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HONG KONG DIGITAL ASSET OUTLOOK
CAPITALISING ON RECENT LEGISLATIVE DEVELOPMENTS
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DIGITAL ASSETS AGENDA IN HONG KONG
The HKSAR Government’s “LEAP” framework sets out the city’s strategic direction for digital asset development, centred around three
key pillars: (1) streamlining regulation, (2) supporting Web3 innovation, and (3) facilitating global cooperation

POLICY STATEMENT 2.0 ON THE DEVELOPMENT OF DIGITAL ASSETS (“LEAP” FRAMEWORK) - 26 JUNE 2025

Sets out the city’s strategic direction for Digital Asset development, including requlatory priorities, support for Web3 innovation, and a focus on global cooperation

Pillars Components Key Details Implications
L . Comprehensive requlatory framework with a unified * Legal and regulatory regime to be Increase in licensing regimes for digital
egal and Regulatory approach developed under HKMA and SFC asset players
‘o . . —  Regulatory review on tokenisation, Legitimisation and legalisation of
Streamlining Legal and regulatory review on tokenisation especially around RWAs tokenised RWAS
. . , » Government to lead tokenisation with Increase in institutional investment /
E * Regularising the issuance of tokenised Government bonds . . : "
xpanding the Suite of o o ) ) regular tokenised bond issuance issuance of digital assets
* Incentivising the tokenisation of real-world assets (“RWAs”) . - o
Tokenised Products and financial assets « Fair treatment of digital assets (e.g., Inflow of digital asset-focused funds /
stamp duty waivers, tax concessions) investors into Hong Kong
* Supporting stablecoin and other tokenisation projects, » Government to lead by exploring use Policy-level push for creating real-world
Advancing Use Cases including exploring payment use cases cases (e.g., government payments) case studies
: « Facilitating collaboration among the regulators, law * Support digital asset ecosystem growth Demand for digital asset players across
nd Cross- ral Collaboration
and Cross-sectoral Collaboratio enforcement agencies (“LEAs”) and technology providers via Cyberport, InvestHK, HKEX, etc. the entire ecosystem
« Strengthening talent development efforts in partnership * Cyberport to assist the government in Increase in digital asset academic and
People and Partnership with the market and universities digital assets training policy research
Development « Positioning Hong Kong as a centre of excellence to share  Academia, LEAs, and regulators to Increase in demand for digital asset
knowledge and foster cooperation with other jurisdictions focus on digital assets talent

Primary Driver
Source: HKSAR Government, Quinlan & Associates analysis
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OPPORUNITY FOR TOKENISED RWA ISSUERS

With strong momentum behind tokenised asset adoption, VATPs and tokenised RWA issuers are well-positioned to benefit from an
expanded product shelf and greater investor inflows as regulatory clarity and institutional interest continue to grow

FAVOURABLE POLICY TREATMENT PUSHING DEMAND VIBRANT DIGITAL ASSET ECOSYSTEM PUSHING SUPPLY
Regulatory tailwinds are rapidly legitimising digital assets, paving the way for a To capture capital inflows, potential tokenised RWA issuers should prepare early
structural shift in demand and paving the way for massive capital inflows by familiarising themselves with tokenisation processes, understanding regulatory
from institutional and retail investors alike developments / expectations, and partnering with suitable digital assets players

STAMP DUTY WAIVER POTENTIAL ISSUERS ASSET TYPE

The same stamp duty waiver provided for all transfers of HKSAR Government Government bonds

ETFs listed on HKEX will be applicable to the transfer of

tokenised ETFs Fund Houses Public and private market funds, commodities

PROFIT TAX CONCESSIONS Banks Corporate bonds, derivatives

Current tax concessions provided for qualifying asset class

transactions (e.g_, equities) will be expanded to include Infrastructure Owners Transport, energy, utilities infrastructure

digital assets

Property Developers Residential, commercial, mix-use real-estate

TOKENISATION REGULATORY REVIEW Logistics / Warehouse Operators Warehouse, cold storage assets

The FSTB and HKMA will spearhead a legal and

regulatory framework review for tokenisation and its Luxury Asset Holders High-value physical assets

promotion

Use cases specified by the HKSAR government

Source: HKSAR Government, Quinlan & Associates analysis
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DIGITAL ASSETS LICENSING REGIME IN HONG KONG
The HKSAR Government’s digital asset vision is being actively supported by the HKMA and the SFC, with each regulator introducing
targeted licensing regimes to regulate key players across the digital asset ecosystem

POLICY STATEMENT 2.0 ON THE DEVELOPMENT OF DIGITAL ASSETS (“LEAP” FRAMEWORK) - 26 JUNE 2025

Sets out the city’s strategic direction for Digital Asset development, including requlatory priorities, support for Web3 innovation, and a focus on global cooperation

/ A %
HONG KONG MONETARY AUTHORITY HONG KONG MONETARY AUTHORITY
Regulator(s) Involved BN s/gggg’;gggom SSSSSS o 4 A B .

