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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 18% in 2016. This
article presents the operating characteristics and business performance of
selected industries in the sector between 2014 and 2016. It also briefly
highlights the overall quarterly business performance of selected industries in
the sector in 2017.
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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).

FBGET AT 20184 H FBI1 Hong Kong Monthly Digest of Statistics ~ April 2018
BRSITEE BNG:TE Census and Statistics Department, Hong Kong Special Administrative Region



BANSRRER
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 18% between 2009
and 2016. (Chart 1)

1.2 This article presents the  operating
characteristics and business performance of selected
industries * in the sector between 2014 and 2016 2
It also briefly highlights the overall quarterly business
performance of selected industries in the sector in
2017 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 2017 will not be available until late
2018.

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 2016, the financial
services sector employed 253 100 persons, or 7% of
total employment in Hong Kong. Value added of
the sector amounted to $429.2 billion, or 18% of
nominal GDP at basic prices. Between 2014 and
2016, employment and value added of this sector
increased by 7% and 17% 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 $1.70 million in 2016. This was much
higher than the corresponding figures for the other
three key industries in Hong Kong, viz. trading and
logistics  ($0.72 million), professional and other
producer services ($0.57 million), and tourism
($0.43 million).

2.3 Within the financial services sector, the
banking industry has been playing a pivotal role. In
2016, it accounted for 40% 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, foreign 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 102 200 persons in 2016, or 3% of
total employment in Hong Kong. Value added of
the industry amounted to $270.2 billion, or 11% of
nominal GDP at basic prices. Between 2014 and
2016, employment and value added of this industry
increased by 3% and 17% respectively. (Table 1)

34 In 2016, expenses on compensation of
employees and operating expenses of the banking
industry amounted to $93.0 billion and $95.2 billion
respectively, and both of their ratios to business
receipts and other income of this industry were 25%.
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  slightly  decreased  from
$378.1 billion in 2014 to $377.6 billion in 2016.
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 74% of the total business receipts and
other income of the entire industry in 2016.

3.7 Net interest receipts of the banking industry
amounted to $183.0 billion in 2016. The share of
net interest receipts in business receipts and other
income of this industry was 48%.

3.8  On the other hand, non-interest receipts of the
banking industry amounted to $194.6 billion in 2016,
of which commissions and fees for banking services
accounted for 70%.

Performance in 2017

3.9 As indicated by the quarterly business receipts
index of the banking industry, this industry exhibited
double-digit year-on-year increases in 2017 except
the second 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 2016, the insurance industry employed
62 400 persons, or 2% of total employment in Hong
Kong. Value added of the industry amounted to
$88.8 billion, or 4% of nominal GDP at basic prices.
Between 2014 and 2016, employment and value
added of this industry increased by 21% and 33%
respectively. (Table 1)

4.3 Business receipts and other income of the
insurance industry increased from $430.9 billion in
2014 to $513.1 billion in 2016. (Table 3)

4.4 In 2016, 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 2016, expenses on compensation of
employees and operating expenses of the insurance
industry amounted to $41.6 billion and $21.1 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 2016, the top 20 insurance establishments in
terms of business receipts and other income
accounted for 85% of the total business receipts and
other income of the entire insurance industry,
reflecting the high business concentration of this
industry.

FB5 Hong Kong Monthly Digest of Statistics  April 2018

Census and Statistics Department, Hong Kong Special Administrative Region



2017 FfJZH

47  TEORbEERE R G EE B R 0 B
TSRS EE 2017 4 4 IR EE
FERIZEETHE - (B 2)

5 HAtrEmiiR#ssE

51 T HEASRREE ) B NI =@
TERt AR HI M E B HIAH A -

() REIERNT D MEEE -~ Bg AR
ERTA

(i) BhEHEREERERE DIk

(i) ABEEH RS - SRR
WHENEE) R E -

52 f£ 2016 & - = = {& 41 Hl 3 {8 A
88400 A - (L7 ERELE ANEHY 2% - HHE0
EEE 702 (BT @ (LA ERTRARE
A B FESR(ERY 3% - 1£ 2014 -5 2016 5
i > T HA SRR ) BUREE A BN
BEES R EFF 3% 1% - (FR1)

