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Introduction
the Financial Services Business council (FSBc) of the european chamber of commerce in 
hong kong represents the european financial services industry in the hong kong Special 
administrative region (hong kong) and the macao Special administrative region (macao). it 
engages with market participants, regulatory authorities and other stakeholders on impor-
tant issues concerning the financial services industry. 

as the subject of this position paper, FSBc selected the status and development of finan-
cial technology (Fintech) in hong kong. the great advancements of Fintech in recent years 
undoubtedly offer unprecedented opportunities for the financial services industry and its 
customers, but also give rise to new and increased challenges. this position paper analy-
ses the extent to which hong kong, as one of the major financial centres globally and the 
gateway to the people’s republic of china (mainland china) and the region, is prepared to 
harness these new opportunities. 

While there is currently no uniformly agreed definition, Fintech is commonly understood as 
the use of innovative technology in the provision of financial services, such as lending, pay-
ment services, investment advice, trading services, etc. 

in order to craft this position paper, the FSBc established a task force consisting of over 30 
financial services experts (including bankers, Fintech professionals, asset managers, lawyers 
and consultants). all views and statements expressed in this position paper are based on 
reports, market observations and the knowledge and expertise of the members of the FSBc. 
in addition, interviews were conducted with over 20 Fintech industry stakeholders (includ-
ing start-ups, global financial institutions, regulators as well as government officials).  

  Key Recommendations

 • the FSBc recommends that the hong kong government should increase public Fintech 
funding and encourage private investment in local Fintech start-ups.

 • the FSBc encourages the hong kong government to continue focusing on Stem educa-
tion and fostering entrepreneurship. in order to attract foreign Fintech talent, a specific visa 
scheme for tech talent should be considered.

 • the FSBc encourages the hong kong government to continue its investment in high-quality 
infrastructure.

 • the FSBc recommends extending the Fintech Supervisory Sandbox established by the hong 
kong monetary authority for financial institutions to financial service providers regulated by 
hong kong’s Securities and Futures commission and to non-regulated firms.
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 • the FSBc recommends the hong kong government pay particular attention to the demand 
for Fintech in the fields of payment services, remittances and robo-advisors. in addition, the 
implementation of Fintech by financial institutions should be encouraged.

 • the FSBc encourages the european commission and the hong kong government to closely 
collaborate on Fintech topics, share information about emerging trends and regulatory 
issues and explore joint innovation projects. in addition, discussions on how to introduce 
Fintech products in each other’s markets should be expedited.

Hong Kong is the main focus of this position paper, as the FSBC’s research showed that there is 
currently no sufficiently developed FinTech landscape in Macao. 

All amounts in this paper are expressed in Euro (EUR) or Hong Kong Dollars (HKD). When con-
verted from other currencies, the December 2016 exchange rates – as set by the European Com-
mission – were used.1  



5

Financial ServiceS BuSineSS council (FSBc)  
oF the european chamBer oF commerce in honG konG

1. Maturity Model 

in comparing the supportiveness and potential of hong kong as a Fintech hub to a num-
ber of selected markets – i.e. Germany (Berlin), israel (tel aviv), luxembourg, Singapore, the 
united kingdom (london), and the united States (new York and Silicon valley) - a maturity 
model framework is used. the maturity model shows the level of maturity of the Fintech sec-
tor against a total of six dimensions: access to capital, access to talent, infrastructure, regula-
tion, demand and supply.  

Capital talent Infra- 
structure

Regu- 
lation Demand supply

Hong Kong

Germany

Israel

Luxembourg

singapore

United Kingdom

United states

                   less Supportive                more Supportive

 
access to Capital: capital can be obtained from public funding sources (i.e. government 
subsidies) or from private investors (i.e. angel investors, private equity and venture capital). 
as an international financial centre, capital should be one of hong kong’s strongest assets. 
however, the limited availability of private funding as a result of rather traditional local inves-
tors is the major reason why hong kong ranks lower than the united States (uS) and the 
united kingdom (uk) with regard to access to capital.

access to talent: Fintech talent is defined as a combination of technology talent, finan-
cial services talent and entrepreneurial talent. While hong kong’s large financial services 
industry provides finance and business talent, technology and entrepreneurial talent is less  

1



 
EUBIP PosItIon PaPER 2017   

6

available. attracting the right talent remains a key challenge for the Fintech sector as hong 
kong graduates often opt for more traditional career pathways.

Infrastructure: high (mobile) internet connectivity and mobile data penetration rates cou-
pled with the available infrastructure at cyberport and the Science park provides start-ups 
with the modern infrastructure required to start their business in hong kong. hong kong 
has also agreed with Shenzhen to develop a new technology park to further boost tech 
development in both cities.2 in this respect, hong kong is comparable with cities such as 
Berlin, Singapore and tel aviv, and is catching up with london, new York, and Silicon valley.

Regulation: While there are a number of positive developments in hong kong, including 
the establishment of the Fintech Supervisory Sandbox by the hong kong monetary author-
ity (hkma) and the Fintech contact point by hong kong’s Securities and Futures commis-
sion (SFc), the regulatory environment in other markets, such as the uk, is widely perceived 
as more conducive to the development of Fintech.

Demand: Generally speaking, consumers in hong kong have embraced Fintech more than 
consumers in any other major global market. in addition, the presence of many international 
financial institutions (banks, insurers, asset managers, etc.) in hong kong provide Fintech 
firms with the corporate and financial institutional demand to test and market their prod-
ucts and services. however, corporates in hong kong seem largely hesitant to incorporate 
innovative technology. 

supply: as far as the number of currently existing providers of Fintech products and ser-
vices is concerned, hong kong seems to lag behind other major financial centres.

2. Access to Capital

2.1.  Background

Fintech is an emerging sector attracting enormous investment around the world. Global 
investment in Fintech ventures totalled eur 21.08 billion in 2015.3 Fintech companies have 
different capital needs at different stages of the business life cycle. access to capital is one of 
the key factors determining Fintech companies’ success and is especially critical for Fintech 
start-ups before their business becomes profitable. 
Fintech companies generally raise funds by means of (i) debt, (ii) equity, (iii) crowdfunding, 
(iv) initial public offering, and (v) venture capital funds.

2
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2.1.1.  Policy Concerning Fintech Companies Raising Capital in Hong Kong 

hong kong is set to become a leading Fintech hub and a series of initiatives has been 
launched to support the Fintech sector. 

the hong kong government established the Steering Group on Financial technologies 
(Steering Group) in april 2015 to examine and formulate strategies to develop hong kong 
as a Fintech hub. the Steering Group published a report in February 2016 and proposed a 
number of recommendations to further hong kong Fintech development in various areas, 
including funding. the Steering Group recommended, among others, enhancing the dis-
semination of information on funding sources available in hong kong so that Fintech com-
panies can take advantage of both public and private sector schemes. 

in addition, investhk, a government body responsible for attracting and retaining foreign 
direct investment in hong kong, launched a Fintech campaign in September 2016 to pro-
mote hong kong Fintech ecology. it has established a dedicated Fintech team to organise 
international Fintech events and bring potential Fintech firms, investors and research and 
Development (r&D) institutions to hong kong.4 the inaugural hong kong Fintech Week was 
held in november 2016. a new hong kong Fintech website (www.hongkong-fintech.hk) has 
also been launched as an online platform to promote local Fintech industry. 

the hong kong Government has also established various public funding schemes from 
which Fintech companies can benefit. For example, innovation and technology Fund (itF), 
corporate venture Fund (cvF) and various cyberport funding schemes. according to the 
hong kong government’s 2016 financial policy, a new hkD 2 billion innovation and technol-
ogy venture Fund (itvF) will be established to encourage private venture funds to invest in 
technology start-ups via a matching process.5 the itvF is expected to be launched in the 
first half of 2017.6 

2.2.  Main Issues and Challenges

hong kong ranked last in terms of access to capital among seven global Fintech centres 
including the uk, california, new York, Singapore, Germany and australia, in 2015.7 capital 
availability is a challenge for hong kong-based Fintech companies due to various factors 
which are referred to below.   