BERBAEHESSAR AREBUEHERSAR

Licensing / Regulation 1. Stablecoin Regime 2. Virtual Asset Trading Platform Regime' 3. Digital Asset Custody Regime
« Stablecoin license + Virtual Asset Service Provider (“VASP”) License (Expected)
[under AMLO?] « Custody for digital assets circular
* Virtual Asset Trading Platform ("VATP”) License « SFC consultation on digital asset custodians

[under SFO Type 1 & 7/ AMLO? under Part 5B]
Industry Stakeholders

Business Implications Banks and tech / crypto companies interested in Securities firms and tech / crypto companies looking Organisation providing digital assets safekeeping
issuing their own proprietary stablecoins can now to handle digital assets (i.e., trading and dealing for services, ranging from cryptos to tokenised RWAs,
apply for a licence issued and supervised by the institutional and/or retail clients) should acquire may be expected to hold a separate digital asset
HKMA licences issued and regulated by the SFC custody licence

Applicable - Moderately Applicable Not Applicable

The SFC does not publish a separate list of non-trading VASP licensees. In practice, the VASP licence has been issued only to VATP operators; Anti-money Laundering and Counter-Terrorist Financing Ordinance
Source: HKSAR Government, HKMA, SFC, Quinlan & Associates analysis
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STABLECOIN LICENCE APPLICANTS
The HKMA will begin accepting the next phase of stablecoin licence applications on 1 August 2025, with enforcement expected to
commence in early 2026; applicants are required to prepare comprehensive documentation to support their applications

Key Dates
Hong Kong Stablecoin Regime

21 May 2025 1 August 2025 (expected) Aug 2025 - Jan 2026 (expected) Feb 2026 onwards (expected)
Stablecoin Bill Passes Stablecoins Ordinance takes effect Transitional “non-contravention” period Enforcement of the licensing regime begins

Legislative Council passed the Stablecoins Bill, This is the anticipated commencement date when Pre-existing stablecoin issuers operating in Hong After the 6-month transition, it becomes mandatory
creating a statutory licensing regime for stablecoin.  the HKMA can begin accepting license Kong before the law’s start date can continue to have an HKMA license to issue or operate any in-
The government and HKMA publicly welcomed the  applications from stablecoin issuers, allowing time  operating without contravening the licensing scope stablecoin in Hong Kong. Unlicensed
new law and outlined next steps for implementation  for industry preparation requirement for 6 months under some conditions stablecoin activity will be deemed an offense’
J
v

License Application Requirements Summary

Hong Kong Stablecoin Licence Extensive Preparation Required

n Minimum Capital, Financial Risk Management and 3 Governance and n Technical Requirements &
Resources, and Reserve Assets Compliance Operations Business Plan (+ Use Cases)

» Applicants must have a minimum paid-up share | « Applicants need to implement comprehensive risk * Applicants must disclose their reserve asset  Applicants must submit a white paper outlining
capital of HKD 25 million or equivalent financial management systems, including anti-money management policy, composition, and value to the their operations, stablecoin details, and reserve
resources laundering (AML) and counter-terrorist financing public with regular independent attestation and asset management

« Applicants must demonstrate their financial (CFT) controls audit « Applicants must provide details about their
soundness through audited financial statements |« Applicants must establish robust informationand = Applicants must prepare a governance framework, security and risk management capabilities

« Stablecoins must be fully backed by high-quality, accounting systems and record-keeping practices including oversight mechanisms and operational  «  Applicants are expected to demonstrate a viable
liquid reserve assets at all times structures use case(s) (e.g., domestic and/or cross-border

 Applicants need to establish clear and transparent payments) for their stablecoin and their ability to
redemption policies for stablecoin holders operate in a sustainable manner

*Issuers that applied during the grace period but whose applications are still pending may be handled case-by-case by the HKMA (the law empowers HKMA to grant transitional extensions or conditions if needed).
Source: HKMA, Quinlan & Associates analysis




VATP LICENCE APPLICANTS

The SFC has been accepting licence applications since 1 June 2023. With the recent momentum around tokenisation and the
introduction of a clear licensing framework, the number of VATP / VASP licence applications is growing rapidly