RERFERINF] | AUESE ~ Z2 R
TR

53 f£ 2016 4 - E&HRIHYSEBS UGS B A
WA 2015 T igk 4% - 1 2016 4 > S4H A
CRETEE T HAr SRR ) B
B FA A i REEBI © B T At < Rl Al %5
¥ HEMHAEEE - BB —ER G
FRER oy B SE UL 2 e AU AR A B R
(%4)

TEGE AT 201844 H
TRRAITHE BOFGEE

Performance in 2017

4.7  As reflected by the quarterly business receipts
index of the insurance industry, business receipts of
this industry registered year-on-year increases of
different magnitudes in all 4 quarters of 2017.
(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 2016, these three groups together employed
88 400 persons, or 2% of total employment in Hong
Kong. Their value added amounted to $70.2 billion,
or 3% of nominal GDP at basic prices. Between
2014 and 2016, employment and value added of
“other financial services industries” increased by 3%
and 1% respectively. (Table 1)

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

5.3 Business receipts and other income of this
group decreased by 4% in 2016 when compared with
2015. This group continued to account for the
largest proportion of business receipts and other
income of the “other financial services industries” in
2016. 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)

FB6 Hong Kong Monthly Digest of Statistics  April 2018

Census and Statistics Department, Hong Kong Special Administrative Region



54 f£ 2016 4 - E&HAIHY(E BT S L
BRSO 252 (RITk 418 {EoT 0 Y
BB FER UL 2 F HAU A B EESR 73 1] By
6% K 10% - GEce(E " BRIk EE , 1Y
FHFEEES 15% [ 20% Rk - (R 4)

BETHRRIGREHIE

5.5 iEHAIASEB U B AU AKER 73 2K
HASWA - E8H By E R UG R = A A
F 2014 Ay 138 fEyc 7T 3% % 2016 £y
1438 (%4

THERERHRIRE ST - R
IEBRESEHE

5.6 EHMEEGEEFATE  LEIRITR
B EENE] > I HSES U R ALK
oA 2 B 5 2 S HAth < 2 e B (<
EeEHE - /£ 2014 5 2015 4 S
AR S am R AU A 3 Bl 8k 1S 5% J2 8% HY
TR > HAR(E 2016 SERESHL R 2% -
(%4)

57 HEEHMET  BEEHEQEE
2014 £k 2015 FAFEBY R R EAMIA 5B
B 6% Jr 4% HURZETHE - {BAE 2016 FEH]
FETER2% - (£4)

2017 ZFRGZHE

5.8 fR@idE (SRITIERRIN) AVFEZRERUL
=BT R - BT CHER " Hi Rk
B ) HARERE RIERATE) BRI
wAiE 2017 4 4 FEERGAREREAIZETT
e (HE2)

TEGE AT 201844 H
TRRAITHE BOFGEE

54 In 2016, expenses on compensation of
employees and operating expenses of this group
amounted to $25.2billion and $41.8 billion
respectively, and their ratios to business receipts and
other income of this group were 6% and 10%
respectively, much lower than the corresponding
ratios of 15% 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 this group increased by
3% from $13.8 billion in 2014 to $14.3 billion in
2016. (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 year-on-year
increases of 5% and 8% in 2014 and 2015
respectively, but then slightly decreased by 2% in
2016. (Table 4)

5.7  Within this group, companies engaged in the
asset management industry recorded year-on-year
increases of 6% and 4% in business receipts and other
income in 2014 and 2015 respectively. However, a
year-on-year decrease of 2% was recorded in 2016.
(Table 4)

Performance in 2017

5.8 As reflected by the quarterly business receipts
index of the financing (except banking) industry,
business receipts of this industry (corresponding to
“other financial services industries” but excluding
investment and holding companies) registered year-
on-year increases of different magnitudes in all 4
quarters of 2017. (Chart 2)
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6.

