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Hong Kong is one of the most vibrant international financial centres in the
world. The contribution of the financial services sector to Hong Kong’s
Gross Domestic Product increased from 13% in 2004 to 17% in 2014. This
article presents the operating characteristics and business performance of
selected industries in the sector between 2012 and 2014. It also briefly
highlights the overall quarterly business performance of selected industries in
the sector in 2015.
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Enquiries on this article may be directed to the Business Services Statistics Section,
Census and Statistics Department
(Tel. : (852) 3903 7266; E-mail : business-services@censtatd.gov.hk).
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The Financial Services Sector in Hong Kong
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1. Introduction

1.1 Hong Kong is one of the most vibrant
international financial centres in the world. The
financial services sector has been playing an
important role in the local economy. Its
contribution to the Gross Domestic Product (GDP)
increased remarkably from 13% in 2004 to 20% in
2007. Following the onset of the financial tsunami
in 2008, its contribution dropped to 17%. The
contribution hovered at 16% to 17% between 2009
and 2014. (Chart 1)

1.2 This article presents the  operating
characteristics and business performance of selected
industries * in the sector between 2012 and 2014 2
It also briefly highlights the overall quarterly business
performance of selected industries in the sector in
2015 as reflected by the business receipts indices °.

1 The classification of selected industries in the financial services
sector presented in this article follows the Hong Kong Standard
Industrial Classification Version 2.0.

2 Annual statistics on the operating characteristics and business
performance of the financial services sector are compiled based on
data collected through the Annual Survey of Economic Activities.
As establishments providing the required data generally need quite
some time to prepare their accounts after the end of the survey
reference year, statistics for 2015 will not be available until late
2016.

3  The Census and Statistics Department compiles quarterly business
receipts indices for major services sectors (including selected
industries in the financial services sector) with a view to gauging
their short-term economic performance. Data for compiling such
indices are based on the Quarterly Survey of Service Industries,
supplemented by relevant data provided by the Hong Kong
Monetary Authority.
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2.  Overview of the financial services
sector

2.1 The financial services sector consists of the
banking industry, insurance industry and other
financial services industries. In 2014, the financial
services sector employed 236 500 persons, or 6% of
total employment in Hong Kong. Value added of
the sector amounted to $365.9 billion, or 17% of
nominal GDP at basic prices. Between 2012 and
2014, employment and value added of this sector
increased by 3% and 15% respectively. (Chart 1
and Table 1)

2.2 The financial services sector is a high value
added sector. The average value added brought
about by each person engaged in the sector amounted
to some $1.55 million in 2014. This was much
higher than the corresponding figures for the other
three key industries in Hong Kong, viz. trading and
logistics ($0.67 million), professional and other
producer services ($0.54 million), and tourism
($0.41 million).

2.3 Within the financial services sector, the
banking industry has been playing a pivotal role. In
2014, it accounted for 42% and 63% respectively of
the total employment and value added in respect of
the entire financial services sector.

3. The banking industry

3.1 Hong Kong maintains a three-tier banking
system, viz. licensed banks, restricted licence banks
and deposit-taking companies. They are collectively
known as authorised institutions (Als) under the
Banking Ordinance (Cap. 155).

3.2  Apart from Als which are allowed to accept
deposits in Hong Kong, external banks may establish
local representative offices (LROs) in Hong Kong.
However, LROs are not allowed to engage in any
banking business in Hong Kong and their role is
confined mainly to liaison work between the external
banks and their customers in Hong Kong.
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3.3 The banking industry, comprising Als and
LROs, employed 99 700 persons in 2014, or 3% of
total employment in Hong Kong. Value added of
the industry amounted to $229.1 billion, or 10% of
nominal GDP at basic prices. Between 2012 and
2014, employment and value added of this industry
increased by 2% and 17% respectively. (Table 1)

34 In 2014, expenses on compensation of
employees and operating expenses of the banking
industry amounted to $88.7 billion and $94.8 billion
respectively, and their ratios to business receipts and
other income of this industry were 23% and 25%
respectively. Compensation  of  employees
accounted for around half of the total operating
expenses (i.e. compensation of employees plus
operating expenses) of the entire industry. (Table 2)

3.5 Business receipts and other income of the
banking industry increased by 24% from
$304.2 billion in 2012 to $378.1billion in 2014.
Among the three types of Als, licensed banks had the
largest share, accounting for over 90% of the total
business receipts and other income. (Table 2)

3.6 The banking industry is characterised by high
level of business concentration. The top 20 Als in
terms of business receipts and other income
accounted for 72% of the total business receipts and
other income of the entire industry in 2014,

3.7 Net interest receipts of the banking industry
amounted to $184.0 billion in 2014. The share of
net interest receipts in business receipts and other
income of the banking industry increased from 46%
in 2012 to 49% in 2014.

