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Driven by Al, big data, and machine
learning, digital innovation has become a
strategic necessity for Hong Kong banks
striving to modernise systems, boost
efficiency, and defend market share. The
banking sector in Hong Kong is at a pivotal
juncture, facing a myriad of challenges and
opportunities.
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he recent passage of the
TGENIUS Act in the US serves as

a stark reminder of the dynamic
regulatory landscape that financial
institutions must navigate. The
challenge is multifaceted: seamlessly
integrating cutting-edge technologies
into decades-old legacy systems
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without interrupting daily operations, all while navigating
escalating cybersecurity risks, tightening regulatory requirements,
and mounting pressure to deliver flawless digital experiences to
increasingly tech-savvy customers.

These ambitions are unfolding within a policy environment that
is actively shaping the pace and direction of innovation. The Hong
Kong government, through initiatives such as Fintech 2025™ and
the Open API Framework™, is seeking to reinforce the city’s role
as both a global financial hub and a regional technology leader.
This intersection between regulatory intent and institutional
strategy raises both the stakes and the expectations for banks in
Hong Kong. Against this backdrop of government-driven reform,
changing customer expectations, and growing pressure from
digital challengers, Hong Kong banks are being forced to rethink
how they tackle digital innovation.

Strategy under pressure: innovate to thrive

With Hong Kong’s banking sector projected to spend USD1.5 billion
on IT in 2025 as per market estimates™, digital innovation has
morphed from a technology upgrade to a key capital allocation
decision. For banks undertaking digital transformation projects,
the question is not simply what technology to implement, but
what specific problems are being solved, and whether teams have
the skills to deliver. In a market where customers can switch with
a swipe and regulators scrutinise digital resilience, strategy must
lead, not follow, the tech roadmap.
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A path to the technology roadmap? SN{RIER E R B AR E]?
For chief information and operations officers, the brief is BAARMNEEARNTEREM, ZIBKIA
complex: modernise without destabilising and innovate RUMN A EIETEE, EBRAFMmE R
without overspending. Yet, despite sustained investments, BEEE AN, BAFERE, TERITEH

many banks report little digital progress. This is where a well- BN A R A A T, AL A RGRIRIE
structured technology roadmap becomes essential. Whether BEERSEAEE . ArmETER RSN
layering new application programming interfaces onto legacy AN ERRENNE, EREERATA LY
systems or introducing microservices on dedicated platforms, AR, BRAREIIY A BN LB E MR EL & 32755
the roadmap helps align tech choices with business objectives.  B1Z. T BB ESAIFT B2 AT, RITHEEZ [B4E

Before initiating this process, banks should set forth their M. S ReRE IS REREANER.
priorities across metrics such as relevance, ease of use, BERENPTEENKERHREFREER, STELE

security, deployment speed, scalability, and measurable return 18X, RS- HEFRELE N RHNEE,
on investment to ensure each step delivers tangible value.

iz EEE

A “Go-To-Market” roadmap HEBRFE, HRHZIRITRAKRA N EE
More by necessity than by choice, banks are increasingly RS, TIRB AL LINRIINEE, HEHAIFE
adopting modular transformation as they layer new iR . EEIEBERADE, FRRER
capabilities over existing systems to bring innovations to REEVNEEFEENAL, IRITERERA
market. By segmenting target groups and crafting tailored REEW M E TS EN T EERBER,
messaging across optimal channels, banks can better bring ErERLSEENEBMAIS] KR, EF8
new solutions to market. Once key milestones are met, a mix B R ERNERMRE. IFTT AR
of push and pull tactics can be deployed to drive adoption RE N REMEEE:

Driving customer adoption of technology: REEZEREBRRE:
The real test of success I BNEIEZEEE

Banks continue to invest heavily in selecting and PR EAR R B EIENERNES
implementing digital solutions, but the real challenge = EETMRBERESLERRES
lies in customer adoption. Success depends not just on = RESRESTERESNEE
the quality of the technology, it also depends on whether M EAFEEE RS EESES Al
the right customers embrace it at scale. That begins with EETHRERRTEEREE, HEE

a clear segmentation of the intended users—defined by E’g%%%%ﬁ;i;’ﬁﬁ%ﬁilﬁﬁzﬂﬁ%ﬁﬁ&ﬁ
factors such as business size, operational complexity, or ENE REEEREMIEEEE, B
digital maturity. From there, banks must take a structured MmN IE S R RN R T ERE.
approach to engagement, combining awareness-building, (REE 2% F RS, R E S| S8
education, and support. Adoption strategies should blend B, QITIR ISR, B TR
both push and pull levers, including incentives, tailored BEERTE, LR ESRA AT A, I

onboarding, and partnerships with Fintechs that can BT R, AR EE.
enhance credibility and extend reach.
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among these segments. In this context, best practices involved

in the development of a “Go-To-Market” roadmap include:

© N oW

Perform an in-depth operational assessment

Enlist stakeholders proactively

Review regulatory and governance requirements
Decide whether to build, buy, or partner

Upskill your staff
Implement the solution
Drive adoption
Evaluate and scale

This approach allows banks to minimise operational risk while

accelerating time-to-market, enhancing customer relevance, and
capturing innovation gains without compromising core stability.