2.2.1. Lack of sizeable Public Funding Programmes

the lack of government funding support for tech start-ups in hong kong has been criti-
cised.8 the funding programmes available are limited in number and size compared to 
funding programmes in other countries. the hkD 50 million available under the cvF has 

http://www.hongkong-fintech.hk
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been criticised as too little and considerably less than the amount of government-supported 
venture funds available in other countries such as Singapore, taiwan and mainland china.9 
Further, the enterprise Support Scheme under hong kong’s itF only offers dollar-for-dollar 
matching of private funding for research and development (r&D) activities of up to hkD 10 
million per project, and not for Fintech companies specifically. a further hkD 5 billion was 
however injected into the itF in 2015. 

in comparison, the British Business Bank (BBB), a state-owned economic development bank 
in the uk supporting small and medium enterprises’ (Smes) (including Fintech companies) 
access to finance, has received eur 1.47 billion (GBp 1.25 billion) of government funding 
since its establishment in 2012.10 BBB has also given capital support to the uk angel coFund, 
a eur 118 million (GBp 100 million) fund which aims to back promising uk businesses and 
develop the business angel investment market.11 

France’s public investment bank, Bpifrance, has been actively investing in innovation com-
panies. it has launched a eur 500 million fund to invest in deals of eur 10 million or more.12 
in may 2016, Bpifrance announced a further eur 6.5 billion fund for start-ups and innovative 
technology companies, citing commitments from public and private investors: enough to 
cover financing needs for start-ups over the next three years.13

Berlin also offers a number of funding programmes for which Berlin-based Fintech start-ups 
can apply, including its flagship pro Fit-project Financing programme established by inves-
titionsbank Berlin (iBB). iBB provides funding to innovative start-ups of up to eur 1.4 million 
per project, comprising a non-repayable grant of up to eur 400,000 and a low-interest loan 
of up to eur 1 million.14 

in luxembourg, the eur 150 million luxembourg Future Fund invests in venture capital 
funds as well as Smes to foster luxembourg’s Fintech sector (among others).15 also in lux-
embourg, a eur 20 million Digital tech Fund for ict start-ups has been set up by public 
and private partners,16 while luxinnovation provides grants for research, development and 
innovation projects.17 innovative Smes can also obtain loans on favourable terms under the 
innovFin framework, a joint initiative by the european investment Bank Group and the euro-
pean commission.18  

  Lack of a Fintech-specific Fund

hong kong lacks a Fintech-specific funding scheme. in contrast, the monetary authority 
of Singapore (maS) launched a Financial Sector technology and innovation Scheme (FSti) 
in 2015 to cater specifically for Fintech ventures. the FSti is a eur 148 million (SGD 225 mil-
lion) fund which provides support for innovation centres as well as institutional-level and 
industry-wide Fintech projects.19
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2.2.2. Hong Kong Lagging Behind in Venture Capital Development

Despite being a leading world financial centre, hong kong is a less attractive place for ven-
ture capital investment. according to the martin prosperity institute, hong kong ranked 
107th for venture capital investment in the world while San Francisco, new York and london 
ranked first, fourth and seventh respectively.20 

Despite an increase in venture capital investment and the establishment of investor net-
works, such as hong kong Business angel network and asia Fintech angels, hong kong’s 
venture capital industry is less developed than that of Berlin, london, new York and Silicon 
valley.21 in 2015, Berlin’s tech companies received eur 2.15 billion in venture capital invest-
ment while london’s start-ups received venture capital investment of eur 1.77 billion.22 
on the other hand, new York-based Fintech start-ups received around eur 2.088 billion 
in investment in 2015, while Fintech companies based in Silicon valley, california received 
around eur 4.103 billion in investment for the same period. in the first quarter of 2016, a con-
siderable amount of venture capital continued to flow to the uS where new York- and Silicon 
valley-based Fintech ventures received eur 652 million and eur 483 million in investment, 
respectively.23 hong kong, on the other hand, had received only eur 156 million in Fintech 
investment as of July 2016.24 hong kong is also lagging behind other major cities in asia that 
are competing to be asia’s Fintech hub, such as tokyo and Singapore, in terms of venture 
capital investment.   

the hong kong government may consider introducing new measures or incentives to attract 
more venture capital to hong kong. For example, hong kong may follow the uk by putting 
in place special tax regimes for individuals and enterprises investing in start-ups.25 

  Raising Venture Capital under the EuVECa Regulation

Qualifying european venture capital fund managers (QvcFms) are able to market qualifying 
venture capital funds (QvcFs) to eligible investors and raise funds across europe under the 
european venture capital Funds regulation [eu 2013/345] (euveca regulation). this aims 
to provide access to finance for Smes and sets out the requirements for QvcFms, QvcFs 
and investors. hong kong Fintech Smes may fulfil the required criteria and could therefore 
qualify as eligible targets for QvcFs, and thus benefit indirectly from the pan-european fun-
draising passport under the euveca regulation.   

2.2.3. Relatively Few Fundraising Platforms in Hong Kong

as part of investhk’s initiative to promote and develop a local Fintech ecosystem, the first 
hong kong Fintech Week was launched in november 2016. there has also been an increase 
in the number of Fintech events and accelerator programmes being held in hong kong, for 
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example the Fintech Finals, Fintech o2o Global Summit, Supercharger Fintech accelera-
tor, DBS accelerator by nest and Fintech innovation labs by accenture. these events and 
programmes serve as a platform for Fintech start-ups to network with other industry play-
ers and pitch and showcase their ideas and products to the public, thus paving their way to 
capital funding. nevertheless, there are still limited opportunities for Fintech entrepreneurs 
to connect with potential venture capitalists and angel investors.26 in contrast, a lot of Fin-
tech initiatives and programmes have been organised in other financial hubs; in london, for 
example, Fintech events are held all year round.27 investhk and other public bodies might 
consider organising more Fintech events in cooperation with different Fintech networks 
and financial institutions, so as to provide more fundraising platforms for hong kong-based 
Fintech start-ups.

the current Fintech specific accelerator programmes in hong kong are all private initiatives, 
although the hkStp has offered tech accelerator programmes. in contrast, the uk’s central 
bank, the Bank of england, has launched a Fintech accelerator to facilitate the deployment 
of innovative technologies on issues related to the financial industry in cooperation with a 
number of banks.28 the hkma may follow suit in establishing a government-backed Fintech 
accelerator which may attract more venture capitalists to hong kong.

2.2.4. Limited Information Flow Regarding Fintech Funding 

there is limited information about access to capital in hong kong for Fintech companies 
on the hong kong Fintech website (www.hongkong-fintech.hk) launched by investhk. the 
website should consider facilitating and enhancing information flow within the Fintech 
industry by disseminating information relevant to both public and private funding and 
financing opportunities (both public and private) in hong kong.

2.2.5. Hong Kong Lack of Developing Regulations to Facilitate Crowdfunding 

equity crowdfunding is a popular fundraising method for Fintech and other start-ups in 
the uk and uS where a number of equity fundraising platforms are available for start-ups.  
equity crowdfunding platforms however are virtually non-existent in hong kong. the rea-
son is that equity crowdfunding risks breaching various provisions of hong kong’s regula-
tory regime, notably the restrictions on marketing securities under the companies (Winding 
up and miscellaneous provisions) ordinance and the Securities and Futures ordinance, as 
well as the requirement that anyone marketing or promoting securities must be licensed by 
the SFc. there is also the risk that the SFc may determine an equity crowdfunding platform 
to be offering interests in a collective investment scheme which requires SFc authorisation.  
the platform might then also need to be licensed by the SFc to conduct asset management 
which is a regulated activity in hong kong. While the uk and uS have introduced specific 
legislation to allow crowdfunding activities within strict parameters, hong kong has done 

http://www.hongkong-fintech.hk
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nothing as yet to amend its regulatory framework to facilitate start-ups’ access to crowd-
funding finance.

in march 2016, the hong kong Government advisory body, the Financial Services and Devel-
opment council (FSDc), published a paper, “introducing a regulatory Framework for equity 
crowdfunding in hong kong”. noting that the current sources of finance for start-ups are 
limited, the FSDc concluded that hong kong should adjust its regulatory regime as soon as 
possible in order to facilitate a hong kong crowdfunding equity market. this would allow 
hong kong to gain an advantage in this important new area of corporate finance while pro-
viding Smes, including Fintech companies, with much needed access to capital. 