3.8 On the other hand, non-interest receipts of the
banking industry amounted to $194.1 billion in 2014,
of which commissions and fees for banking services
accounted for 73%.

Performance in 2015

3.9 As indicated by the quarterly business receipts
index of the banking industry, this industry recorded
year-on-year increases of different magnitudes in the
first 3 quarters of 2015, but saw a slight year-on-year
decline in the fourth quarter. (Chart 2)
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4.  The insurance industry

41 The insurance industry comprises the
following groups :

(i)  life insurance underwriting;
(i) non-life insurance underwriting; and

(iii) activities auxiliary to insurance and pension
funding.

4.2 In 2014, the insurance industry employed
51 400 persons, or 1% of total employment in Hong
Kong. Value added of the industry amounted to
$67.0 billion, or 3% of nominal GDP at basic prices.
Between 2012 and 2014, employment and value
added of this industry increased by 9% and 13%
respectively. (Table 1)

4.3 Compared with 2013, business receipts and
other income of the insurance industry registered a
significant year-on-year increase of 31% in 2014.
(Table 3)

4.4 In 2014, life insurance underwriting and non-
life insurance underwriting accounted for 89% and
9% respectively of business receipts and other
income of the entire insurance industry, while
activities auxiliary to insurance and pension funding
accounted for the remaining 2%. (Table 3)

45 In 2014, expenses on compensation of
employees and operating expenses of the insurance
industry amounted to $29.6 billion and $15.1 billion
respectively. It is noteworthy that compensation of
employees accounted for about two-thirds of the total
operating expenses (i.e. compensation of employees
plus operating expenses) of the entire industry.
(Table 3)

4.6 In 2014, the top 20 insurance establishments in
terms of business receipts and other income
accounted for 87% of the total business receipts and
other income of the entire insurance industry,
reflecting the high business concentration of this
industry.
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Performance in 2015

4.7  As reflected by the quarterly business receipts
index of the insurance industry, this industry
exhibited double-digit year-on-year increases in the
first 2 quarters of 2015, but recorded one-digit
year-on-year increases on entering the third quarter.
(Chart 2)

5.  Other financial services industries

5.1 “Other financial services industries” cover the
following three groups according to the nature of
services rendered :

(i)  investment and holding companies; and trusts,
funds and similar financial entities;

(i) financial leasing and credit granting; and

(iii) financial service activities without loan
making, activities auxiliary to financial service
activities and fund management.

5.2 In 2014, these three groups together employed
85 400 persons, or 2% of total employment in Hong
Kong. Their value added amounted to $69.8 billion,
or 3% of nominal GDP at basic prices. In 2014, the
value added of “other financial services industries”
increased by 4% as compared with 2013, but its
employment remained stable. (Table 1)

Investment and holding companies; and trusts,
funds and similar financial entities

5.3 Business receipts and other income of this
group slightly increased by 2% in 2014 when
compared with 2013. This group continued to
account for the largest proportion of business receipts
and other income of the “other financial services
industries” in 2014. As compared with other groups
in the “other financial services industries”, one
distinct feature of this group was that most of its
business receipts and other income came from
dividends. (Table 4)
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54 In 2014, expenses on compensation of
employees and operating expenses of this group
amounted to $23.8billion and $39.4 billion
respectively, and their ratios to business receipts and
other income of this group were 6% and 9%
respectively, much lower than the corresponding
ratios of 14% and 20% for the “other financial
services industries” as a whole. (Table 4)

Financial leasing and credit granting

5.5 Most of the business receipts and other income
of this group were interest income.  Business
receipts and other income of the group increased
significantly by 37% from $10.1 billion in 2012 to
$13.8 billion in 2014. (Table 4)

Financial service activities without loan making,
activities auxiliary to financial service activities and
fund management

5.6 This group mainly comprises stock and share
companies, investment banks and fund management
companies. Most of the business receipts and other
income of this group came from commissions for
trading securities and other financial products as well
as fund management fees. Business receipts and
other income of this group recorded a year-on-year
decline of 12% in 2012, and then increased by 11%
and 5% in 2013 and 2014 respectively. (Table 4)

