pre-
existing Stablecoin Issuers. Such issuers are required to
submit license applications by October 31, 2025,
accompanied by declarations and undertakings
regarding compliance. Applicants receiving
acknowledgement may sustain operations until January
31, 2026, with potential extensions through provisional
licenses. Non-applicants or rejected entities enter a one-
month closing-down period, during which new issuances
cease, and redemptions are facilitated. Non-compliance
with these provisions constitutes an offence under
section 8(1) of the SO.
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https://www.hkma.gov.hk/media/eng/doc/key-
functions/banking-stability/aml-cft/Guideline_on_Anti-
Money_Laundering_and_Counter-

Financing of Terrorism For Licensed Stablecoin Issuers e
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https://www.hkma.gov.hk/media/eng/doc/key-
functions/ifc/stablecoin-

issuers/Consultation _conclusions _aml_stablecoin.pdf
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functions/ifc/stablecoin-

issuers/Consultation _conclusions _on_the Guideline_on_Sup
ervision of Licensed Stablecoin Issuers.pdf

Hong Kong Insurance Authority Publishes
Consultation Conclusions on Draft Insurance
(Public Disclosure) Rules for Public Disclosure
Requirements

On August 8, 2025, the Hong Kong Insurance Authority
(IA), the regulatory body overseeing the insurance
industry in Hong Kong, published the consultation
conclusions for the draft Insurance (Public Disclosure)
Rules (the Rules). Enacted under section 21A of the
Insurance Ordinance (Cap. 41), these Rules establish
mandatory public disclosure requirements for authorized
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insurers under Pillar 3 of the Risk-based Capital (RBC)
Regime. The Rules aim to promote transparency by
requiring insurers to disclose detailed financial and
operational information, enabling policyholders and the
public to assess their stability and performance.
Following a consultation period starting March 14, 2025,
the Rules, incorporating stakeholder feedback, will
undergo negative vetting by the Hong Kong Legislative
Council and are targeted to take effect in 2026.

Scope of Application

The Rules apply to “applicable insurers,” defined as
authorized insurers and Lloyd’s, with exemptions for
maritime insurers, captive insurers, and special-purpose
insurers. Initially, insurers in run-off, those that have
ceased entering new insurance contracts except as
reinsurers, were excluded. However, following
consultation feedback highlighting their significant
policyholder base, the IA amended section 3 of the
Rules to include these insurers. Such insurers may
apply for exemptions under section 21A(2) of the
Insurance Ordinance, subject to the IA’'s discretion. Non-
Hong Kong insurers’ Hong Kong branches are also
subject to the Rules, ensuring consistency with the
Insurance (Valuation and Capital) Rules to facilitate
uniform access to information for policyholders.

Disclosure Content Requirements

Rule 6 mandates that applicable insurers prepare an
annual disclosure statement and adhere to a
standardized template specified by the IA. The
statement must include both quantitative and qualitative
data, covering the following areas: (1) company profile,
including the insurer's name, business nature,
operational locations, and a description of its corporate
structure; (2) corporate governance framework; (3)
financial condition, detailing assets and liabilities for
long-term, participating, and general insurance
businesses, with explanations of significant changes
from the previous fiscal year; (4) investment details,
including valuation assumptions and methods, and any
significant changes; (5) insurance liabilities, specifying
gross and net amounts for long-term and general
business, valuation assumptions, and discount rate
rationales; (6) financial performance, including
premiums, investment returns, and claims, with
breakdowns for long-term and general business; (7)
underwriting results for general business, previously
termed “pricing adequacy,” with detailed metrics per
business line; (8) capital adequacy, including prescribed
capital amounts, capital base, and their ratio, segmented
by risk categories such as market, life, and general
insurance risks; and (9) risk management practices,
covering risk appetite, governance, and insurance and
investment risk strategies. A compliance statement from
the insurer’s controlling person or director must confirm
the accuracy, completeness, and consistency of the

disclosed data with the RBC framework and annual
regulatory submissions.

Timing and Manner of Disclosure

Under Rule 4, applicable insurers must publish
disclosures within eight months of the fiscal year-end
during a transitional period ending June 30, 2027, and
within six months thereafter. Insurers may request a
three-month extension, subject to the |A’s approval, to
address preparation challenges. Disclosures, including
audited financial statements as submitted under the
Insurance (Submission of Statements, Reports and
Information) Rules, must be published on an eligible
internet website—either the insurer’s own or, with 1A
approval, a group company’s website where the
insurer’s disclosures are clearly identifiable. Insurers
must maintain an archive of disclosures for at least the
past five fiscal years or from the first applicable fiscal
year, whichever is shorter, and provide electronic or
physical copies promptly upon public request. The
disclosure statement must be submitted in English with
a Chinese ftranslation or vice versa, ensuring
accessibility. The |IA plans to provide a bilingual glossary
to standardize technical terms, addressing stakeholder
suggestions for public education to enhance
understanding of complex disclosures.
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Hong Kong Companies Registry Releases Statistics
for First Half of 2025

On July 18, 2025, the Hong Kong Companies Registry
published its half-year statistics for 2025 and set out
recent amendments to the Companies Ordinance (Cap.
622) that took effect during the first half of the year. The
release provides quantitative indicators to company
formation, filings and registry activity for the six months
to June 30, 2025, and summarises two statutory
reforms—namely, the Companies (Amendment)
Ordinance 2025 and the Companies (Amendment) (No.
2) Ordinance 2025, whose stated purposes are to
facilitate business operations and attract investment.