2.2.6. Chinese Competition for Fintech Investment 

the hong kong Fintech industry is expanding quickly and had obtained eur 156 million 
of investment as of July 2016. however, this represents only a tiny proportion (1.8%) of the 
overall investment received by chinese Fintech companies; a total of eur 8.522 billion was 
invested in mainland china-based Fintech companies in the first seven months of 2016.29 
the huge Fintech market in mainland china offers attractions for large-scale investment. 
the three largest Fintech fundraising deals in mainland china in the first half of 2016 raised 
a total of eur 6.33 billion.30 31 in contrast, the largest Fintech deal in hong kong over the 
same period raised only eur 151 million.32 instead of competing directly with the mainland 
china, hong kong should endeavour to establish close ties with mainland china in respect of 
Fintech in order to attract more investors and gain traction.33 the hong kong Government 
might consider launching initiatives to facilitate cooperation and collaboration with main-
land china in the Fintech sector. 

2.3.  Recommendations

 • FSBc encourages the hong kong Government to launch more funding programmes to meet 
the different needs of Fintech companies and to increase the amount of funding available 
to these companies.  

 • FSBc encourages the hong kong Government to set up a Fintech-specific public sector fund.

 • FSBc suggests creating a stand-alone section on access to capital on the hong kong Fintech 
website (www.hongkong-fintech.hk) to better inform Fintech companies about funding 
and financing opportunities (both public and private) available in hong kong. 

 • FSBc suggests holding more Fintech events or competitions, as well as government-backed 
Fintech acceleration programmes, in hong kong, so as to increase investment channels to 
the hong kong Fintech industry.

http://www.hongkong-fintech.hk
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 • FSBc strongly recommends the Financial Services and treasury Bureau, the hong kong leg-
islative council (legco) and the SFc to review and amend the current regulatory regime to 
provide for new methods of financing, such as equity crowdfunding and peer-to-peer lending.

 • FSBc encourages european companies/venture capitalists to explore opportunities to invest 
in hong kong Fintech companies.

3. Access to Talent 

key to the development and growth of any new industry is the talent pool which it has at 
its disposal. Fintech talent can be characterised as a combination of financial services talent, 
technology talent and entrepreneurial talent.

according to a 2016 report, hong kong ranks last in terms of the number of people working 
in Fintech compared to new York, california, the uk, australia, Singapore and Germany. its 
Fintech workforce is currently only around 8 000 people.34

as a developed global financial centre, hong kong has a significant amount of highly skilled 
financial services talent. Senior financial services practitioners are attracted to employing 
their skills and knowledge in the development of advanced Fintech goods or services, and 
can take advantage of their extensive professional networks to bring products to market. 
many Fintech start-ups have ex-financial services practitioners on their management teams. 
however, hong kong Fintech start-ups have long complained the lack of local information 
technology talent.35 When it comes to entrepreneurial talent, hong kong ranks 32nd in the 
2017 Global entrepreneurship index, lower than all six countries mentioned above.36 

hong kong graduates often opt for careers in established, mainstream industries and there-
fore look for prestigious and secure jobs at traditional financial institutions. entrepreneur-
ship is often discouraged because of the risk of failure. apart from job security and prestige, 
remuneration undeniably has an effect on graduate career choice. Fintech start-ups can-
not compete with the salaries offered by established global financial institutions which are 
increasingly facing extraordinarily high salary demands.

3.1.  Fostering Entrepreneurship  

hong kong has less of a start-up culture than other Fintech centres (such as Silicon valley). 
hong kong graduates rarely consider starting their own business and are often unaware of 
what is involved in running a business. Fostering entrepreneurship should therefore be a key 
priority for the hong kong government. 

3
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the FSBc acknowledges the efforts of several hong kong universities to encourage entre-
preneurship by establishing entrepreneurship centres. however, as with technology, expo-
sure to entrepreneurship needs to start an early age. the FSBc considers it to be crucial that 
students gain exposure to entrepreneurship starting from secondary education. this will 
increase students’ awareness and understanding of career opportunities with start-ups. it 
will further boost the interest of secondary school graduates in university entrepreneurship 
centres making them more effective. 

While degrees and courses offered at entrepreneurship centres are undoubtedly valuable, 
there also needs to be a platform where students can experience entrepreneurship and 
technology hands-on. companies have repeatedly expressed their interest in organising 
events where students can use their technological, entrepreneurial as well as product and 
service development skills. these events give companies the opportunity to promote them-
selves to students and give students exposure to potential employers. Students would also 
be able to put their technological knowledge into practice and experience what it is like to 
work as an entrepreneur. 

3.2.  stEM Education Reform

Given the rapid pace of economic, scientific and technological development, the hong kong 
government has agreed to reform primary and secondary education to strengthen educa-
tion and nurture talent in Science, technology, engineering and mathematics (Stem).37 rig-
orous reform of Stem education and its fast implementation in schools has been backed by 
several legco members.38

at the level of tertiary education, hong kong universities are increasingly aware of their 
important role in cultivating Stem talent in hong kong, including Fintech talent. they have 
been pushing their Fintech agenda by incorporating Fintech related courses as part of the 
curriculum, as well as Fintech events as extracurricular activities. the hku School of pro-
fessional and continuing education (hku Space), for example, offers a programme called 
“executive certificate in internet Finance” which aims to provide students with knowledge 
of the latest developments in Fintech innovation and application. the course is taught by 
lecturers who have been founders of Fintech start-ups themselves. in october 2016, the 
university of hong kong (hku) announced a new partnership with hong kong applied Sci-
ence and technology research institute (aStri) to establish a Joint research laboratory on 
Fintech, healthtech and Smart city. the aim of the partnership is to cultivate a new genera-
tion of researchers through scientific training and student exchanges.39

the cyberport Digital tech internship programme allows full-time tertiary ict-students 
in hong kong to gain work experience in Silicon valley or Shanghai ict companies dur-
ing the summer holidays.40 in addition, the cyberport university partnership programme 
is a Fintech-focused entrepreneurship programme that offers hong kong students the 
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opportunity to participate in an entrepreneurship Boot camp at the Stanford Graduate  
School of Business.41 

3.3.  attracting Foreign talent

hong kong is ranked as the 5th most appealing place to work for foreigners. in attracting for-
eign high-skilled talent, hong kong ranks 6th.42 this is explained partly by the fact that hong 
kong – together with Singapore -  has one of the most effective and expeditious immigra-
tion regimes.43 

the FSBc’s research shows that eastern europe, vietnam, india as well as mainland china are 
popular among employers when it comes to recruiting foreign talent or outsourcing their 
technological development teams. 

Foreign entrepreneurs who want to establish or join a start-up business in hong kong can 
take advantage of the investment as entrepreneurs visa. the immigration Department 
may consider the application favourably, if the start-up business concerned is supported 
by a government-backed programme with a rigorous vetting and selection process and 
the applicant is the owner or partner of the business, or a key researcher. it usually takes 
four weeks to process a visa/entry permit application for investment upon receipt of all the 
required documents.44

in recruiting talent from mainland china, hong kong businesses may benefit from the 
admission Scheme for mainland talents and professionals (aSmtp). this visa is subject to a 
number of stringent eligibility criteria, of which the most difficult is the need to prove to the 
immigration Department that the job for which the visa applicant is hired cannot be filled 
from the hong kong workforce.45

Finally, it should be noted that any improvement in hong kong’s already favourable immi-
gration policy, would not necessarily enhance its attractiveness for foreign talent. the high 
cost of living in hong kong is a considerable obstacle in persuading foreigners to move to 
hong kong, particularly given that the average annual salary for hong kong software engi-
neers is eur 33,000, which is less than the comparable salary in Singapore (eur 35,000), lon-
don (eur 60,000) and new York (eur 110,000).46 not surprisingly, Singapore (3rd), the uk (4th) 
and the uS (2nd) rank above hong kong (6th) in attracting foreign high-skilled talent.47

3.4.  Recommendations

 • FSBc encourages the hong kong government to team up with the private sector to create 
platforms bringing companies and students together with the aim of stimulating careers 
and education in technology and entrepreneurship.
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 • FSBc encourages the hong kong government to continue focusing education on technol-
ogy topics paying particular attention to Stem and information and communication tech-
nology, especially in the field of coding. 

