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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 around 20% in 2018. This
article presents the operating characteristics and business performance of
selected industries in the sector between 2016 and 2018. It also briefly
highlights the overall quarterly business performance of selected industries in
the sector in 2019.
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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
18% between 2009 and 2016 and then gradually
increased to nearly 20% in 2018. (Chart 1)

1.2 This article presents the  operating
characteristics and business performance of selected
industries ! in the sector between 2016 and 2018 2. It
also briefly highlights the overall quarterly business
performance of selected industries in the sector in
2019 as reflected by the business receipts indices °.

1  Theclassification 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 2019 will not be released until late 2020.

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 2018, the financial
services sector employed 263 000 persons, or around
7% of total employment in Hong Kong. Value added
of the sector amounted to $532.8 billion, or around
20% of nominal GDP at basic prices. Between 2016
and 2018, employment and value added of this sector
increased by 4% and 24% 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 $2.03 million in 2018. This was much
higher than the corresponding figures for the other
three key industries in Hong Kong, viz. trading and
logistics  ($0.79 million), professional and other
producer services ($0.59 million), and tourism
($0.47 million).

2.3 Within the financial services sector, the banking
industry has been playing a pivotal role. In 2018, it
accounted for 40% and 66% 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 104 100 persons in 2018, or around
3% of total employment in Hong Kong. Value added
of the industry amounted to $353.4 billion, or 13% of
nominal GDP at basic prices. Between 2016 and
2018, employment and value added of this industry
increased by 2% and 31% respectively. (Table 1)

3.4 In 2018, expenses on compensation of
employees and operating expenses of the banking
industry amounted to $97.8 billion and $118.4 billion
respectively, and their ratios to business receipts and
other income of this industry were 21% and 25%
respectively. Compensation of employees accounted
for 45% 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 from $377.6 billion in
2016 to $472.1 billion in 2018. Among the three
types of Als, licensed banks had the largest share,
accounting for over 90% of the total business receipts
and other income of the banking industry. (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 75% of the total business receipts and other income
of the entire industry in 2018.

3.7 Net interest receipts of the banking industry
amounted to $246.7 billion in 2018.  The share of net
interest receipts in business receipts and other income
of this industry was 52%.

3.8  On the other hand, non-interest receipts of the
banking industry amounted to $225.4 billion in 2018,
of which commissions and fees for banking services
accounted for 68%.

Performance in 2019

3.9 As indicated by the quarterly business receipts
index of the banking industry, business receipts of this
industry recorded year-on-year increases of different
magnitudes in all 4 quarters of 2019. (Chart 2 and
Table 5)
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4.  The insurance industry

4.1  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.

42 In 2018, the insurance industry employed
67 800 persons, or around 2% of the total employment
in Hong Kong. Value added of the industry
amounted to $96.3 billion, or around 4% of nominal
GDP at basic prices. Between 2016 and 2018,
employment and value added of this industry increased
by 9% and 8% respectively. (Table 1)

4.3 Business receipts and other income of the
insurance industry increased from $513.1 billion in
2016 to $559.5 billion in 2018. (Table 3)

4.4 In 2018, life insurance underwriting and non-
life insurance underwriting accounted for 89% and 8%
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 2018, expenses on compensation of
employees and operating expenses of the insurance
industry amounted to $51.9 billion and $22.1 billion
respectively. It is noteworthy that compensation of
employees accounted for about 70% of the total
operating expenses (i.e. compensation of employees
plus operating expenses) of the entire industry.
(Table 3)

4.6 In 2018, 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 2019

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 the first three quarters of 2019.
When comparing with the same period in 2018, a
decrease of around 3% was recorded in the fourth
quarter of 2019. (Chart 2 and Table 5)

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 2018, these three groups together employed
91 100 persons, or around 2% of total employment in
Hong Kong. Their value added amounted to $83.0
billion, or around 3% of nominal GDP at basic prices.
Between 2016 and 2018, employment and value added
of “other financial services industries” increased by
3% and 18% 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 11% in 2018 when compared with 2017.
This group continued to account for the largest
proportion of business receipts and other income of the
“other financial services industries” in 2018, at around
64%. 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 2018, expenses on compensation of
employees and operating expenses of this group
amounted to $29.1billion and  $44.9 billion
respectively, and their ratios to business receipts and
other income of this group were 7% and 11%
respectively, much lower than the corresponding ratios
of 16% and 23% 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 14% from
$14.3 billion in 2016 to $16.4 billion in 2018.
(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
decrease of 2% in 2016, while year-on-year increases
of 12% and 9% were recorded in 2017 and 2018
respectively. (Table 4)

