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Policy and Regulatory 
Developm ents
People’s Republic of China

The PRC Mulls I ncreasing QFI I   

and RQFI I  Quotas

On  1 5  Jan u ar y ,  t h e  Ch a i r m an  o f  t h e  Ch in a 

Securit ies Regulatory Com m ission, Guo Shuqing, 

announced t hat  t he People’s Republic of  China 

(PRC) plans to increase the quotas for Qualified 
Foreign I nst itut ional I nvestors (QFI I )  and Renm inbi 

Qualified Foreign Institutional Investors (RQFII). 
The quotas could possibly be increased tenfold in 

the future, he said. Guo also said that the PRC will 
support two-way balanced portfolio investment, 
which would allow non-residents to diversify 
existing investments in the PRC.

PBOC to Use Short - Term  Liquidity 

Operat ions to Manage Money Supply

On 21 January, the People’s Bank of China (PBOC)  

announced that it will begin using short-term 
liquidity operat ions as an addit ional tool to m anage 

the money supply. The main tools will be repo and 
reverse repo agreements with maturities of less 
than 7 days.

Hong Kong, China

HKMA Revises Rules on CNH

On 15 January, the Hong Kong Monetary Authority 

(HKMA) released two new regulations making it 
easier for banks to hold offshore renminbi (CNH). 
The first one allows banks to include renminbi 
cur rency fut ures as par t  of  t he calculat ion of a 

bank’s net open position. The second one shortens 
the notice period from two business days to one 
business day for banks seeking to tap the HKMA 

renminbi liquidity facility.

DBS Launches Renm inbi I ndex

On 16 January, DBS Bank Ltd. (Hong Kong, China) 
launched a DBS Renm inb i  I ndex  for  VVinn ing 

Enterprises (DRIVE). The index measures actual 
usage and accept ance of  t he renm inbi am ong 

en t erpr ises in  Hong Kong,  Ch ina,  and gauges 

sent im ent  for  the expanded use of the renm inbi 

as a global currency. The index is based on a 
survey along four dim ensions:  ( i)  actual business 

perform ance in the last  12 m onths and expectat ions 

for the next  12 m onths, ( ii)  past  and future dem and 

for  renm inbi in business operat ions,  ( ii i)  use of 

renm inbi in  t rade set t lem ent ,  and ( iv )  ease of 

access to renminbi financing. The initial index 
value in 4Q12 was 54.9; future updates are to be 
released quarterly.

I ndonesia

BI  Announces New  Capital  

Adequacy Rat ios for  Banks

In December, Bank Indonesia (BI) announced new 
capital requirem ents for  banks as part  of effor ts 

to strengthen the banking system. Beginning 
in March, banks will be required to maintain a 
capital adequacy ratio (CAR) of between 8% and 
14%, depending on their risk profile. Currently, 
the CAR for all banks is set at 8%. Based on the 
new regulation, banks with a low risk profile will 
continue to maintain a CAR of 8%, banks with a 
second-level risk profile will be required to maintain 
a CAR of 9%–10%, and those with a third-level 
risk profile will be required to maintain a ratio of 
10%–11%. High-risk banks (fourth- and fifth-level 
risk profiles) will be required to maintain a CAR 
of 11%–14%. BI also set a special requirement, 
known as a capital equivalency maintained asset 
(CEMA), for foreign banks operating in Indonesia.
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I ndonesian Governm ent  to Hedge  

FCY Liabilit ies Against  Fluctuat ions 

in I nterest  and Exchange Rates

I n  Januar y,  t he Min ist r y  o f  Finance issued  a 

regulation that would allow the government to 
hedge its foreign currency (FCY)-denominated 
liabilit ies, for both bonds and internat ional loans, 

against  f luct uat ions in  in t er est  and exchange 

rates. The decree, however, did not indicate 
which specific hedging instruments it will use. The 
m echanism  for  conduct ing hedging t ransact ions 

is still being formulated by the government. The 
decree requires the governm ent  counterparty for 

hedging t ransact ions to have at  least  an A credit  

rating from two international rating agencies.

Republic of Korea

FSC Releases Legislat ive Not ice  

on Proposed Covered Bonds Act

The Financial Services Com m ission (FSC)  released 

a legislat ive not ice on its proposed Covered Bonds 

Act in October. The notice includes the definition 
of covered bonds and eligible issuers,  t he cover 

pool,  regist rat ion of the issuance plan and cover 

pool, the m anagem ent  of the cover pool, and the 

preferential rights of covered bond investors. The 
FSC reported in its January press release that  the 

draft bill of the Covered Bond Act was approved by 
the Cabinet on 29 January.

FSC Sets I m plem entat ion Plan  

for  Basel I I I

The FSC stated in December that it will set a 
speci f ic t im el ine for  dom est ic im plem ent at ion 

of  Basel I I I  in  t he Republic of  Korea,  and t hat  

this will reflect global trends with respect to 
other countries’ implementation experiences. 
The FSC reported that 11 countries had finalized 
t h e i r  i m p l e m e n t a t i o n  p l a n s  f o r  Ba se l  I I I ,  

while 15 countries, including the Republic of 
Kor ea,  h ad  d r af t ed  r egu la t ion s f o r  Basel  I I I   

implementation.

Malaysia

BNM and SC Sign MOU to Strengthen 

Joint  Regulatory Oversight

On 30 October, Bank Negara Malaysia (BNM) and 
Secur it ies Com m ission Malaysia (SC)  signed a 

Mem orandum  of Understanding (MOU)  to improve 

their joint regulatory oversight. The MOU provides 
for enhanced collaboration between BNM and 
SC, with the aim of promoting financial sector 
and capital market stability. The MOU reinforces 
t he int ent  t o collaborat e,  cooperat e,  and share 

informat ion to enable both agencies to ef fect ively 

carry out their respective mandates.