 • at the moment, the investment as entrepreneurs visa’s scope is limited to proprietors or 
partners of start-up companies or key researchers. FSBc recommends extending it to skilled 
foreigners or introducing a technology specific visa scheme similar to the uk’s tech nation 
visa Scheme. 

 • With regard to the admission Scheme for mainland talents and professionals (aSmtp), the 
FSBc encourages the hong kong government to classify Fintech jobs as jobs that currently 
cannot be readily filled from the local workforce. 

4. Infrastructure

Fintech firms are especially dependent upon access to developed information and com-
munications technology (ict) infrastructure. this includes high-speed internet connectivity 
and high internet penetration, data centre and cloud infrastructure availability, as well as 
data access considerations including the availability of public open data. the sophistication 
and reliability of these components of critical business support infrastructure will be a key 
determinant for market attractiveness, and thus merit consideration in analysing of hong 
kong’s competiveness as a Fintech innovation centre.

4.1.  Difficulties opening a Bank account

For companies – particularly Smes and start-ups - the opening of a bank account typically 
requires the submission of a long list of documents and certifications for due diligence and 
risk assessment purposes. Both legco and the hkma have recognised these difficulties.48 

4.2.  Fintech-specific Infrastructure 

4.2.1.  Internet and Mobile Internet Connectivity and Penetration

Fintech businesses often rely on the processing of a large amount of media content, big 
data, cloud computing and internet of things (iot). a high-speed broadband network is 
therefore one of the key drivers of their success.49 the following sections will look at the 
current fixed and mobile internet connectivity in hong kong, compared with other leading 
countries in the Fintech field. 

4
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a B C D E F

Hong Kong 110.3 2 3.345 92.47 5 104.5

Germany 53.9 38 0.146 73.69 9 63.6

Israel 65.8 23 0.098 95.23 1 52.2

Luxembourg 60.7 29 6.887 n/a n/a 111.2

singapore 146.9 1 0.617 94.42 3 156.1

United Kingdom 61.0 28 0.430 84.20 8 98.7

United states 67.8 22 0.071 91.69 6 97.9

Column a displays the average fixed broadband connection peak speed (mbps) for Q1 of 
2016. Column B shows the global ranking of each country in Q1 2016 in terms of average 
connection speed.50  

Singapore and hong kong lead the world for their average fixed broadband peak connec-
tion speeds, mainly due to their fully liberalised markets for international and local internet 
service providers. Singapore, which already ranks 1st for peak speeds, is expected to retain 
the lead in the near future. Singapore launched its first 10 Gigabit per second (Gbps) broad-
band service to corporate customers in 2014 and now has two telecommunication compa-
nies offering it to both households and businesses.51

Column C indicates the 2014 international internet bandwidth per internet user (mbps). 52 
in the same report, international internet bandwidth is also measured to indicate the aver-
age traffic load of international fibre-optic cables and radio links for carrying internet traffic 
within a region. hong kong significantly surpasses the other countries in terms of interna-
tional traffic, reflecting its capacity as an international data centre hub.

Column D indicates the percentage of time that users can connect to a particular 3G or 
4G network. mobile technologies are fuelling Fintech growth through various innovative 
products ranging from digital wallets to iot connectivity. the coverage and popularity of 
mobile networks are thus key concerns for a mobile-tech start-up entering a new market. in 
the absence of wireless internet connection, mobile data can support Fintech services. the 
coverage of 3G/4G or better signal in a region is a useful benchmark since consumers can 
accomplish most basic smartphone tasks on a 3G/4G connection. Column E shows the rank-
ing of the countries in 3G/4G availability as of august 2016.53

While the 3G/4G availability shows the coverage of mobile broadband network in a particu-
lar region from a technical perspective, it does not indicate the prevalence of use of mobile 
broadband networks in the region. to complement this, column F shows the active mobile 
broadband subscriptions per 100 inhabitants in 2014, reflecting the popularity of using 
mobile internet.54
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hong kong is considered to be a leading digital economy with robust ict infrastructure 
and a high technology literacy and adoption rate, which together create an attractive envi-
ronment for Fintech development. in addition, thanks to its proximity to mainland china, 
a conducive business environment and stable government, hong kong is seen by numer-
ous cloud computing firms and data centre operators as a point of expansion across the  
asia-pacific.55

4.2.2.  Cloud Infrastructure availability 

cloud adoption has accelerated rapidly in recent years, encompassing both private or virtual 
private cloud models, as well as public and hybrid management models. cloud computing 
offers a competitive advantage by giving organisations a scalable solution to quickly launch 
new products or services in new markets. the cost of investment is also reduced due to on-
demand self-service.

it is apparent that Fintech start-ups are increasingly becoming a source of innovative solu-
tions for the financial markets. those start-ups, however, often face challenges in getting 
their products up to the level of the service agreements expected by major financial institu-
tions in a timely manner.56 cloud services thus offer the scalability, flexibility and speed to 
market that allow start-ups to grow quickly.

among the three types of cloud computing – infrastructure as a Service (iaaS), Software as 
a Service and platform as a Service – research house, Gartner, has defined iaaS as “a stan-
dardised, highly automated offering, where computer resources - complemented by storage 
and networking capabilities - are owned and hosted by a service provider and offered to 
customers on-demand over the internet”.57

Cloud Readiness Index 2016

Hong Kong 78.1

Germany 74.3

singapore 76.7

United Kingdom 75.7

United stats 71.6

according to the cloud readiness index 2016, hong kong climbed to the top slot on the 
index, four spots up from the 2014 index.58 this comprehensive index indicates how pre-
pared the 14 countries or regions are in rolling out cloud computing, based on 10 parameters 
(international connectivity, broadband quality, sustainability, data centre risk, cybersecurity, 
regulatory environment, intellectual property protection, business sophistication, and free-
dom of information). hong kong did very well on privacy and broadband quality. however, 



 
EUBIP PosItIon PaPER 2017   

18

hong kong needs to improve in the areas of  cybersecurity, sustainability and government 
regulation. hong kong scored much higher than Singapore on freedom of information.

4.2.3.  open Data and Cybersecurity 

Global open Data Index  
(2015)

Global Cybersecurity Index 
(2014)

Hong Kong 37 8

Germany 26 5

Israel 44 6

Luxembourg 40 13

singapore 23 6

United Kingdom 2 5

United states 8 1

open data could boost the development of the Fintech industry. Banks can for example 
use open application programming interfaces (apis) so as to enable Fintech firms to obtain 
the bank’s customer data. Subsequently, Fintech firms can analyse and use this data to offer 
more customised services. apis are a result of an open Data policy. in the 2015 Global open 
Data index, hong kong did better than israel and luxembourg, but considerably worse than 
Germany, Singapore, uk and uS.59 

as Fintech uses the internet, cybersecurity is vitally important to the industry’s develop-
ment. in may 2016, hkma launched the cybersecurity Fortification initiative (cFi). the cFi 
aims to improve banks’ cybersecurity. it adopts a three-pronged approach: (1) cyber resil-
ience assessment Framework (craF), (2) professional Development programme and (3) 
cyber intelligence Sharing platform.60 in the 2014 Global Security index, hong kong was 
ranked above luxembourg, but below Germany, Singapore, israel, uk and uS.61

4.2.4.  Cyberport and science Park

after its announcement in early September 2016, the hkma-aStri Fintech innovation hub 
was launched by hkma – in cooperation with aStri - on 11th november 2016. this Fintech 
innovation hub – based within the hong kong Science park - is meant to be a place where 
various Fintech stakeholders such as start-ups, financial institutions as well as the hkma, can 
collaborate on innovative ideas and hold proof-of-concept trials.62 

hong kong cyberport offers start-ups a co-working space. For the 2016-2017 budget, it was 
decided that a 35 000 sq.ft. working space in cyberport’s co-working Smart-Space will be 
reserved for Fintech start-ups. apart from offices, the Smart-Space also offers a showroom 
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where start-ups can showcase their products to potential investors. the first start-ups moved 
in in December 2016. the aim is to provide support for up to 150 Fintech start-ups over the 
next five years.63 

4.3  Recommendations

 • hong kong should diverge from a ‘one-practice-fits-all’ approach when it comes to on-
boarding banking customers based on their risk levels, and the guidance and clarification 
from the hkma. at the same time, inter-bank communications should be encouraged and 
enhanced, under appropriate supervision of the relevant regulatory bodies, to de-duplicate 
efforts in performing individual due diligence on customers.