5.7  Within this group, companies engaged in the
asset management industry recorded year-on-year
decrease of 2% in business receipts and other income
in 2016. The amount then recorded year-on-year
increases of 12% and 2% in 2017 and 2018
respectively. (Table 4)

Performance in 2019

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) remained
choppy in 2019, with year-on-year increases recorded
in the second and fourth quarters, while year-on-year

decreases in the first and third quarters. (Chart 2
and Table 5)
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6.

6.1

Further references

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)

(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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Table1 Employment and value added in respect of the financial services sector, 2016 to 2018

3 BEAEC DAEAE RS IEE
Year Employment* Value added at basic prices
(H&T)
($ million)
SRR E 2016 253 100 428,900
Financial services sector (3%) (5%)
2017 258 500 480,500
(2%) (12%)
2018 263 000 532,800 #
(2%) (11%) #
SRITE 2016 102 200 270,000
Banking industry (-1%) (4%)
2017 102 900 310,900
(1%) (15%)
2018 104 100 353,400 #
(1%) (14%) #
PrRbEE 2016 62 400 88,800
Insurance industry (11%) (19%)
2017 65 400 93,400
(5%) (5%)
2018 67 800 96,300 #
(4%) (3%) #
HoAth RS- 2016 88 400 70,100
Other financial services industries (1%) (-8%)
2017 90 200 76,200
(2%) (9%)
2018 91100 83,000 #
(1%) (9%) #
R B AU EAE S B AL B SRR TR E AT Notes : Figures on employment and value added are rounded to the nearest
BT - hundred and nearest hundred million respectively.
RN F R T E— B H Figures in brackets denote percentage changes over the preceding
= year.
+ S G - + Referring to Composite Employment Estimates.
# [FEAER et # Provisional figures.
EHGETHT 202044 H FB10 Hong Kong Monthly Digest of Statistics ~ April 2020

BRNIITHE BURGTE Census and Statistics Department, Hong Kong Special Administrative Region



®2 2016 £ 2018 SEgRITHER T EGETRT
Table 2 Principal statistics of the banking industry, 2016 to 2018

SEBREE R
PRI HAtre 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)
SRITE 2016 253 377,639 93,002 95,214
Banking industry (-2%) (-7%) (-1%) (-3%)
2017 239 425,524 97,389 107,606
(-6%) (13%) (5%) (13%)
2018 231 472,062 97,836 118,412
(-3%) (11%) (8 (10%)
FrhgsRT 2016 152 360,706 87,282 87,519
Licensed banks (8) (-7%) (-1%) (-4%)
2017 149 407,402 91,614 100,422
(-2%) (13%) (5%) (15%)
2018 149 452,714 91,560 110,614
8) (11%) ®) (10%)
BRI sET 2016 23 14,557 5,091 6,957
Restricted licence banks (5%) (-3%) (-1%) (8%)
2017 20 16,782 5,238 6,760
(-13%) (15%) (3%) (-3%)
2018 19 17,909 5,671 7,350
(-5%) (7%) (8%) (9%)
AT E] 2016 18 2,376 487 554
Deposit-taking companies (-10%) (-1%) (3%) (3%)
2017 17 1,340 373 224
(-6%) (-44%) (-23%) (-60%)
2018 16 1,439 390 235
(-6%) (7%) (5%) (5%)
SN SR T AR R 2016 60 - 143 184
Local representative offices of foreign (-5%) (8 (64%)
banks
2017 53 - 164 200
(-12%) (14%) (9%)
2018 47 - 215 212
(-11%) (31%) (6%)
R SRV FEFRORZES F—ELR g H Y Notes : Figures in brackets denote percentage changes over the preceding
S year.
§ SEE(E0.5% [N o § Change within +0.5%.
- RiEh - - Not applicable.
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Table 3 Principal statistics of the insurance industry, 2016 to 2018