5.7  Within this group, companies engaged in the
asset management industry recorded a year-on-year
decline of 7% in business receipts and other income
in 2012. However, year-on-year increases of 20%
and 6% were recorded in 2013 and 2014 respectively.
(Table 4)

Performance in 2015

5.8 As reflected by the quarterly business receipts
index of the financing (except banking) industry,
business receipts index of this industry (excluding
investment and holding companies) registered
double-digit year-on-year increases in the first
2 quarters of 2015, but the year-on-year increases
moderated in the third and fourth quarters. (Chart 2)

FB7 Hong Kong Monthly Digest of Statistics April 2016

Census and Statistics Department, Hong Kong Special Administrative Region



6. HfiZH&EK

6.1 ARERIIREEE AT o |
2 LU N HBUS 4T AR s &

()  (CEERGEER ~ Rl R RbE - B RS
IR IS SRR R R 2 E R Ay £ 2
Gt i)

(i)  (IRBITEETEBEEE S0

M P 8 fF B K 5F & 4 uh
(www.censtatd.gov.hk/hkstat/sub/sp70_tc.jsp)

E T E LA

FBGET AT 2016 -4 B
FERRITHE BINGETR

6. Further references

6.1 For more detailed statistics on the financial
services sector, reference can be made to the
following reports published by the Census and
Statistics Department (C&SD) :

(i) Key Statistics on Business Performance and
Operating Characteristics of the Information
and Communications, Financing and
Insurance, Professional and Business Services
Sectors

(i)  Quarterly Business Receipts Indices for
Service Industries

Users can download the above reports
free of charge at the website of C&SD
(www.censtatd.gov.hk/hkstat/sub/sp70.jsp).
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Chart1 Percentage shares of the financial services sector in nominal Gross Domestic
Product (at basic prices) and total employment, 2004 to 2014
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Table1 Employment and value added in respect of the financial services sector, 2012 to 2014

& EEIN DAEAER R IEE
Year Employment” Value added at basic prices
(B&7T)
($ million)
SRR E 2012 228 800 319,300
Financial services sector (1%) (5%)
2013 231700 346,000
(1%) (8%)
2014 236 500 365,900
(2%) (6%)
SR 2012 97 800 196,100
Banking industry (2%) (10%)
2013 97 500 218,600
) (11%)
2014 99 700 229,100
(2%) (5%)
PRz 2012 47 100 59,300
Insurance industry (2%) (6%)
2013 49 200 60,100
(4%) (1%)
2014 51 400 67,000
(4%) (11%)
HAr R 2E 2012 83900 63,900
Other financial services industries ($) (-11%)
2013 85 000 67,300
(1%) (5%)
2014 85 400 69,800
®) (4%)
R g AU B EAE S B AL B SRR TR E AT Notes : Figures on employment and value added are rounded to the
R - nearest hundred and nearest hundred million respectively.
RN FFRoRZ O DL E S H o2 - Figures in brackets denote percentage changes over the
preceding year.
+ et LGS hE T - +  Referring to Composite Employment Estimates.
§  EHIER0.5% 2 - §  Change within £0.5%.
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Table 2 Principal statistics of the banking industry, 2012 to 2014

FEBBER R
PRISEE (L Hetde A

% Business & EFTEN BERY

L= Number of receiptsand  Compensation Operating

Year establishments  other income of employees expenses

(H#7T) (H#7T) (H#&T)

($ million) ($ million) ($ million)

SRITE 2012 256 304,225 81,589 80,458
Banking industry (1%) (8%) (1%) (4%)
2013 257 355,837 84,573 89,256

) (17%) (4%) (11%)

2014 261 378,115 88,717 94,834

(2%) (6%) (5%) (6%)

FRRESRTT 2012 153 289,430 76,191 74,724
Licensed banks (4%) (8%) (1%) (4%)
2013 154 339,752 79,113 82,760

(1%) (17%) (4%) (11%)

2014 157 362,037 83,153 87,395

(2%) (7%) (5%) (6%)

EIRHIRESRTT 2012 18 12,382 4,804 5,056
Restricted licence banks ®) (7%) (6%) (5%)
2013 20 13,631 4871 5,851

(11%) (10%) (1%) (16%)

2014 19 13,728 4,955 6,790

(-5%) (1%) (2%) (16%)

PR 2012 24 2,413 470 588
Deposit-taking companies (-4%) (-1%) (2%) (6%)
2013 23 2,454 475 550

(-4%) (2%) (1%) (-6%)