 • hong kong is performing well with regard to (mobile) internet connectivity. it should main-
tain this high standard in the future.

 • the FSBc encourages the hong kong government to adopt policies which improve the qual-
ity and increase the quantity of open Data, especially in the financial services industry. in this 
regard, the hong kong government could discuss open Banking and apis with the european 
commission as well as the european Banking authority. 

 • the FSBc applauds the Fintech Smart-Space at cyberport and the Fintech innovation hub 
at Science park. 

5. Regulation

Financial regulators generally acknowledge the opportunities Fintech may provide for the 
financial sector. these include higher capital efficiency, better credit allocation and risk con-
trol as well as wider access to financial advice and services at lower costs. also, it offers new 
ways of analysing, sharing and securing data and increases competition in the financial sec-
tor by opening the market to new entrants. more market participants and services offered 
may reduce systemic risk and lead to more customer-friendly products. 

on the other hand, with increasing dependence on technology, the financial sector also faces 
new and increased challenges. these include questions about the operational resilience and 
business continuity of firms relying on Fintech, and what happens when technology fails, 
or becomes the victim of cyber threats. also, there may be doubts as to whether new and 
smaller market participants have effective and adequate risk strategies and management 
systems, conduct their business with due skill, care and diligence and take reasonable care to 
organise and control their affairs responsibly and effectively. in addition, although not regu-
lated per se, Fintech activities may fall within the purview of existing financial regulation on 

5
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lending, payment systems, investment advice, trading services or prospectus requirements, 
to name but a few.64 

as a consequence, regulators worldwide have been trying to determine the appropriate 
regulatory and supervisory response to the evolution of Fintech and the actions that may be 
necessary to mitigate potential risks while harnessing the benefits Fintech may bring.

5.1.  EU, UK and singapore

5.1.1.  European Union

the eu has not introduced a comprehensive regulatory framework for Fintech yet, but a 
plethora of regulations have been implemented – ranging from standardised mobile and 
internet payments65 to e-money and e-invoicing66 - that apply more or less directly to Fin-
tech.67 Generally speaking, the european commission seems to have chosen a hands-off 
approach in promoting the development of the Fintech industry and gives it the space to 
develop, while ensuring an appropriate balance with the protection of investors and con-
sumers.68 already in 2015, the european commission adopted its Digital Single market strat-
egy to prepare europe for the digital revolution and unlock digital opportunities for people 
and businesses.69 although not addressing Fintech directly, this strategy builds on the vision 
that increased market integration and innovation will improve europe’s digital competitive-
ness. in addition, with its 2015 Green paper on retail financial services and the adoption of 
the envisaged action plan early in 2017,70 the european commission aims to facilitate the 
development of innovative solutions in retail finance (including digital ones) across the eu 
by proposing appropriate policy measures.     

other eu institutions have also taken active steps to encourage the growth of new and inno-
vative technologies. the european parliament approved a proposal  for a task force dedi-
cated to digital currencies and Blockchain technology, and stressed the need for precaution-
ary monitoring rather than pre-emptive, heavy-handed regulation.71 the Joint committee 
of the european Supervisory authorities seems to prefer a more conservative approach 
emphasizing the potential risks of Fintech, such as macro-prudential, it and integrity risks.72 
the european Securities and markets authority (eSma)  has issued a discussion paper for 
public consultation on Distributed ledger technology (Dlt). its purpose is to help eSma 
to assess the opportunities and challenges posed by Dlt from a regulatory standpoint and 
form an opinion on whether a specific regulatory response to the use of this technology in 
securities markets is needed.73 the european central Bank has also issued various papers 
and statements on Dlt and crypto currencies and their impact on monetary policy and cen-
tral banking.74 in addition, various eu institutions have issued papers on crowdfunding.75
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Dlt and crypto currencies have also been the subject of regulation in some eu member 
States. For example, the financial regulator of luxembourg, the commission de Surveillance 
du Secteur Financier, recognised virtual currencies in 2014.76 Furthermore, luxembourg 
granted a payment licence to a virtual currency operator.77  

5.1.2.  United Kingdom 

the uk financial regulator – the Financial conduct authority (Fca) – has launched a regu-
latory sandbox. it aims to create a ‘safe space’ for businesses to test innovative products, 
services, business models and delivery mechanisms without immediately incurring all the 
regulatory consequences of engaging in such an activity.78 the sandbox is available to 
authorised firms looking for clarity around applicable rules before testing an innovative 
idea, unauthorised firms which may be granted restricted authorisation allowing them to 
test their ideas, as well as technology businesses that want to provide services to regulated 
firms. Further, an innovation hub has been established to enable new and established busi-
nesses, both regulated and non-regulated, to introduce innovative financial products and 
services to the market and to identify areas where the regulatory framework needs to adapt 
to enable further innovation in the interests of consumers.79 the Fca has also established an 
advice unit providing regulatory feedback to firms developing automated models that seek 
to deliver lower cost advice to consumers.80

the Bank of england has announced the launch of a Fintech accelerator to work in partner-
ship with Fintech firms on the challenges faced by a central bank.81 this will offer new tech-
nology firms the chance to demonstrate their solutions for real issues. 

5.1.3.  singapore

the maS announced a risk-based approach to Fintech innovation82 stressing that there 
cannot be a “one-size-fits-all” approach to Fintech given the wide range of technologies it 
encompasses. the maS launched a regulatory sandbox to enable financial institutions and 
non-financial players to experiment with Fintech solutions on 16th november 2016.83 For this 
purpose it is prepared to relax specific regulatory requirements to which relevant entities 
would otherwise be subject. together with the Singapore national research Foundation, 
maS also set up a dedicated Fintech office serving as a one-stop virtual entity for all Fintech 
matters and to promote Singapore as a Fintech hub.84 in addition, Fintech businesses may 
tap into the Financial Sector technology and innovation scheme to which maS has com-
mitted 148 million eur (225 million SGD) to support the creation of a vibrant ecosystem for 
innovation in Singapore.85  
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5.2.  Hong Kong  

5.2.1.  Hong Kong Monetary authority  

the chief executive of the hkma has acknowledged the great advancements in Fintech in 
recent years. in order to ensure the creation of an environment conducive to innovation and 
fair competition, while protecting end users from potential risks, he announced that the 
hkma would adopt a risk-based and technology-neutral approach in its supervision.86 

the hkma has established a Fintech Facilitation office (FFo) to enable the sustainable devel-
opment of a Fintech ecosystem and to promote hong kong as a Fintech hub in asia.87 the 
three main functions of the FFo are working with the industry to promote research in Fin-
tech solutions, providing a platform for industry communication and outreach activities, as 
well as acting as an interface and point of contract between Fintech market participants and 
regulators. 

the FFo was followed by the launch of a Fintech Supervisory Sandbox (FSS) which is avail-
able to Fintech and other technology initiatives of authorised institutions (ais) in hong 
kong. Within FSS, ais are allowed to conduct pilot trials of their technology without the 
need to fully comply with the usual regulatory requirements.88 these pilot trials will operate 
within clearly defined boundaries concerning, among others, the customers and technolo-
gies involved. in addition, adequate customer protection measures and risk management 
controls must be in place. ais intending to access the FSS may get in touch with hkma to 
discuss the supervisory flexibility that may be granted to an ai on an individual basis. hkma 
has announced that the FSS will be refined over time to reflect implementation experience 
and industry developments.

the hkma and the applied Science and technology research institute (aStri) have 
launched a Fintech career accelerator Scheme (FcaS) as a talent development scheme to 
nurture Fintech talent to meet the growing needs of the hong kong Fintech industry.  FcaS 
is supported by 11 banks and nine universities and offers internships to students interested 
in a career in Fintech.89