Key Dates
Hong Kong VATP Regime

The SFC’s VATP licensing regime under the
amended AMLO came into effect, requiring all
platforms serving Hong Kong investors to be
licensed to operate legally

From this date, only VATPs that are fully licensed (2
at the time) or deemed-to-be-licensed may continue
operating, while unlicensed platforms must shut
down or exit the Hong Kong market

18 December 2024

Swift Licensing Process

The SFC has introduced a fast-track licensing
process for VATPs, enabling faster approvals for
applicants, with a total of 11 VATPs granted
licences by July 2025

v

License Application Requirements
Hong Kong VATP Licence

n Minimum Capital and
Liquid Assets

n Robust
Risk Management

Governance and
Operations
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Early 2026 (expected)
Listed of Tokenised Funds on VATPs

The SFC is expected to permit tokenised
investment funds to be listed and traded on licensed
VATPs, expanding Hong Kong's regulated virtual
asset product offerings

Extensive Preparation Required

n Clear
Business Model

Applicants must have a clear and sustainable
business model (e.g., operations, target clientele,

Applicants must have at least two responsible .
officers, with one a resident in Hong Kong and

+ Applicants must have a minimum paid-up share | « Applicants must implement robust risk .

capital of HKD 5 million

* Liquid capital must exceed the required amount
under the Securities and Futures Rules (e.g.,
higher than HKD 3 million / 5% of adjusted
liabilities or initial margin requirements

» VATPs must own sufficient liquid assets
equivalent to at least 12 months of actual
operating expenses

management systems, such as written polices and

procedures for compliance, a proper business
structure and internal control systems, etc.

* Due diligence on each digital asset must be
conducted before admission for trading

* Applicants must ensure robust cybersecurity and
private key management measures are in place

one being an executive director

» VATPs must maintain insurance / compensation
arrangements, and client money and assets must

be handled with transparency

*Issuers that applied during the grace period but whose applications are still pending may be handled case-by-case by the HKMA (the law empowers HKMA to grant transitional extensions or conditions if needed).
Source: SFC, Quinlan & Associates analysis

etc.), ensuring clear sources of revenue streams

* The business plan must fit within the scope of
Type 1 (i.., dealing in securities) and Type 7 (i.e.,
automated trading services) regulated activities
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POTENTIAL STANDALONE DIGITAL ASSET CUSTODY LICENCE
Hong Kong's regulators are taking a more proactive stance on digital asset custody, opening the door to third-party pure-play
custodians and accelerating tokenised and Web3 product development beyond banks and in-house models

Key Dates
Hong Kong Digital Asset Custody Regime

1 June 2023 20 February 2024 19 February 2025 - June 2025
VATP Licensing Regime for Custodians HKMA Circular to Banks SFC ASPIRe Roadmap
The SFC’s VATP licensing regime effectively required The circular outlined requirements for banks providing The SFC shifted its policy stance from integrated VATP
VATPs to hold client assets via a wholly owned associated  custody services, such as maintaining 98% of client digital = models to explore standalone digital asset custody
entity, excluding third-party custodians from servicing assets in cold storage, and allowing banks to operate as licensing, allowing for third-party custodian services, with
licensed VATPs regulated custodians a new consultation in June 2025
v
WHOLLY OWNED CUSTODIANS m BANK CUSTODY THIRD-PARTY CUSTODIANS
Details (by VATPs) (in parallel with VATP custody) (non-bank custodians)

Regulator SFC HKMA SFC

Applicable Entity 100% VATP Wholly-Owned Entity Authorised Institution (Bank) Any Eligible Independent Entity

Applicable Rules « HK-incorporated « Must be an authorised institution (HK-incorporated) = * HK-incorporated / registered (w/ physical presence)
» 98% cold storage for virtual assets » 98% cold storage for virtual assets + Dynamic approach to custody tech. & storage ratios
» Mandatory compensation arrangement  Mandatory compensation arrangement + Compensation covered in a separate consultation
* Holds a TCSP" licence * Segregation of assets from Al's own assets * Segregation of assets
» Have only custody as its business « May only outsource to another Al2/ VATP * Ancillary services may be allowed with approval

Areas to keep an eye on

Trust or company service provider; 2Authorised Institution
Source: HKMA, SFC, Quinlan & Associates analysis