2014 22 2,350 485 544

(-4%) (-4%) (2%) (-1%)

HMESRIT A MR IR 2012 61 - 124 90
Local representative offices of foreign (-5%) (-31%) (-39%)

banks

2013 60 - 113 95

(-2%) (-8%) (5%)

2014 63 - 124 105

(5%) (10%) (11%)

R SRR N ALY R o Notes : Figures in brackets denote percentage changes over the

preceding year.
N SREN{E+0.5% 1A - N Change within +0.5%.
- A - - Not applicable.
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Table 3 Principal statistics of the insurance industry, 2012 to 2014

FEBBER R
PRISEE (L HAKA

B H Business & EETE BIER

= Number of receiptsand Compensation Operating

Year establishments  other income of employees expenses

(&) (H&T) (H&T)

($ million) ($ million) ($ million)

trbzsE 2012 2 492 330,081 25,298 12,483
Insurance industry (-5%) (29%) (17%) (8%)
2013 2548 328,439 26,800 14,086

(2%) ) (6%) (13%)

2014 2591 430,918 29,629 15,101

(2%) (31%) (11%) (7%)

NFErBE AR A 2012 63 287,876 18,709 7,905
Life insurance underwriting ®) (31%) (16%) (2%)
2013 63 288,711 20,563 9,382

) ®) (10%) (19%)

2014 63 385,427 22,641 9,976

) (33%) (10%) (6%)

JEASREEREAN 2012 103 34,592 2,763 2,288
Non-life insurance underwriting (2%) (25%) (35%) (40%)
2013 111 32,345 2,450 2,361

(8%) (-6%) (-11%) (3%)

2014 114 36,887 2,950 2,425

(3%) (14%) (20%) (3%)

TRl AR R BB EE) 2012 2326 7,613 3,826 2,289
Activities auxiliary to insurance (-5%) (-1%) (8%) (7%)
and pension funding 2013 2374 7,383 3,787 2,344
(2%) (-3%) (-1%) (2%)

2014 2414 8,604 4,039 2,699

(2%) (17%) (7%) (15%)

L SNSRI A EELR B T R - Notes : Figures in brackets denote percentage changes over the

preceding year.
§ SEF(TH0.5% 2N - § Change within +0.5%.
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Table 4 Principal statistics of other financial services industries, 2012 to 2014

EBWEE R
PRISEE (L FHAA

BH Business & S5 BERSL

L= Number of receiptsand Compensation Operating

Year establishments other income of employees expenses

(H#&T) (H#&T) (H#7T)

($ million) ($ million) ($ million)

HA RIS 2012 7 596 375,671 77,497 101,868
Other financial services industries (4%) (-16%) (-5%) (-12%)
2013 7 659 578,123 79,912 114,931

(1%) (54%) (3%) (13%)

2014 7833 595,301 82,492 117,218

(2%) (3%) (3%) (2%)

P& AR AE] s FIEEE - Bae RARRA 2012 3585 225,145 22,636 33,043
R TE (6%) (-18%) (10%) (-8%)
Investment and holding companies; and 5513 3522 409,874 23.298 36,942
trusts, funds and similar financial entities (-2%) (82%) (3%) (12%)
2014 3522 416,682 23,829 39,423

) (2%) (2%) (7%)

BhETHE K= E%iE 2012 690 10,123 1,502 3,112
Financial leasing and credit granting (2%) (13%) (22%) (30%)
2013 749 12,067 1,846 4,323

(9%) (19%) (23%) (39%)

2014 794 13,848 1,958 5,428

(6%) (15%) (6%) (26%)

NBRAEEH) SRR EE) - SRR 2012 3322 140,404 53,359 65,714
S DR PN S = (2%) (-12%) (-11%) (-15%)
Financial service activities without loan 2013 3389 156,182 54,769 73,667
making, activities auxiliary to financial (2%) (11%) (3%) (12%)
service activities and fund management 2014 3517 164,771 56,705 72,367
(4%) (5%) (4%) (-2%)

EEEENF] 2012 558 31,870 10,851 15,272

Asset management companies (1%) (-7%) (-17%) (-2%)

2013 581 38,346 12,372 18,400

(4%) (20%) (14%) (20%)

2014 599 40,684 13,349 17,865

(3%) (6%) (8%) (-3%)

SR FESENMEITE SRR AR SR 4 o Notes : Figures in brackets denote percentage changes over the

preceding year.
§ k@ {F+0.5% 2 A - § Change within £0.5%.
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