5.2.2.  securities and Futures Commission 

Following the establishment of the FFo by hkma, the SFc established a Fintech contact 
point to enhance communication with businesses involved in the development and applica-
tion of Fintech in hong kong.90 the purpose of the Fintech contact point is to facilitate the 
Fintech community’s understanding of the current regulatory regime, and to enable the SFc 
to stay abreast of the development of Fintech in hong kong. 
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in addition, the SFc created a Fintech advisory Group to enable the Fintech contact point 
to obtain information on the latest trends in Fintech, collect stakeholders’ input on specific 
Fintech topics, identify the opportunities, risks and regulatory implications of Fintech and 
broaden the understanding of Fintech as an evolution of the financial services industry.91

5.2.3.  Hong Kong Government

the hong kong government established a Steering Group on Financial technologies to 
advise the government on how to develop and promote hong kong as a Fintech hub. the 
Steering Group released a report92 in February 2016 proposing a number of recommenda-
tions which include providing assistance to Fintech start-ups, attracting financial institutions 
to locate their accelerator programmes and laboratories in hong kong, improving dissemi-
nation of information on funding resources and encouraging young talent to enter the Fin-
tech sector.

the hong kong government established the Financial Services Development council (FSDc) 
in January 2013 in response to the financial services industry’s call for a high-level govern-
ment advisory body to support the sustained development of the financial services industry. 
it acts as a focal point of views and melting pot of ideas, as a champion and ambassador 
of the industry, and as a capacity builder. in its role as advisory body, FSDc has repeatedly 
stressed that hong kong should aim to be a leading Fintech hub to complement its role as 
a leading international financial centre.  in march 2016, the FSDc published a paper93 recom-
mending the introduction of a regulatory framework to facilitate equity crowdfunding in 
hong kong. 

5.3.  Recommendations

 • the FSS established by the hkma is currently only open to ais. the FSBc encourages the 
hong kong regulators to extend the Sandbox to financial intermediaries regulated by the 
SFc as well as non-financial and non-regulated firms. this would enable Fintech start-ups to 
test and develop innovative ideas without potentially triggering the full regulatory compli-
ance requirements.  

 • FSBc encourages the hong kong government to consider a close cooperation with the chi-
nese government on Fintech matters. a goal could be the establishment of a mutual recog-
nition regime allowing Fintech providers and products access to each other’s market. 

 • FSBc encourages the hkma to further pursue Fintech cooperation agreements with other 
regulators, similar to its agreement with the uk Fca. 
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the eu and hong kong are encouraged to closely collaborate on Fintech topics, share  
information about emerging Fintech trends and regulatory issues, expedite discus-
sions on introducing Fintech products in each other’s market and explore potential joint  
innovation projects.   

6. Demand

a key feature of Fintech is that the demand for it emanates from a number of financial mar-
ket participants. in the first place, one may think of consumers and corporations who benefit 
from cheaper and faster services. on the other hand, traditional financial institutions do not 
necessarily see Fintech as a threat but as an opportunity to incorporate in their business 
models.   

6.1.  Customer and Financial Institutions Demand

6.1.1.  Changing Customers needs

the 2015 Fintech adoption index showcases the adoption rate of Fintech in hong kong, the 
uS, Singapore, the uk, australia and canada. among these countries, the average rate of 
Fintech use is 15.5%; however with an adoption rate of 29.1%, hong kong leads the field. the 
percentage represents the percentage of Fintech users among digitally active consumers 
weighted by the total population in hong kong. the Fintech adoption rate in hong kong is 
indisputably connected to the demand for Fintech in the city.94 

the increase in demand for Fintech results from several changes in customer needs. there 
is a growing demand from consumers for technology as it renders the performance of ordi-
nary processes in our daily tasks easier, quicker and more efficient. one bank stated that 
between august 2013 and august 2016, the number of mobile phone transactions rose by 
232%. in the hong kong banking industry, 85% of all customer transactions last year were 
carried out via mobile phones and online applications.95

the demand for Fintech can also be partly explained by the lack of public trust in traditional 
financial institutions following the 2008 financial crisis. consumers worry about the lack of 
transparency banks display and banks’ customer retention rates have dropped. in contrast, 
only 11.2% of surveyed consumers gave lack of trust as their reason for not using Fintech 
services.96

6
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6.1.2.  Leveraging Fintech to optimize Back office Costs 

ever-increasing back office costs continue to put pressure on financial institutions’ profits. 
increasing regulatory requirements both domestically and super-nationally have sought to 
address the failings at the heart of the 2008 Financial crisis. however, estimates suggest that 
governance, risk and compliance costs now account for 15% to 20% of the total operating 
cost base of most major banks.97 according to a 2016 survey, the average cost-to-income 
ratio in 2015 for all surveyed banks in hong kong increased by 1.6 percentage points com-
pared to 2014. this resulted in an average cost-to-income ratio of 48.7%. in 2015, the aver-
age cost-to-income ratio of the top 10 hong kong- incorporated banks stood at 42.3%, an 
increase of 0.9% compared to 2014. What is more, only 40% of the surveyed banks in hong 
kong showed improvements in reducing their cost-to-income ratio. the high cost-to-income 
ratio can be explained by regulatory and compliance initiatives (see below), but also by the 
increase in salary and infrastructure costs.98 

Financial institutions are of course exploring different ways to reduce their cost-to-income 
ratio and the solution is increasingly coming from technology and software, which is most 
likely designed by Fintech companies. the technology and software designed and used by 
Fintech companies can, for example, automate a bank’s back office. this software is often 
referred to as robotic process automation (rpa). indeed, research indicates that there is a 
significant opportunity for banks to increase the level of automation in their back offices. 
through revising their it-architecture – i.e. software – much smaller departments can take 
care of back office tasks. in establishing a fully automated back office, banks are able to 
generate an improvement in productivity and customer service of up to 50%. rpa is faster 
and more accurate than regular full-time employees. rpa software can work 24 hours a day, 
seven days a week. one bank even observed that if an ideal level of automation could be 
reached, almost 50% of its full-time equivalents could be relieved of their current back-office 
tasks.  in addition, it is reported that rpa can cut the time needed to find a solution by 60%. 
Furthermore, rpa can create a 25% to 50% cost saving.  it is thus not difficult to conclude that 
rpa is a very efficient way for banks to run their back office. rpa software suitable for the 
financial services industry can be provided by Fintech companies.

the fund distribution industry has also acknowledged that technology can foster automa-
tion which in turn lowers back office costs. in December 2016, for example, a Blockchain-
based digital fund distribution platform for asset managers was launched in luxembourg.99 
a cut in costs implies that there will be more resources available to spend on the develop-
ment of new, more user friendly products as well as providing solutions for investors. the 
better the service for clients, the more people will get involved in investment, which means 
more investment in the real economy. 
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6.1.3.  Leveraging Fintech to Reduce Regulatory Compliance Costs

according to a 2016 survey, financial institutions spent on average eur 567 million a year on 
compliance and customer Due Diligence. Some banks are even spending over eur 472.7 
million annually.100 a major uS investment bank is reported to spend eur 1.5 billion on their 
compliance Department which consists of 13,000 employees. this was a necessary invest-
ment given that the uS bank paid eur 15.1 billion in legal penalties in 2015.101 apart from 
costing money, regulatory compliance also costs time. know Your customer (kYc) proce-
dures are very time consuming and delay the on-boarding process; for example, it takes 22% 
more time today to on-board a new client than it took last year. 30% of the corporate respon-
dents of the survey reported that it takes over two months to effectively on-board a client.102 

in 2014, the organisation for economic co-operation and Development launched its com-
mon reporting Standards (crS). From 2018 onwards, financial institutions in hong kong will 
be required to share information about their accountholders with the authorities of countries 
in which these accountholders are resident for tax purposes; much in the same way as the 
uS already expects other jurisdictions to do under the uS Foreign account tax compliance 
act. however, given the broad scope of the crS, complying with the reporting requirements 
will require an enormous amount of resources on the part of financial institutions. this data 
collection process will pose a real challenge to financial institutions in hong kong.103

in the asset management world, under the current fund distribution process, each client is 
identified several times by different counterparts. application forms are therefore repeated 
across investors and funds. this leads to a duplication of effort with respect to due diligence 
on the investors as well as the distributors. Fintech can facilitate kYc/anti-money launder-
ing/know Your Distributors checks, source documentation and reduce the overall operation 
costs for asset managers, distributors and investors if the savings are passed on. 