Incorporations and  registered non-Hong Kong
companies

The Companies Registry recorded 84,293 newly
registered local companies in the first half of 2025,
bringing the total number of local companies registered
under the Companies Ordinance to 1,494,806 as at
June 30, 2025, an all-time high. 761 non-Hong Kong
companies established a place of business locally and
were registered under the Companies Ordinance in the
same period, increasing the total number of registered
non-Hong Kong companies to 15,509 by the end of June
2025, also an all-time high. For market participants,
these figures indicate heightened registry activity and a
rising stock of registrable legal entities within Hong
Kong'’s legal framework for companies.

Statutory reforms in the first half of 2025

The release identifies two Companies Ordinance
amendments that commenced in the reporting period.
The Companies (Amendment) Ordinance 2025,
effective April 17, 2025, permits listed Hong Kong
companies to treat shares bought back by the company
as treasury shares, allowing the company to hold those
shares in treasury and subsequently dispose of them.
The same amendment seeks to promote paperless
corporate communication for both listed and unlisted
Hong Kong companies. The Companies (Amendment)
(No. 2) Ordinance 2025, effective May 23, 2025,
introduces a re-domiciliation regime that enables
non-Hong Kong corporations to re-domicile to Hong
Kong while preserving their legal identity and operational
continuity. Together, these amendments change
capital-management mechanics for listed companies,
alter permitted forms of corporate communication, and
expand the structural options available to overseas
corporations seeking Hong Kong incorporation without
forming a new entity.

Registry transactions and search activity
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Registry transactional data for the first half of 2025
shows that 5,970 charges on company property were
received for registration, and 9,915 notifications of
payments and releases were filed for registration. The
total number of documents delivered to the Registry for
registration in the period was 1,678,809. Electronic
search services registered 2,615,652 searches of
document image records during the same six months.
These metrics reflect both sustained volume in security
fiings and continued reliance on electronic registry
search and filing infrastructure.

Fund vehicles, licensing trends and regulated service
providers

The half-year statistics also reports sector-specific
registration trends. For limited partnership funds (LPFs),
there were 116 new registrations in the first half of 2025,
taking the cumulative total to 1,099 LPFs by June 30,
2025. For open-ended fund companies (OFCs), 109
new incorporations occurred in the same period,
increasing the total to 579 OFCs. Licensing activity for
service providers showed that the Registry granted 350
new licences to trust or company service providers
during the first half of 2025, bringing the total number of
such licensees to 6,971. Separately, the Licensing Court
granted 71 new money-lender licences in the first half,
with the aggregate number of licensed money lenders at
2,046 by the end of June.
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China Securities Regulatory Commission Imposes
Penalties to Address Financial Fraud in Listed
Companies

On August 8, 2025, the China Securities Regulatory
Commission (CSRC) issued an administrative penalty
pre-notice to Da Tang Gao Hong Network Co., Ltd. (X
EEEMNERNERNS) (*ST Gao Hong), a Main
Board listed company on the Shenzhen Stock Exchange
(SZSE), for suspected violations of information
disclosure laws and regulations.

According to the CSRC investigation, *ST Gao Hong
had engaged in long-term "circuitous" or "pass-through"
transactions devoid of commercial substance, such as
those involving laptop computers, to artificially inflate
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revenue and profits, constituting serious violations of
securities laws and regulations. The CSRC imposed a
fine of RMB 160 million on the relevant responsible
entities and a fine of RMB 7 million on third-party
institutions that facilitated the fraudulent activities.
Additionally, as *ST Gao Hong is suspected of triggering
mandatory delisting due to severe violations, the SZSE
will initiate delisting procedures in accordance with the
law.

The CSRC emphasized that it will strictly follow the
Criminal Law of the People’s Republic of China and the
" Provisions on the Standards for Filing and Prosecuting
Criminal Cases under the Jurisdiction of Public Security
Organs (I)" issued by the Supreme People’s
Procuratorate and the Ministry of Public Security,
adhering to the principle of "transferring all applicable
cases" to pursue criminal liability against the relevant
entities for any involved criminal evidence.
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Information in this update is for general reference only
and should not be relied on as legal advice.
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