SC I nt roduces New  Capital Market  

Regulat ions

On 2 January, SC announced new capital market 
r egu lat ion s t h r ough  t he Cap i t al  Mar ket s and 

Services (Amendment) Act 2012 (CMSA 2012), 
which aims to encourage market innovation, 
promote market efficiency, and allow for more 
informed investment decisions. CMSA 2012 
introduces a new approval framework that will 
facilit ate the of fer ing of a broader ar ray of capit al 

m ar k e t  p r odu c t s f o r  t h e b en ef i t  o f  i ssu er s, 

intermediaries, and investors. New regulations 
under CMSA 2012 inc lude, among others, 
(i) guidelines for business trusts that allow for 
greater fundraising flexibility and provide investors 
with an opportunity to invest in a new asset class, 
( ii)  rev ised guidelines on pr ivate debt  secur it ies 

and sukuk (Islamic bonds) that allow publicly listed 
companies and banks to of fer bonds and sukuk  to 

ret ail investor s,  and ( iii)  t he est ablishm ent  of a 

consolidated capital market compensation fund.

RAM Rat ings Launches Global  

and ASEAN Rat ings Scale

In January, RAM Ratings Services Bhd. launched its 
global and Associat ion of Southeast  Asian Nat ions 

(ASEAN) ratings scales. The scale will enable RAM 
to benchmark rat ings against  global and regional 

peers. The Credit Guarantee and Investment 
Facility (CGIF) was the first institution to be given 
a global and ASEAN rating of AAA by RAM.
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Philippines

BSP Adopts Disclosure Rules  

for  Capita l I nst rum ents

On  1  Feb r u ar y,  Ban g k o  Sen t r a l  n g  Pi l i p in as 

(BSP) added disclosure requirements, which are 
Basel I I I  com pliant ,  for  debt  inst rum ents issued 

by banks. BSP has added a client suitability 
measure to determine whether the investor 
understands the risks involved in an investment. 
A r i sk  d i sc l o su r e  s t a t e m e n t  m u s t  a l so  b e 

included that outlines the risks as well as the 
processes that would follow once thresholds  
are breached.

AMLA Am endm ents Approved

On 7 February,  Congress rat i f ied am endm ent s 

to the Anti-Money Laundering Act (AMLA). The 
am endm ents include expanding the list  of covered 

inst itut ions required to report  t ransact ions in excess 

of PHP500,000 and the list of unlawful activities 
covered by the AMLA. The covered institutions 
were expanded to include companies such as forex 
dealers, pawnshops, remittance agents, and pre-
need firms. Unlawful activities include terrorism, 
financing of terrorism, fraud, and bribery.

Singapore

PBOC Appoints Clearing Bank  

for  Renm inbi in Singapore

On 8 February, the PBOC appointed the I ndust r ial 

and Com m ercial Bank of China’s ( I CBC)  Singapore 

b r an ch  as t h e clear in g  ban k  f o r  r en m in b i  in 

Singapore. The Monetary Authority of Singapore 
(MAS) will work closely with the PBOC and ICBC in 
implementing clearing arrangements in Singapore. 
The appointm ent  of a renm inbi clear ing bank in 

Singapore marks a milestone in financial cooperation 
between the PBOC and MAS, and will enable 
Singapore to facilitate greater use of the renm inbi for  

t rade, investm ent , and other econom ic act iv it ies 

in the region.

Thailand

MOF Perm its Eight  Foreign Ent it ies  

to I ssue LCY Bonds in Thailand

The Min ist r y  of  Finance ( MOF)  has per m it t ed 

eight foreign entities to sell THB-denominated 
b on d s an d  d eb en t u r es i n  Th a i l an d ,  t o t a l i n g 

THB59  b i l l i on ,  be tween  1  Janua ry  and 
30 September. These entities and their respective 
authorized bond issuance amounts are as follows: 
(i) Industrial Bank of Korea (THB10 billion), 
(ii) ING Bank (THB10 billion), (iii) Korea Eximbank 
(THB10 billion), (iv) Shinhan Bank (THB10 billion), 
(v) Woori Bank (THB10 billion), (vi) Rabobank 
Neder lan d  ( THB4  b i l l i on ) ,  ( v i i )  Nob le Gr ou p 

(THB3.5 billion), and (viii) Ministry of Finance of 
Lao PDR (THB1.5 billion).

BOT Provides Notification on Basel III’s 
Capital Adequacy Fram ew ork

I n Decem ber, the Bank of Thailand (BOT)  provided 

n o t i f i ca t i on  on  Base l  I I I ’s  cap i t a l  ad eq u acy 

framework. The central bank informed Thai 
banks of the requirem ent  to m aintain a m inim um  

common equity ratio of 4.5%, a Tier 1 ratio of 
6.0%, and a total capital ratio of 8.5%. The 
notification also stipulates that branches of foreign 
banks are required to m aintain a total capital rat io  

of 8.5%.

Viet  Nam

SBV Cut  Key Rates in Decem ber  

for  the Sixth Tim e in 2 0 1 2

On 24 Decem ber, the State Bank of Viet  Nam  (SBV)  

cut key interest rates for the sixth time in 2012 in 
a continuation of its policy of monetary easing. 
The discount rate and the refinancing interest rate 
were each cut by an additional 100 bps to 7.0% 
and 9.0%, respectively.
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