Fintech companies are developing more and more as regulatory technology (regtech) 
companies. their technologies and software enable other companies to comply with cer-
tain regulations. regtech service providers will make regulatory compliance more effective 
and more efficient.104 

6.2.  Hong Kong’s specific Demand Drivers: Remittance and Robo-advisors 

6.2.1.  Remittance

each year, over 250 million migrants around the world send money back to over 700 million 
people back home whose welfare depends on these remittances. total inward migrant remit-
tances in east asia pacific increased to eur 122 billion (uSD 129 billion) in 2015.105 according 
to the World Bank, the global average total cost for sending remittances constituted 7.60% in 
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Q2 2016 and 7.42% in Q3 2016. in South asia, the average total remittance cost stood at 5.41% 
in Q3 2016.106 these high commissions, long waiting lines and distance to transfer locations, 
can make transferring money a painful process. new currency exchanges and remittance 
companies are popping up to make this process simpler, faster and less expensive.

hong kong has a large foreign population formed by expat employees and immigrant work-
ers. this creates one of the largest markets for cross-border remittances as they transfer their 
funds to their home countries. For instance, hong kong Sar to mainland china was the third 
largest remittance corridor in 2015, totalling eur 14.75 billion (uSD 15.6 billion).107 the strong 
demand for remittance services in hong kong creates an opportunity for Fintech companies. 

6.2.2.  Robo-advisors

there is a high concentration of high net worth individuals (hnWi) in asia; including hong 
kong, india, mainland china and taiwan, and these are the fastest growing markets globally. 
hong kong’s wealth management market could expand by 30% in three to five years with 
cross-border stock trading links and mutual recognition of funds.108 the hong kong market 
will also get a boost from the increasing number of family-owned companies in the uS and 
europe setting up offices in hong kong to tap into investments in mainland china and asia. 

traditionally, wealth management services are dominated by large private banks which 
typically charge premium management fees and are therefore typically only accessible to 
hnWi. however, hnWi are likely to favour alternative wealth management services that 
charge lower management fees and lower minimum requirements for disposable funds. in 
asia pacific, 76% of hnWi investors would consider using a robo-advisor. 82.3% of inves-
tors expect their wealth to be managed entirely or mostly through digital channels within 
the next five years.109 Fund distributors have said that they too are increasingly looking into 
robo-advisory tools to assist them with their investments. Furthermore, asset managers are 
developing tools for their distributors that enable online distribution.110

6.3.  Recommendations

 • the FSBc encourages the hong kong government to pay specific attention to the local 
demand for Fintech in the field of payment services, remittance and robo-advising. 

 • the FSBc recommends that the hong kong government should encourage financial institu-
tions to identify ways to integrate Fintech and regtech into their business models. 

 • in light of the europe 2020 Strategy, the FSBc advises the european commission to assist 
european Fintechs in the scaling of their business. Scaling is necessary to remain competi-
tive and Fintech demand in hong kong should be regarded as an opportunity to expand 
into asia.  
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7. Supply

7.1.  number of Fintech start-ups in Hong Kong

Supply, meaning the total amount of goods or services related to Fintech available to con-
sumers, is generally increasing in hong kong. there is no single information source which 
identifies the number of Fintech companies incorporated or operating in hong kong, but a 
number of industry bodies provide a rough estimate of the current number. 

7.1.1.  angelList

angellist is a platform for start-ups to connect with investors, talent and incubators. in 2015, 
the website made over 548,000 introductions between job-seekers and companies. more 
than 16,000 companies are actively hiring from a pool of over 250,000 candidates. the below 
table indicates the number of finance-related start-ups that had a presence in the region as 
of December 2016:111

number of Fintech start-ups*

Hong Kong      73 **

Germany 111

Israel 57

Luxembourg 6

singapore 101

United Kingdom 471

United states 1929

*  Includes only those companies classified as ”Fin Tech”, ”Finance Technology” or  
    ”Financial Technology” on AngelList.
** 59 of these 73 companies are described as based in Hong Kong. 

7.1.2.  startmeup

Startmeup.hk is a one-stop portal for the hong kong start-up community created by the 
hong kong Government. according to information from Startmeup.hk, there were 138 Fin-
tech start-ups in hong kong in 2016, up from 86 in 2015.112

7
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7.1.3.  Fintech Hong Kong

there are currently 63 start-ups listed on Fintech hong kong.113  

number of start-ups

Financing 22

Payments & Infrastructure 20

operation & Risk Management 0

Customer Interface 1

Data analytics, security & Monetisation 6

Investment & Wealth Management 6

other 8

7.2.  Raising Fintech awareness  

the different events, seminars, workshops and conferences on Fintech organised by the 
industry and innovation organisations help raise awareness among Fintech stakeholders, 
both locally and outside hong kong, of the city’s vibrant Fintech scene.

in november 2016, the hong kong government organised the first Fintech week. For five 
days, panel discussions and presentations by regulators, government officials, financial insti-
tutions and Fintech companies took place all across the city. the event was reported to have 
attracted 2,500 participants.114

professional bodies in accounting, banking, finance, and law, etc., have increasingly focused 
on raising awareness of Fintech developments among their members. these professional 
bodies partner with Fintech companies, r&D departments of major international banks, rel-
evant regulators or digital consulting firms, to organise events to enhance their members’ 
understanding of how the Fintech trend will affect their respective industries, and how to 
adapt to the change in order to stay relevant to the market.

7.3.  Recommendations

 • the FSBc encourages the hong kong government to take into account the recommenda-
tions made in previous sections in order to increase the number of Fintech start-ups in hong 
kong. 

 • the FSBc recommends the european commission to keep track of Fintech development in 
hong kong. as a global financial centre and the gateway to mainland china, hong kong has 
the potential to become the major Fintech hub in asia. this creates opportunities for euro-
pean Fintech start-ups that have a desire to expand their business into asia. 
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aIs authorised institutions  

aPIs  application programming interfaces 

astRI applied Science and technology research institute 

BBB British Business Bank 

CFI cybersecurity Fortification initiative 

CRs common reporting Standards 

DLt Distributed ledger technology 

EsMa european Securities and markets authority 

EU european union 

EuVECa Regulation regulation (eu) no 345/2013 on european venture capital Funds 

FCa Financial conduct authority 

FFo Fintech Facilitation office 

Fintech Financial technology 

FsBC Financial Services Business council 

Fss Fintech Supervisory Sandbox 

Gbps Gigabit per Second 

HKMa hong kong monetary authority 

HnWI high net Worth individuals 

Hong Kong hong kong Special administrative region 

Iaas infrastructure as a Service 

IBB investitionsbank Berlin 

ICt information and communications technology 

Iot internet of things 

ItF innovation and technology Fund 

ItVF innovation and technology venture Fund  

KYC know Your customer 

LegCo legislative council of the hong kong  

Macao macao Special administrative region

Mainland China people’s republic of china 

Mas monetary authority of Singapore 

Mbps megabit per Second 

QVCFs Qualifying venture capital Funds 

QVCFMs Qualifying venture capital Fund managers 

R&D research and Development 

Regtech regulatory technology 

RPa robotic process automation 

sFC Securities and Futures commission of hong kong 

sMEs Small medium enterprises 

stEM Science, technology, engineering and mathematics 

UK united kingdom 

Us united States

Abbreviations
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44 hkSar immigration Department – 

investment as entrepreneurs  

http://www.immd.gov.hk/eng/services/

visas/investment.html  

(accessed December 2016)

45 hkSar immgration Department - 

admission Scheme for mainland talents 

and professionals  

http://www.immd.gov.hk/eng/services/

visas/aSmtp.html  

(accessed December 2016);  

compass -  hong kong Start-up  

ecosystem report  

http://hollandfintech.com/wp-content/

uploads/2016/02/compass_Ser_

hongkong_1.0.pdf  

(accessed December 2016)

