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The Hong Kong situation

July 2012: Hong Kong Association of Banks (HKAB) commissioned the Treasury Markets Association

(TMA) to review the fixing mechanism of HKAB’s HKD Interest Settlement Rate (i.e. Hong Kong Interbank
Offered Rate or HIBOR)(% i {7 2 § (HKAB):& FEHEP IS E(MMOEBRAREERITIEEAILEE 1
% (HKAB’s HKD Interest Settlement Rate )2_ 2 i # #]) (" FHong Kong Interbank Offered Rate or HIBOR)

Nov 2012: TMA submitted its “Report on the Review of Hong Kong Interbank Offered Rate” to HKAB and
the Hong Kong Monetary Authority (HKMA) which proposed a 5-pronged approach to |mprove the
robustness of the HIBOR fixing mechanism: (2012. 11 TMA#% ! #& 4RHIBOR#7dF £ % HKAB, 3F £ 3% 5B 2
* %z $ HIBORZ § #8412 R H1)

—  provide clear gwdance for reference banks on rate submission([a £ € (B2 7 PR A 2R a8 E AR E

%Eﬁ‘é’%ﬂj/ﬁ HTHIH R E 55 )

— new Code of Conduct on rate submission guidance and control sy stems for fixing process( | B

SEEA - A %ﬂziﬁfai’a%l&iﬁfaﬁﬁ THEZFRT El’ﬁaT BEPERIN o PR S

= Ellb\ l:[

— enhance mdepengle_nce and governance of HIBOR compilation process at administrator level($:17
NEGF Rt R =T EE R TEZER L - DT E ERHINE1LM)

—  confine sco eofHIBOR_flxmg to tenors that have strong market demand (& & (EHY & [E (FPE A A
TR KAVEARR - BfEER - 128 - YEH ~ 2(@H ~ 3(EH ~ 6(EH &12{(EH)

—  review and enhance prOV|S|ons in contracts that reference HIBOR(f& {7 S {8 L& T &8I NHF i<

HR IR TRIZEFE E EHIFRFR)

April 2013: HKMA published a new statutory guideline on “Code of Conduct for Benchmark Submitters”
pursuant to Section 7 of the Banking Ordinance which became effective from 3 May 2013(&F & & EH 5

20134E4 F /\ 2 fys s AR s s AR (T M it <P B I, 201 34E5 H 430




Strengthening regulatory oversight of
HIBOR submission activities(5&{EEEE

HIBOR¥R{E1T /)

New statutory guideline effective 3 May 2013 EH#H#i20134E5 A 4%%)
—  Code of Conduct for Benchmark Submitters(F: s (& i S AEH)

—  Code of Conduct for Reference Banks for HKAB'’s Interest Settlement Rate(4 & 41i7 = € B ~fl 4 &
B 5 2 (EIRTT Z ERTAEA)

Breach of the guideline raises question about: (#Esr ] 8 R A i pk AT RE)

— bank’s compliance with minimum authorization criteria($r {71 a] iy i i)

— fitness and prop;iggx of bank’s directors,ihagholder controllers and senior
management($R17 e i EHI A B s e G g~ &3 lE)

Specifically, bank staff who are responsible for treasury business, risk
management and compliance are accountable for the robustness of their

bank’s HIBOR submissions( 5452557, 8517~ IR 75, B0 SO A N B ¥
HIBORAYHE & H{T)

Codes take into account market comments and work by overseas
regulators and I0SCO(#~r2E AIIZE RS iS5 1 atam, LA SRS MR B T EAIOSCO
ZIEEINAZE)




Code of Conduct for Reference Banks for
Hong Kong Association of Banks’ Interest
Settlement Rate(d #4872 €&~ 1L 2 F I

F 2_ S (EIR T 2 e ~FAEl)

"  Guiding Principles for rate corroboration(4REI¥REEF ZI5EER])

— submission to be sup ported by transaction data explicitly and transparently (Z{& LIS

GER RIHHE HEH Z R8)

— clear_hlerarch%/ of transaction data relevant to HKD interest rates(GE{E R { TFES ] 15T
BUBTTRRA 2 585 2 25 KF)

— objective and consistent judgment on quality of transaction and appropriate

adjustments to be made (5 A B g L B ERH 5 = i 2 52 FIE)

— structured and documented approach towards HIBOR submission (& {E$E{ T FEFE 5,
LIz sca— B4t IA %@%ﬁ&'ﬁﬂ AR HE)

=  Benchmark submitters(ZEEHE%E)
— senior management oversight(i= 4 H g B 22)
— submitter-approver arrangement(E (&Y B E])
= Systems to deal with conflicts of mterest and handling of complaints and whistle-

blower reports (FE T | i ET 2 B ET ) 5 38 2 2R )

= gREcj.\ﬁtg;a)ntlon of records of benchmark submission process({REEAEISEE R T2 fHEE

®= |ndependent review of HIBOR submission process(&1 iR HIBORIR{E Z f2FF)
= Systems to support timely and accurate submissions (¥4t RIEF 5 BRI E)




Ensuring proper representation and
continued participating in HIBOR fixing
panel

= HKMA to review the panel of reference banks annually(HKMA&4E
PRt ERTT)

— previously biennial review(DL g H—2)
= HKMA to establish objective and fair criteria for identifying major

players of HKD interest rate markets(HKMA¥%HK DF|ZR 5 £ 5
SEFRV KB RN IEZ REE)

= HKMA is prepared to exercise appropriate powers to mandate
submissions if there is serious risk of withdrawal by contributing
banks (&2 ELRTTEIE B BB 5 52 R, HKMAREE A 78 B RE TR E AR e
HKMAZ $5%)



Ensuring independence of HIBOR

administration (FE{EHIBORK B >

AV

Administrator function transferred from HKAB to TMA in

2013 (EHE > THEEN 2013 HK MAEIZA TMA)

Establishment of Surveillance and Governance

Committee(Ba B SL)GHZ B & 7 E11)

— to formulate a surveillance and monitoring framework to scrutinize
quality of rate submissions(#i &% & 5 A s DIEFdliia E A Rw E 2

-

Sel=))
— balanced representation of HIBOR stakeholders(f£#HIBORF|ZE (%
NZAHRE)

" Banks(§R1T)
=  Non-banks corporations(FEER1 7/ E])

=  Professional firms(ZZ4EE)
HKMA'’s supervision(HKMARJESEE)
— Members must be endorsed by HKMA(% & 78 FHHKMARZ )

— Membership is subject to regular review(® & 54778 & HHAG R
Z PR)
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