Hong Kong Customs seizes suspected
duty-not-paid and smuggled goods (with
photo)

a€<Hong Kong Customs yesterday (July 8) seized about 120 000 suspected
illicit cigarettes, 72 litres of suspected duty-not-paid liquor and a batch
of suspected smuggled food and electronic products with an estimated market
value of about $600,000 in total and a duty potential of about $240,000 at
the Kwai Chung Customhouse Cargo Examination Compound.

Through risk assessment, Customs officers inspected a container arriving
in Hong Kong from Xiamen, Fujian declared to be carrying clothes and tissue
paper. Upon inspection, Customs officers found the batch of suspected duty-
not-paid and smuggled goods in the container.

Investigation is ongoing.

Smuggling is a serious offence. Under the Import and Export Ordinance,
any person found guilty of importing or exporting unmanifested cargo is
liable to a maximum fine of $2 million and imprisonment for seven years.

Under the Dutiable Commodities Ordinance, anyone involved in dealing
with, possession of, selling or buying illicit cigarettes commits an offence.
The maximum penalty upon conviction is a fine of $1 million and imprisonment
for two years.

Members of the public may report any suspected illicit tobacco and
smuggling activities to Customs' 24-hour hotline 2545 6182 or its dedicated
crime-reporting email account (crimereport@customs.gov.hk).

Monetary Authority Announces
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- lical Capital Buffer f
Hong Kong

The following is issued on behalf of the Hong Kong Monetary Authority:

The Monetary Authority announced today (July 9) that the countercyclical
capital buffer (CCyB) for Hong Kong will remain at 2.5 per cent.

"System-wide risks in Hong Kong associated with a period of excessive
credit growth have not subsided. Housing affordability remains highly
stretched and household debt-to-GDP ratio has risen to a new high," the
Monetary Authority, Mr Norman Chan said. "It is therefore appropriate to
maintain the CCyB at 2.5% at this juncture, providing additional buffer to
shock should systemic risks crystallise."

Further details of the decision may be found in the Announcement of the
CCyB to Authorized Institutions on the HKMA website.

Background

In setting the CCyB rate the Monetary Authority considered a series of
quantitative indicators and qualitative information including an "indicative
buffer guide" (which is a metric providing a guide for CCyB rates based on
the gap between the ratio of credit to GDP and its long term trend, and
between the ratio of residential property prices to rentals and its long term
trend). The latest indicative buffer guide, calculated based on 2019 Q1 data,
signals a lower than current CCyB of 1.75 per cent mostly due to the recent
narrowing of the credit to GDP gap from more than 12 per cent in the previous
quarter to about 9 per cent, reflecting the recent slowdown in loan growth.
The property price to rental gap, however, has widened again, reflecting the
recent recovery of residential property prices.

Whilst the indicative buffer guide, as its name suggests, provides only
a "quide" for CCyB decisions, the determination of a CCyB ratio is not a
mechanical exercise and, in addition to the indicative buffer guide, the
Monetary Authority also reviewed a range of other reference indicators. These
included measures of: bank, corporate and household leverage; debt servicing
capacity; profitability and funding conditions within the banking sector and
macroeconomic imbalances. The information drawn from these sources suggests
that a CCyB of 2.5 per cent would be more appropriate at this stage.

The CCyB is an integral part of the Basel 3 regulatory capital framework
and is being implemented in parallel by Basel Committee member jurisdictions
worldwide. The CCyB has been designed by the Basel Committee to increase the
resilience of the banking sector in periods of excess credit growth. The
banking sector can then act as a "shock absorber" in times of stress, rather
than as an amplifier of risk to the broader economy.
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The specific CCyB requirement applicable to a given authorised
institution (AI) is expressed as a percentage of its CET1 capital to its
total risk-weighted assets. Each AI's CCyB requirement may vary depending on
the geographic mix of its private sector credit exposures and the CCyB rate
applicable in each jurisdiction where it has such exposures.

The power to implement the CCyB in Hong Kong is provided by the Banking
(Capital) Rules, which enable the Monetary Authority to announce a CCyB rate
for Hong Kong if the Monetary Authority considers that a period of excessive
credit growth in Hong Kong is leading to a build-up of system-wide risks in
the financial system of Hong Kong.