6.1
services sector,

Further references

For more detailed statistics on the financial
reference can be made to the

following reports published by the Census and
Statistics Department (C&SD) :

(i)

(i)

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

Quarterly Business Indices for

Service Industries

Receipts

Users can download the above reports free of charge
at the website of C&SD (www.censtatd.gov.hk/hk
stat/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 2016
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Chart 2 Business Receipts Indices of selected industries in the financial services sector,
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Table1 Employment and value added in respect of the financial services sector, 2014 to 2016

& EEIN DEAR GRS INEE

Year Employment” Value added at basic prices

(B&7T)

($ million)
BRI 2014 236 400 368,000
Financial services sector (2%) (6%)
2015 246 700 409,900
(4%) (11%)

2016 253 100 429,200 #

(3%) (5%) #
SR 2014 99 100 231,100
Banking industry (2%) (6%)
2015 103 000 258,700
(4%) (12%)

2016 102 200 270,200 #

(-1%) (4%) #
PRz 2014 51 700 67,000
Insurance industry (6%) (11%)
2015 56 200 74,800
(9%) (12%)

2016 62 400 88,800 #

(11%) (19%) #
HoAth RS- 2014 85 600 69,800
Other financial services industries (8) (4%)
2015 87 400 76,400
(2%) (9%)

2016 88 400 70,200 #

(1%) (-8%) #

SERE SR BRI IS o B AR T Y E A B

{[=XA @

ERNN B TR RZER LR ES T o
oo

+ RSSO R -
#  EEESEE -
§  SEEL05% 2 -
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Notes : Figures on employment and value added are rounded to the
nearest hundred and nearest hundred million respectively.

Figures in brackets denote percentage changes over the

preceding year.
+ Referring to

Composite Employment Estimates.

# Provisional figures.
8§ Change within £0.5%.
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Table 2 Principal statistics of the banking industry, 2014 to 2016

EBWE R
G- A Hetde A
B H Business & EETE BIER
L= Number of receiptsand  Compensation Operating
Year establishments  other income of employees expenses
(H#7T) (H#7T) (H#&T)
($ million) ($ million) ($ million)
ST 2014 261 378,115 88,717 94,834
Banking industry (2%) (6%) (5%) (6%)
2015 257 405,214 93,742 98,516
(-2%) (7%) (6%) (4%)
2016 253 377,639 93,002 95,214
(-2%) (-7%) (-1%) (-3%)
FRRESRTT 2014 157 362,037 83,153 87,395
Licensed banks (2%) (7%) (5%) (6%)
2015 152 387,770 87,966 91,456
(-3%) (7%) (6%) (5%)
2016 152 360,706 87,282 87,519
(8) (-7%) (-1%) (-4%)
EIRHIRESRTT 2014 19 13,728 4,955 6,790
Restricted licence banks (-5%) (1%) (2%) (16%)
2015 22 15,050 5,158 6,412
(16%) (10%) (4%) (-6%)
2016 23 14,557 5,091 6,957
(5%) (-3%) (-1%) (8%)
AT E] 2014 22 2,350 485 544
Deposit-taking companies (-4%) (-4%) (2%) (-1%)
2015 20 2,394 474 536
(-9%) (2%) (-2%) (-2%)
2016 18 2,376 487 554
(-10%) (-1%) (3%) (3%)
SN SR T AR R 2014 63 - 124 105
Local representative offices of foreign (5%) (10%) (11%)
banks
2015 63 - 144 112
®) (16%) (6%)
2016 60 - 143 184
(-5%) (8) (64%)
R RN EE RN F—F LS EH Y Notes : Figures in brackets denote percentage changes over the
o preceding year.
§ SEH{E+0.5% [ o § Change within +0.5%.
- AR - - Not applicable.
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Table 3 Principal statistics of the insurance industry, 2014 to 2016