TIME IS OF THE ESSENCE

Reflecting on the experience of the Stored Value Facility (*SVF”) and Digital Bank licence regimes, it will be critical for license

applicants to act fast, as latecomers typically have limited / no options

&

>

Source: HKMA, Quinlan & Associates analysis

13 NOV 2015: Stored Value Facilities and Retail Payment Systems Enacted

The Payment Systems and Stored Value Facilities Ordinance (Cap. 584) officially came into effect,
amending the earlier Clearing and Settlement Systems Ordinance. It established the licensing
framework and regulatory oversight for both device-based and non-device-based SVFs in Hong Kong

13 NOV 2015: Transitional Period Begins

Simultaneous with enactment, a 12-month transitional period began, allowing existing and new SVF
providers to continue operations while preparing or submitting licence applications. During this time,
enforcement provisions were on hold

|

25 AUG 2015: First licences issued

The HKMA granted the first five SVF licences under the new regime (Alipay, HKT Payment, Money
Data (WeChat Pay), TNG, and (effectively) Octopus), with Alipay and others taking immediate effect,
while Octopus's licence was deferred until November

13 NOV 2016: End of transitional period / Mandatory licensing begins

The grace period ended, and it became illegal for anyone to issue or operate a multi-purpose SVF
without a valid licence (unless exempt). This date also marked when Octopus’s licence took effect.
Licensed banks were automatically deemed authorised SVF issuers

Organisation

Licensed Banks issuing/facilitating SVFs

1. Bank of Communications (Hong Kong) Limited

2. Bank of China (Hong Kong) Limited

3. Dah Sing Bank, Limited

4. The Hongkong and Shanghai Banking Corporation Limited

Non-bank SVF licensees

5. Alipay Financial Services (HK) Limited

6. HKT Payment Limited

7. WeChat Pay Hong Kong Limited (formerly Money Data Limited)
8. 33 Financial Services Limited

9. Autotoll Limited

10. ePaylinks Technology Co., Limited

11. PayPal Hong Kong Limited

12. UniCard Solution Limited

13. Octopus Cards Limited

SVFs in Hong Kong,

License #

SVFB320
SVFB072
SVFB006
SVFB002

SVF0004
SVF0002
SVF0005
SVF0010
SVF0012
SVF0011
SVF0008
SVF0009
SVF0001
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Date

13 Nov 2016
13 Nov 2016
13 Nov 2016
13 Nov 2016

25 Aug 2016
25 Aug 2016
25 Aug 2016
4 Nov 2016
4 Nov 2016
4 Nov 2016
4 Nov 2016
4 Nov 2016
13 Nov 2016

were granted license after November

2016 (i.e. the end of the transition period when mandatory licensing began).

Similarly,

licenses were granted in 2019,
with no new licences issued since.
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CONSEQUENCES OF BEING UNLICENSED

Unlicensed players are being phased out across APAC with regulatory developments and enforcements take place; prospective
licence applicants must act swiftly while Hong Kong's licensing pathways remain open to secure strategic long-term market share

Recent Regulatory Enforcements in APAC

’South Korea

!‘ Philippines
’7,
s

Thailand !
Singapore

@ Notable Markets with Regulatory Pushes in 2025

Source: Financial Times, Fintech Philippines, Cointelegraph, Coindesk, Quinlan & Associates analysis

SINGAPORE

In late May, the Monetary Authority of Singapore (MAS) mandated that all crypto exchanges
serving only overseas clients must either obtain a full licence or cease operations by 30 June,
aiming to phase out unlicensed exchanges and channel crypto services through regulated entities

PHILIPPINES

On 30 May, the Securities and Exchange Commission (SEC) issued a new set of rules, which
includes requiring crypto platforms to maintain a local physical office, and has already blocked
websites and advertising of several unlicensed foreign crypto exchanges operating in the country

THAILAND

As part of a broader AML crackdown, Thailand’s SEC recently expelled at least five exchanges for
operating without proper licensing or failing to meet money-laundering standards. Investors were
given just under a month (until 28 June) to move their funds

SOUTH KOREA

In March, South Korea’s Financial Intelligence Unit (FIU) considered sanctioning multiple
unregistered foreign platforms (e.g., CoinW, KuCoin, etc.) under the Specific Financial Information
Act. The intent is to label them "illegal" and potentially bar access for Korean users



HOW WE CAN HELP
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Quinlan & Associates has deep expertise and hands-on experience in supporting regulatory licensing applications and engagement
efforts in Hong Kong, allowing us to help you seize these opportunities ahead

LICENCE APPLICATION SUPPORT PROVISION

We have extensive experience in support in preparing comprehensive licence application collateral to meet regulatory expectations

STRATEGIC BUSINESS CASE DEVELOPMENT

Define the commercial rationale and strategic positioning for entering
the licensing regime