Exchange Fund Bills Tender Results

The following is issued on behalf of the Hong Kong Monetary Authority:

Exchange Fund Bills Tender Results:

Tender date July 9, 2019
Paper on offer EF Bills
Issue number Q1928

Issue date

Maturity date

Amount applied

Amount allotted
Average yield accepted
Highest yield accepted
Pro rata ratio

Average tender yield
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Tender date

Paper on offer

Issue number

Issue date

Maturity date

Amount applied

Amount allotted
Average yield accepted
Highest yield accepted
Pro rata ratio

Average tender yield

July 10, 2019
October 9, 2019
HK$118,555 MN
HK$58,164 MN
2.22 PCT

2.30 PCT

About 89 PCT
2.32 PCT

July 9, 2019
EF Bills
H1957

July 10, 2019
January 8, 2020
HK$38,890 MN
HK$18,000 MN
2.07 PCT

2.17 PCT
About 26 PCT
2.19 PCT
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Tender date

Paper on offer

Issue number

Issue date

Maturity date

Amount applied

Amount allotted
Average yield accepted
Highest yield accepted
Pro rata ratio

Average tender yield

July 9, 2019
EF Bills
Y1991

July 10, 2019
July 8, 2020
HK$16,825 MN
HK$5,000 MN
1.88 PCT
1.93 PCT
About 6 PCT
2.08 PCT

Hong Kong Monetary Authority tenders to be held in the week beginning July

15:

Tender date
Paper on offer
Issue number
Issue date
Maturity date
Tenor

Amount on offer
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Tender date
Paper on offer
Issue number
Issue date
Maturity date
Tenor

Amount on offer

July 16, 2019

EF Bills

Q1929

July 17, 2019
October 16, 2019
91 Days
HK$60,174 MN

July 16, 2019

EF Bills

H1958

July 17, 2019
January 15, 2020
182 Days
HK$18,000 MN

Government appeals against judgment on
judicial review of Small House Policy

The Development Bureau (DEVB) said today (July 9) that the Government
has decided to appeal against the judgment of the Court of First Instance of
the High Court (the CFI) on the judicial review of the Small House Policy

(the Policy).
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"The CFI ruled that arrangements to apply for grants of government land
through Private Treaty Grant (PTG) and Land Exchange for building small
houses under the Policy are not a lawful traditional right and interest of
the indigenous inhabitants of the New Territories within the meaning of
Article 40 of the Basic Law. The judgment involves the interpretation of
Article 40 of the Basic Law, which is a matter of constitutional
importance. Having considered legal advice, the Government considers that it
has grounds to lodge an appeal with the Court of Appeal against the CFI
judgment," a spokesperson for the DEVB said. The spokesperson added that it
would not be appropriate for the Government to comment openly on the details
of the grounds of appeal at this stage in view of the judicial procedures
involved.

Separately, the CFI stated earlier that the judgment made on April 8,
2019, would take effect on October 8, 2019. Although the judgment is not yet
effective at the moment, since the CFI has already ruled that arrangements to
apply for government land for building small houses through PTG and Land
Exchange are not a lawful traditional right and interest within the meaning
of Article 40 of the Basic Law, the Government considers that a prudent
approach should be adopted in determining how to handle these two types of
applications before the judgment takes effect. In view of this, the
Government will only process those cases that were near completion before the
judgment was handed down. Specifically, in respect of applications for PTG
and Land Exchange involving government land:

(1) Starting from today (July 9) until the judgment takes effect, the
Government will resume the remaining procedures for those cases that were
already prepared for execution on or before the day the judgment was handed
down (i.e. on or before April 8, 2019). The Lands Department (LandsD) will
contact the applicants concerned shortly to follow up.

(2) Pending the results of the appeal, the LandsD will continue to suspend
the processing of the other applications already received for these two types
of small house grants, as well as the receipt of new applications for these
two types of grants.

"After careful consideration, we believe that the above arrangement is
an appropriate and pragmatic way forward," the spokesperson said.

The CFI ruled on April 8 that the arrangements to apply for building
small houses on private land through Free Building Licence (FBL), being a
lawful traditional right and interest of the indigenous inhabitants of the
New Territories within the meaning of Article 40 of the Basic Law, is lawful
and constitutional. Subsequently, the Court confirmed in the orders granted
on April 30 that as far as Land Exchange is concerned, the unconstitutional
ruling handed down on April 8 applied only to Land Exchange involving
government land. Therefore, the LandsD will continue to process as usual
applications for building small houses on private land through FBL and Land
Exchange under the Policy.