SEBREE R
PR HAf A
B H Business & EETE BIER
= Number of receiptsand Compensation Operating
Year establishments  other income of employees expenses
(H&7T) (H&7T) (H#&T)
($ million) ($ million) ($ million)
PRbEE 2016 2638 513,148 41,633 21,110
Insurance industry (2%) (12%) (28%) (23%)
2017 2 669 592,797 45,966 21,610
(1%) (16%) (10%) (2%)
2018 2680 559,463 51,852 22,101
®) (-6%) (13%) (2%)
NFErBE AR A 2016 63 458,310 33,782 14,928
Life insurance underwriting (8) (12%) (35%) (36%)
2017 65 534,907 37,552 15,152
(3%) (17%) (11%) (2%)
2018 66 500,716 42,926 15,142
(2%) (-6%) (14%) €))
JEASIREEALRA 2016 114 44,015 3,298 2,816
Non-life insurance underwriting (1%) (5%) (7%) (-8%)
2017 114 46,886 3,524 3,109
(-1%) (7%) (7%) (10%)
2018 115 47,195 3,666 3,262
(1%) (1%) (4%) (5%)
TRl AR R BB EE) 2016 2461 10,823 4,553 3,366
Activities auxiliary to insurance (2%) (11%) (4%) (8%)
and pension funding 2017 2 490 11,003 4,890 3,349
(1%) (2%) (7%) (-1%)
2018 2499 11,552 5,260 3,696
€) (5%) (8%) (10%)
. RN EE RN F—F LS EH D Notes : Figures in brackets denote percentage changes over the preceding
B year.
§ SEH{E+0.5% [ o § Change within +0.5%.
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Table 4 Principal statistics of other financial services industries, 2016 to 2018

FEBWEE R
PR FHAA
=] Business ==t BHERT
L= Number of receiptsand Compensation Operating
Year establishments other income of employees expenses
(H#&T) (H#&T) (H&7T)
($ million) ($ million) ($ million)
HA RIS 2016 8 087 603,118 90,120 122,761
Other financial services industries (2%) (-4%) (5%) (1%)
2017 8 164 665,954 99,882 136,055
(1%) (10%) (11%) (11%)
2018 8 547 633,898 102,522 143,621
(5%) (-5%) (3%) (6%)
P& AR AE] s FIEEE - Bae RARRA 2016 3576 414,514 25,161 41,822
e TH (1%) (-4%) (5%) (4%)
Investment and holding companies; and 5497 3623 455,597 28,678 46,033
trusts, funds and similar financial entities (1%) (10%) (14%) (10%)
2018 3790 406,295 29,123 44,898
(5%) (-11%) (2%) (-2%)
FhEFH & K S EHRE 2016 886 14,312 2,103 5,938
Financial leasing and credit granting (11%) (-5%) (5%) (-3%)
2017 927 15,783 2,265 6,586
(5%) (10%) (8%) (11%)
2018 956 16,352 2,374 7,996
(3%) (4%) (5%) (21%)
NBRAEEH) SRR EE) - SRR 2016 3625 174,291 62,856 75,001
WEhIEE) KAk E (2%) (-2%) (5%) €)
Financial service activities without loan 2017 3614 194,573 68,940 83,436
making, activities auxiliary to financial (8) (12%) (10%) (11%)
service activities and fund management 2018 3801 211.251 71.025 90.726
(5%) (9%) (3%) (9%)
EEEENF] 2016 600 41,561 16,393 16,275
Asset management companies (-3%) (-2%) (10%) (-12%)
2017 640 46,342 17,784 18,178
(7%) (12%) (8%) (12%)
2018 679 47,224 17,859 18,538
(6%) (2%) ®) (2%)
. RN EE RN F—FLL S EH Y Notes : Figures in brackets denote percentage changes over the preceding
o year.
§ SEH{E+0.5% [ o § Change within +0.5%.
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Table 5 Quarterly Business Receipts Indices of selected service industries, 2019

£ = AT SRl (SRFTERIM) Trbg
Year Quarter Banking Financing (except banking) Insurance
2019 1 117.5 112.8 159.5
®) (-6%) (13%)
2 121.3 111.8 164.8
(5%) (3%) (20%)
3 123.0 108.5 163.7
(5%) (-2%) (7%)
4 112.5# 116.1# 155.4 #
(1%) (10%) (-3%)
R BN FERONZ AN RS e Notes : Figures in brackets denote percentage changes over the same
R o period of the preceding year.
§ SEEE£0.5% 7 [N o 8§ Change within +0.5%.
# FEHFE T - # Provisional figures.
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