FEBBER R
G5 i A=ATA HAKA

% Business & EFTEN BERY

= Number of receiptsand Compensation Operating

Year establishments  other income of employees expenses

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

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

trbzsE 2014 2591 430,918 29,629 15,101

Insurance industry (2%) (31%) (11%) (7%)

2015 2591 459,249 32,475 17,212

(8) (7%) (10%) (14%)

2016 2638 513,148 41,633 21,110

(2%) (12%) (28%) (23%)

NFErBE AR A 2014 63 385,427 22,641 9,976

Life insurance underwriting (8) (33%) (10%) (6%)

2015 63 407,760 25,047 11,015

(8) (6%) (11%) (10%)

2016 63 458,310 33,782 14,928

(8 (12%) (35%) (36%)

JEASIREEALRA 2014 114 36,887 2,950 2,425

Non-life insurance underwriting (3%) (14%) (20%) (3%)

2015 113 41,734 3,069 3,075

(-1%) (13%) (4%) (27%)

2016 114 44,015 3,298 2,816

(1%) (5%) (7%) (-8%)

TRl AR R BB EE) 2014 2414 8,604 4,039 2,699

Activities auxiliary to insurance (2%) (17%) (7%) (15%)

and pension funding 2015 2415 9,755 4,360 3,122

(8) (13%) (8%) (16%)

2016 2461 10,823 4,553 3,366

(2%) (11%) (4%) (8%)
R RSN FERRERAS - FILRNEE H Notes : Figures in brackets denote percentage changes over the

R preceding year.
§ SREN{FEL0.5% A o § Change within +0.5%.
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Table 4 Principal statistics of other financial services industries, 2014 to 2016

FEHWER R
PRISEE (L FHAA
=] Business ==t BHERT
L= Number of receiptsand Compensation Operating
Year establishments other income of employees expenses
(H#&T) (H5&IT) (H&T)
($ million) ($ million) ($ million)
HA R %E 2014 7833 595,301 82,492 117,218
Other financial services industries (2%) (3%) (3%) (2%)
2015 7916 626,975 85,981 121,874
(1%) (5%) (4%) (4%)
2016 8 087 603,118 90,120 122,761
(2%) (-4%) (5%) (1%)
ARG AE] s FEEE ~ Re AR 2014 3522 416,682 23,829 39,423
e TH ®) (2%) (2%) (7%)
Investment and holding companies; and 515 3557 433,349 23,878 40,379
trusts, funds and similar financial entities (1%) (4%) (8) (2%)
2016 3576 414,514 25,161 41,822
(1%) (-4%) (5%) (4%)
BhETHE K= E%iE 2014 794 13,848 1,958 5,428
Financial leasing and credit granting (6%) (15%) (6%) (26%)
2015 798 15,100 1,993 6,136
(1%) (9%) (2%) (13%)
2016 886 14,312 2,103 5,938
(11%) (-5%) (5%) (-3%)
NHRAEEN SRR EE) - SRR 2014 3517 164,771 56,705 72,367
L UDEEE 1)@ S = (4%) (5%) (4%) (-2%)
Financial service activities without loan 2015 3561 178,526 60,110 75,359
making, activities auxiliary to financial (1%) (8%) (6%) (4%)
service activities and fund management 2016 3625 174.291 62 856 75.001
(2%) (-2%) (5%) ®)
EEEENF] 2014 599 40,684 13,349 17,865
Asset management companies (3%) (6%) (8%) (-3%)
2015 616 42,492 14,953 18,442
(3%) (4%) (12%) (3%)
2016 600 41,561 16,393 16,275
(-3%) (-2%) (10%) (-12%)
R ESRNMNEFE RN ES R B H Notes : Figures in brackets denote percentage changes over the
R o preceding year.
§ SEE(E0.5% [N o § Change within +0.5%.
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