Transcript of remarks by CE at media
session before ExCo meeting (with
video)

Following is the transcript of remarks by the Chief Executive, Mrs
Carrie Lam, at a media session before the Executive Council meeting this
morning (July 9):

Chief Executive: Let me say a few words in English. I am sure many people in
Hong Kong, including myself, are saddened and shocked by recent events in the
past few weeks. I have fully reflected on the people's concerns, and I
noticed that there are two entirely different situations in the many protests
and marches that we have seen. On the one hand, hundreds of thousands of
people from all sorts of background have taken part in marches in a peaceful
and orderly manner. I think this again reflects the core value of Hong Kong,
that we all have this freedom to express our views. I am also very proud of
the quality of the Hong Kong people. But on the other hand, a very small
minority of protesters have used the occasion to resort to violent acts and
vandalism. We are sad to see these violent acts because they undermine the
rule of law in Hong Kong. So I make a very sincere plea here, that in future,
if anyone in Hong Kong has any different views, especially those about Hong
Kong Government's policies, please continue to uphold the value of expressing
it in a peaceful and orderly manner.

On June 18, I have tendered my most sincere apology for the
disturbances, tensions and confrontations caused by our work in amending the
Fugitive Offenders Ordinance. Since then, in the past few weeks, I have met a
lot of people and listened to their views. I just want to give a brief
account of our views now.

First of all, the cause of all these grievances and confrontations is an
exercise to amend the Fugitive Offenders Ordinance. I have almost
immediately put a stop to the amendment exercise, but there are still
lingering doubts about the Government's sincerity, or worries whether the
Government will restart the process in the Legislative Council. I reiterate
here there is no such plan — the bill is dead. As regards the other demands,
myself, the Secretary for Justice, the Secretary for Security and the Chief
Secretary for Administration, have responded on different occasions. In
brief, we have not given a label to what took place on June 12. Whatever
label given by whoever is not going to have any impact on the ultimate
prosecution decision because prosecutions in Hong Kong are undertaken
independently by the Department of Justice in accordance with the evidence,
the law and also the Prosecution Code.

Secondly, any demand that we should grant an amnesty at this stage, in
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other words, we will not follow up on investigations and prosecutions of
offenders, is not acceptable, because that bluntly goes against the rule of
law in Hong Kong and also deviates from the very important principle laid
down in the Basic Law that no one should interfere with the Department of
Justice's prosecutorial decisions.

As regards the setting up of an independent Commission of Inquiry, we
have all noticed that on Friday last week, the statutory Independent Police
Complaints Council (IPCC) has already unanimously decided that they will
conduct a fact-finding study on the events that have taken place during the
period from June 9 to July 2, with a view to finding out the facts and
providing the true situation to members of the public. They are appealing for
members of the public, the policemen and the journalists to provide
information to this fact-finding study. I am very grateful that IPCC has
taken on my views or wishes that they will try to finish this independent
study report within six months, submit the report with recommendations to
myself and make the report open, so that everyone will know what had happened
during that period.

I fully understand that the responses of the Government may not have
fully met the wishes of the people, especially the protesters who have gone
on the streets several times to express their views. I just want to reiterate
that this is nothing to do with my own pride or arrogance. This is the
Government's full deliberations of the various concerns and factors, and it
comes to the conclusion that the responses are practical measures for us to
move ahead. My sincere plea is, please give us an opportunity, the time, the
room, to take Hong Kong out of the current impasse and try to improve the
current situation.

The Government has the most important duty to improve the situation, so
on July 1 I announced in my speech that we would adopt a new governance style
in order to ensure that we are able and capable of listening to views from
different sectors before we implement policies. I want to make some concrete
follow-up to those suggestions.

One is we will listen more extensively to people from different
backgrounds with different ideas so that we have a better grasp of public
opinion. This work will be carried out not only by myself, it's also to be
carried out by my political team, including the Principal Officials, the
Under Secretaries, the Political Assistants, and also by my senior civil
servants whom I have met over the last few weeks. They are all very willing
to help by displaying that same sincerity to consult and listen. As for the
role of the Executive Council in this particular aspect, I will enhance the
role of the Executive Council,that is the Non-Official Members of the
Executive Council, so that they also shoulder an important responsibility in
engaging public opinions and reflecting those opinions to me.

The second concrete measure is we will reform the existing consultative
machinery, which basically comprises a large number of consultative advisory
committees with members appointed by the Government into these committees to
offer us advice. I feel that we need to be more innovative. In other words,



sometimes we may not need a formal committee — we should build more open
platforms to facilitate dialogues in a very frank manner, and to make sure
that whoever joins the committees or these dialogues come from different
backgrounds, so they are not homogeneous of one group. They should come from
a more diverse background so that we can really receive views from a wider
spectrum of society. One of the important committees that will undergo I
would say a major overhaul will be the Youth Development Commission (YDC),
because this commission was set up to co-ordinate initiatives relating to
young people and to address young people's concern. I hope that the YDC will
undergo a major changeover to a more open dialogue platform to listen to
views from young people of various backgrounds.

