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Purpose


This paper informs members of the major recommendations of the Report on the Enhancement of the Financial Infrastructure in Hong Kong (the Report).

Background

2.
As part of the three-prong strategy announced in his Budget Speech in March 1999 for reforming the securities and futures markets in Hong Kong, the Financial Secretary appointed a Steering Committee on the Enhancement of the Financial Infrastructure (SCEFI) to study and recommend the necessary improvements to the financial infrastructure in Hong Kong.  The Steering Committee is chaired by the Chairman of the Securities and Futures Commission. 

3.
The objective of the study is to strengthen the financial technology infrastructure in Hong Kong and enhance our competitiveness as an international financial centre in terms of risk mitigation, increased efficiency and cost reduction.

4.
The SCEFI worked closely with the two working groups set up under it, namely the User Working Group and the Technology Working Group, to tap most needed technical and professional expertise from the financial market.  It also consulted extensively experts from financial institutions and professional associations, local and overseas, on global and regional trends and the evolution of standards and best practices.  The SCEFI released the Report and submitted its recommendations for action and implementation timetable to the Financial Secretary in October 1999.

Recommendations

5.
The SCEFI recommends that Hong Kong should put in place “an eFrastructure for a leading eEconomy”.  This should be a web-friendly technology infrastructure for the securities and futures industry that allows local and global market participants to have access to the full spectrum of financial products and services on an open, robust, scalable and high performance network.  

6.
The proposed eFrastructure would provide for -

(a) a single securities and derivatives clearing arrangement for better risk management; 

(b) end-to-end straight-through processing of securities and derivatives transactions for improved cost effectiveness; 

(c) a scripless securities market for enhanced efficiency and legal certainty; and 

(d) an open, robust, current, scalable and high performance technology structure for local and overseas connections.

7.
In respect of building a robust technology structure in (d) above, the SCEFI has identified the following building blocks -

(a) an unified, open and global access through various channels that comply with best international standards; 

(b) a secure, high performance and resilient community network that is scalable, flexible and interoperable; 

(c) a reliable gateway for message-based/ interactive connections; and 

(d) integrated application services adopted by global leaders for setting up alliances.

8.
Hong Kong already has the best telecommunications infrastructure to enable the development of e-commerce and e-trading.  The eFrastructure will facilitate the development of e-trading in securities and derivatives in Hong Kong and the Asia region.

9.
With the implementation of the eFrastructure, Hong Kong can aspire to become one of the leading centres for liquidity, clearing, settlement and risk management in Asia and the portal for strategic links with global markets in the region.

10.
Government will work with the industry and facilitate the implementation of the recommendations through regulatory and legislative measures, as necessary, as quickly as possible.
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