46 education post - make city more conducive 

for hong kong youth to take business 

risks, young entrepreneurs urge http://

www.educationpost.com.hk/resources/

entrepreneurship/160920-business-news-

make-city-more-conducive-for-hong-

kong-youth-to-take-business-risks-young-

entrepreneurs-urge  

(accessed December 2016)

47 idem footnote 41

48 Scmp - Why is it so difficult for small 

businesses to open an account at some 

banks in hong kong?  http://www.

scmp.com/comment/insight-opinion/

article/1976149/why-it-so-difficult-small-

businesses-open-account-some-banks  

(accessed December 2016);  

legislative council - challenges in opening 

bank accounts faced by certain enterprises  

http://www.legco.gov.hk/research-

publications/english/1617fs01-challenges-

in-opening-bank-accounts-faced-by-

certain-enterprises-20161110-e.pdf  

(accessed December 2016);  

 hong kong monetary authority - Bank 

account opening for small and medium-

sized enterprises and start-ups   

http://www.hkma.gov.hk/eng/key-

information/insight/20160617.shtml  

(accessed December 2016) 

49 computer Weekly - can tech city deliver 

reliable fast internet for startup businesses?   

http://www.computerweekly.com/

news/2240220643/can-tech-city-

deliver-reliable-fast-internet-for-start-up-

businesses  

(accessed December 2016)

50 akamai – State of the internet Q1  

2016 report  

https://www.akamai.com/uk/en/

multimedia/documents/state-of-the-

internet/akamai-state-of-the-internet-

report-q1-2016.pdf  

(accessed December 2016)

51 ZD net - Singtel pushes 10Gbps service to 

Singapore homes  

http://www.zdnet.com/article/singtel-

pushes-10gbps-service-to-singapore-

homes/#ftag=rSSbaffb68  

(accessed December 2016)

52 itu – measuring the information Society 

report 2015 

http://www.itu.int/en/itu-D/Statistics/

Documents/publications/misr2015/

miSr2015-w5.pdf  

(accessed December 2016)

53 open Signal -Global State of mobile 

networks  

https://opensignal.com/reports/2016/08/

global-state-of-the-mobile-network/  

(accessed December 2016)

54 idem footnote 51
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55 Scmp - cloud business software giant 

netSuite eyes hong kong for regional data 

centre operation  

http://www.scmp.com/tech/enterprises/

article/1958523/cloud-business-software-

giant-netsuite-eyes-hong-kong-regional-

data  

(accessed December 2016)

56 Fintech innovation - the symbiosis 

between Fintech startups and cloud  

http://www.enterpriseinnovation.net/

article/symbiosis-between-fintech-start-

ups-and-cloud-965446991  

(accessed December 2016)

57 Gartner – Glossary  

http://www.gartner.com/it-glossary/

infrastructure-as-a-service-iaas/  

(accessed December 2016)

58 asia cloud computing association – 

cloud readiness index 2016  http://

www.asiacloudcomputing.org/images/

documents/cri2016_acca.pdf  

(accessed December 2016)

59 Global open Data index  

http://index.okfn.org/place/  

(accessed December 2016)

60 hong kong monetary authority – 

cybersecurity Fortification index  

http://www.hkma.gov.hk/media/eng/

doc/key-information/guidelines-and-

circular/2016/20160524e1.pdf  

(accessed December 2016)

61 itu – Global cybersecurity index & 

cyberwellness profiles  

http://www.itu.int/dms_pub/itu-d/opb/

str/D-Str-Secu-2015-pDF-e.pdf  

(accessed December 2016);  

 hong kong monetary authority -  

launch of the cybersecurity Fortification 

initiative by the hkma at cyber Security 

Summit 2016  

http://www.hkma.gov.hk/

eng/key-information/press-

releases/2016/20160518-5.shtml  

(accessed December 2016)

62 hong kong monetary authority - hkma-

aStri Fintech innovation hub  

http://www.hkma.gov.hk/media/

eng/doc/key-functions/finanical-

infrastructure/20160906e1-svf.pdf  

(accessed December 2016)  

63 hkSar – the 2016-2017 Budget  

http://www.budget.gov.hk/2016/eng/

budget11.html  

(accessed December 2016);  

cyberport – Fintech Smart-Space  

http://www.cyberport.hk/en/offices/

smart_space + http://www.cyberport.hk/fil

es/522ff720ee2e8504619503/20161129%20

Smart-Space%20Fintech%20early%20

bird%20before%20end%20of%20

Jan%2017.pdf  

(accessed December 2016)

64 in hong kong, the relevant regulation 

consists of the money lenders ordinance, 

the Banking ordinance, the clearing 

and Settlement Systems ordinance, 

the Securities and Futures commission 

ordinance as well as directions, guidelines 

and notices issued by the hkma.

65 Directive (eu) 2015/2366 of the european 

parliament and of the council of 25 

november 2015 on payment services in 

the internal market, amending Directives 

2002/65/ec, 2009/110/ec and 2013/36/eu 

and regulation (eu) no 1093/2010, and 

repealing Directive 2007/64/ec  

http://eur-lex.europa.eu/legal-content/en/

tXt/?uri=celeX%3a32015l2366  

(accessed December 2016)
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66 Directive 2009/110/ec of the european 

parliament and of the council of 16 

September 2009 on the taking up, pursuit 

and prudential supervision of the business 

of electronic money institutions amending 

Directives 2005/60/ec and 2006/48/ec and 

repealing Directive 2000/46/ec   

http://eur-lex.europa.eu/legal-content/en/

all/?uri=celeX:32009l0110  

(accessed December 2016);  

Directive 2014/55/eu of the european 

parliament and of the council of 16 april 

2014 on electronic invoicing in public 

procurement  

http://eur-lex.europa.eu/legal-content/en/

tXt/?uri=celeX%3a32014l0055  

(accessed December 2016)

67 other relevant regulations are, among 

others, the aml Directive, crD iv/crr, 

Solvency ii, miFiD ii, emir, etc.

68 european commission - capital markets 

union - accelerating reform  

http://ec.europa.eu/finance/capital-

markets-union/docs/20160913-cmu-

accelerating-reform_en.pdf  

(accessed December 2016)

69 european commission - a Digital Single 

market for europe: commission sets out 16 

initiatives to make it happen  

http://europa.eu/rapid/press-release_ip-15-

4919_en.htm  

(accessed December 2016)

70 european commission – Banking and 

Finance: retail policy  

http://ec.europa.eu/finance/finservices-

retail/policy/index_en.htm  

(accessed December 2016)

71 european parliament –  

motion for a european parliament 

resolution on virtual currencies  

http://www.europarl.europa.

eu/sides/getDoc.do?pubref=-//

ep//teXt+report+a8-2016-

0168+0+Doc+Xml+v0//en  

(accessed December 2016)

72 Joint committee of the european 

Supervisory authorities -  

Joint committee report on risks and 

vulnerabilities in the eu Financial System  

https://www.eba.europa.eu/

documents/10180/1315397/Jc+risks+and+

vulnerabilities+report+(Jc+2016+17)%20

-+Spring+2016.pdf/ba1189dd-3725-4eb8-

924d-827b0248248d  

(accessed December 2016)

73 european Securities and markets authority 

- eSma assesses usefulness of distributed 

ledger technologies  

https://www.esma.europa.eu/press-news/

esma-news/esma-assesses-usefulness-

distributed-ledger-technologies  

(accessed December 2016)

74 european central Bank –  

Distributed ledger technology  

https://www.ecb.europa.eu/paym/pdf/

infocus/20160422_infocus_dlt.pdf  

(accessed December 2016);  

european central Bank - Distributed ledger 

technologies in securities post-trading   

https://www.ecb.europa.eu/pub/pdf/

scpops/ecbop172.en.pdf  

(accessed December 2016)

75 european Securities and markets 

authority – opinion on investment-based 

crowdfunding  

https://www.esma.europa.eu/sites/default/

files/library/2015/11/2014-1378_opinion_

on_investment-based_crowdfunding.pdf  

(accessed December 2016);  
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