» Market sizing and opportunity assessment

» Competitive benchmarking and proposition development

» Commercial model and business end-to-end case development

* Partnership and ecosystem strategy

RISK MANAGEMENT & GOVERNANCE DESIGN

Establish enterprise risk management and governance structures to
ensure regulatory and operational resilience

* Risk identification, assessment, and mitigation frameworks

+ Governance structure and board committee terms of reference

« Three Lines of Defence’ implementation and accountability mapping
+ Stress testing scenarios for liquidity, redemption, and market shocks

TRAINING WORKSHOPS & CAPACITY BUILDING
Deliver customised training to help internal teams understand their
regulatory, operational, and risk management obligations

» Strategy workshop for vision & mission development
» Risk management and operational readiness training
» Technology risk and cybersecurity awareness workshops

FINANCIAL MODELLING & SUSTAINABILITY PLANNING
Develop robust financial models and capital planning to support both
internal decision-making and regulatory review

» Revenue and cost forecasts across different market scenarios
+ Capital adequacy and liquidity stress testing

* Return on investment and breakeven analysis

 Cost efficiency and scalability modelling

TECHNOLOGY & CYBERSECURITY FRAMEWORKS

Design secure, scalable, and compliant technology controls tailored to
digital asset activities

+ Asset lifecycle management (e.g., minting / burning)

+ Smart contract and key management protocols (e.g., multi-sig)

+ IT security architecture and incident response planning

+ Business continuity and disaster recovery design

REGULATORY REPORTING & AUDIT PREPARATION?
Set up tools and procedures to ensure effective regulatory reporting
and inspection readiness

* Internal audit preparation across operational, financial, and IT domains
+ External audit scoping and readiness reviews
+ Incident escalation and breach notification protocols for compliance

"Business units, risk & compliance functions, and internal audit; 2In partnership with an independent auditor; 3In partnership with an independent legal counsel

Source: Quinlan & Associates

OPERATING MODEL DEVELOPMENT & POLICY DRAFTING
Draft the required operational and compliance policies aligned with
local regulations

*  AML/CFT manuals and customer onboarding policies

+ Asset management policies (e.g., reserve, custody, compensation, etc.)
* Issuance, redemption, listing, and/or trading operation procedures

* Disclosure, complaints handling, and customer protection frameworks

REGULATORY ENGAGEMENT & ISSUE MANAGEMENT
Guide applicants through interactions with requlators and help manage
emerging issues or clarifications

 Preparation for meetings and presentations with regulators

» Response drafting for regulatory feedback or information requests
« Strategic communications support for regulatory developments

» Templates for daily, weekly, and monthly reporting to regulators

INDEPENDENT LEGAL OPINION3
Help coordinate and support the preparation of required independent
legal opinions for licensing applications

» Legal opinion on asset segregation and trust arrangements
* Legal opinion on redemption rights and insolvency protections
» Assistance in framing legal questions for external counsel review
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STRATEGY WITH A DIFFERENCE

Copyright © 2025 Quinlan & Associates.

All rights reserved. This report may not be distributed, in whole or in part, without
the express written consent of Quinlan & Associates. Quinlan & Associates
accepts no liability whatsoever for the actions of third parties in this respect.

The information and opinions in this report were prepared by Quinlan &
Associates. This report is not financial or investment advice and should not be
relied upon for such advice or as a substitute for professional accounting, tax,
legal or financial advice. Quinlan & Associates has made every effort to use
reliable, up-to-date and comprehensive information and analysis in this report,
but all information is provided without warranty of any kind, express or implied.

Quinlan & Associates disclaims any responsibility to update the information or
conclusions in this report. Quinlan & Associates accepts no liability for any loss
arising from any action taken or refrained from as a result of information
contained in this report or any reports or sources of information referred to
herein, or for any consequential, special or similar damages even if advised of
the possibility of such damages. This report is not an offer to buy or sell
securities or a solicitation of an offer to buy or sell securities.

Website www.quinlanandassociates.com
Email enquiries@quinlanandassociates.com

Telephone  (+852) 2618 5000

Address Level 20, One International Finance Centre
1 Harbour View Street, Central
Hong Kong

CONTACT US

Benjamin Quinlan
CEO & Managing Partner

T: +852 2618 5000
E: bquinlan@quinlanandassociates.com

Justin Chung
Associate Partner

T: +852 2618 5000
E: jchung@quinlanandassociates.com

Michael Fan
Senior Consultant

T: +852 2618 5000
E: mfan@quinlanandassociates.com




	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11