The third concrete initiative is when I said that in rolling out
policies the Government should have more thorough deliberations. We should
not be guided just by executive efficiency or an end date for achieving a
particular target. I have invited all my Principal Officials to revisit and
re-examine some of the controversial policy initiatives under their
respective jurisdiction, and consider whether we should redo or enhance the
consultation and discussions with the people so that at the end of the day we
could have an initiative which has more broad-based support, and in doing so
I hope we could restore some of the trust in the Government amongst our
people.

And finally, I said on July 1 that I will reach out to more young people
of different backgrounds to hear them out, and that's why last week I
contacted the presidents of two universities, the Hong Kong University of
Science and Technology and the Chinese University of Hong Kong to seek their
help in arranging smaller sessions, closed-door sessions, so that we can
listen without any sort of constraints. I realise that this idea is not
welcomed by the student unions. They instead counter-proposed that we should
have an open dialogue. I now readily welcome and agree to do this open
dialogue with our student representatives, and we will follow up. I hope this
open dialogue will be conducted without any prerequisites on my part or on
the part of the students.

To conclude, I want to say this really from the bottom of my heart. Five
years ago, I was one of the Principal Officials involved in Occupy Central.
Now five years later, as the Chief Executive, I was overseeing this Fugitive
Offenders Ordinance amendment. Both exercises have caused a lot of
grievances, unhappiness and tensions in society. I believe they reflect not
only one incident but some fundamental and deep-seated problems in Hong Kong.
Five years ago, we finished Occupy Central, we moved on without addressing
those fundamental problems. But this time, I don't think we could continue to
ignore those fundamental and deep-seated problems in Hong Kong society. I
hope together with Hong Kong community we could really go deep into those
fundamental issues and try to find solutions. In recent days, several
university presidents, religious leaders and social and community leaders
have spoken to me on the idea of creating an open, constructive, interactive
platform for dialogue with people from different backgrounds, especially with
young people, to jointly understand and identify those deep-seated issues
with a view that they could identify also some solutions for us to move



forward. I certainly welcome this idea, which I hope will not only provide
some relief to the current tense situation in Hong Kong but also help to mend
the rift in society. I support this piece of work and hope that it could be
started as soon as possible. Since the proponents told me that they preferred
this dialogue to be created through community efforts, the Government will
not go in to direct how this dialogue should be established, but whenever I
and my officials are needed to take part in the dialogue, we are very happy
to do so. While the dialogue is being established, meanwhile the Hong Kong
SAR Government and myself will continue to address the social, economic and
livelihood problems in Hong Kong with a view to resolving some of the current
difficulties.

Reporter: Mrs Lam, you said you have to address issues leftover from the
Occupy Movement in 2014, you said you have to address the leftover issues,
are you saying that the Government will restart political reform and grant
Hong Kong a genuine universal suffrage in the near future? Also, you said you
are going to listen to a wide variety of views. Andrew Li, the former Chief
Justice, said today that there should be a Commission of Inquiry (CoI) into
the clashes in the recent protests, have his views not fallen on deaf ears?
What are you saying — that there shouldn't be such an investigation?

Chief Executive: On the second question first. Over the past few weeks, there
have been very different views from various quarters about the setting up of
an independent Commission of Inquiry. There have also been very concrete
steps taken by the statutory Independent Police Complaints Council on how
they could help us and help society at large to address this concern — that
is through a very detailed fact-finding study. While I respect the views
expressed by different quarters, as I have mentioned in my introductory
remarks, at the end of the day, it is not a personal preference for going
which way. It is the Government, taking into account various factors and
concerns, coming to a view on what is in the best interest of Hong Kong.
While I respect the views of the Honourable Andrew Li, and also thank him for
his support for me to continue to serve Hong Kong, I'm afraid on this
particular issue of an independent CoI, the view has been taken for the IPCC
to perform this role in accordance with their statutory functions under the
ordinance in order to provide a report on what has happened during that
period for the public to understand.

I mentioned Occupy Central and the relationship to the current exercise,
not targeting a particular issue as you have put it. But it would be a bit
simplistic, or even naive, for the Government to feel that this is an
isolated incident — that once we addressed the crisis or once the protest
subsided, there will no longer be any problem in Hong Kong. I'm telling you
most sincerely that I do not take that view. I come to the conclusion that
there are some fundamental deep-seated problems in Hong Kong society. They
could be economic problems, they could be livelihood issues, they could be
political divisions in society. The first thing we should do is to identify
those fundamental issues and hopefully to find some solutions to move
forward.

(Please also refer to the Chinese portion of the transcript.)