I 3-Step customer adoption GTM strategy
ATRIB=S

1. ldentify the
target group and
divide them into
segments

FEBIRE#4A,
F LU

Understand your
customer profile

TRERINR

Segragate
customers based
on their profile,
size, behaviour
pattern, etc.
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KT RENEF
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2. Set adoption

milestone for
target group
I BIRBEAHIR A
HISHF =BT

Based on customer
profiling
BRERRRITILEE

Based on internal
timelines as per
bank’s digital
stratgy

RIRTT IS SRR RI Y
BEMRIILBR

Based on resources
available

R AEIRTILER

3. Drive adoption:
Push and pull tactics
(REEZERFAKENT
15| SRR

Desired
outcome

FAHRZE R
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Hong Kong’s digital innovation landscape

As Hong Kong strives to maintain its status as a global
financial centre and elevate technology as a key growth
pillar, enabling legislation is empowering banks to accelerate
innovation just as customer expectations are changing.

The rise and rise of digital banking

Building on its Tech Baseline Assessment under the Fintech
2025 strategy, the Hong Kong Monetary Authority (HKMA)
launched the FiNETech series™, bringing together more
than 100 banks, securities firms, insurers, and technology
companies to explore next-level collaboration in areas such
as Wealthtech, Insurtech, Greentech, Al, and Distributed
Ledger Technology. At the same time, new licensing regimes
are being introduced for over-the-counter trading in virtual
assets and custody services™ and stablecoin issuance'.

As this regulatory momentum attracts new entrants,
traditional banks are adapting quickly. Beyond aggressively
exploring these emerging areas, incumbents have invested
heavily in digitising their customer experience, leveraging
their embedded trust, cross-product relationships, and
regulatory scale to launch mobile-native platforms, integrate
chatbots, and roll out data-driven personalisation to stay
ahead of the competition.

Digital natives take centre stage

Previous digitisation efforts in Hong Kong’s banking sector
were often top-down initiatives, typically driven by internal
priorities such as regulatory compliance, cost reduction, and
operational efficiency. However, the current wave of digital
transformation is increasingly customer-driven, propelled by
changing demographics and evolving consumer behaviours.

66
For banks undertaking digital

transformation projects, the question
is not simply what technology to
implement, but what specific problems
are being solved, and whether teams

have the skills to deliver. 99
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Digitally native small and medium-sized enterprises (SMEs)
and Gen Z consumers are emerging as critical market
segments with very different banking expectations. According
to the HKMA’s Fintech 2025 strategy, these groups prioritise
convenience, seamless mobile experiences, and personalised
services over loyalty to legacy brands. An Ipsos survey found
that two-thirds of Hong Kong’s Gen Z and Millennials bank
exclusively online!”. They are also more willing to experiment
with cryptocurrencies and alternative financial products than
older generations. Meanwhile, SMEs increasingly demand
integrated digital solutions that simplify payments, financing,

and cash flow management while lowering costs™.

This demographic shift is forcing banks to pivot from purely
internal digital optimisation toward customer-centric
innovations, especially since digital engagement correlates
strongly with customer retention among younger users who
demonstrate notably lower loyalty to traditional financial
institutions according to an Edelman report™.

An evolving regulatory landscape

Hong Kong’s regulatory environment is also evolving. The
HKMA has actively promoted innovation through initiatives
such as its Fintech Supervisory Sandbox, the Open API
Framework, and sustained support for Regtech adoption.
While these efforts accelerate experimentation and
integration, they also introduce new layers of complexity,
forcing banks to align digital innovation with compliance
frameworks that are themselves in flux.
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Layering innovation into legacy systems

Hong Kong banks have made significant investments in core
systems that support compliance, risk management and global
operations, making a full “rip and replace” approach both
impractical and risky. These systems are deeply integrated
and often tied to regional and international setups, so banks
seek to upgrade, not overhaul their tech stacks.

Digitisation strategies
To layer new capabilities over legacy systems, banks have
been adopting modular approaches:

1. API gateways and orchestration layers: Since 2019,
over 500 open APIs have been deployed under the HKMA’s
phased Open API initiative”, enabling 20 banks to share
product data and onboard customers more efficiently.

2. Containerised microservices: Independent microservices
are used for high-frequency tasks such as identity
verification and real-time payments over faster payment
services, allowing banks to innovate rapidly across a range
of popular services.

3. Data virtualisation: Banks are unifying fragmented data
siloes — across trade, retail, and corporate — without a
full-scale migration, allowing front-end analytics and Al
tools to access live data.

By incrementally layering digital components, banking and
financial institutions ensure that they remain resilient
and compliant while adapting to customer demands and
regulatory requirements.

The talent equation

This layered approach requires hybrid talent, and demand is
surging for professionals who can navigate legacy systems
while working fluently with cloud-native architectures and
Al tools. According to a Hong Kong University of Science and
Technology report, 44% of traditional banks face challenges
in recruiting personnel with Al skills, underscoring a critical
gap™. Dual-skilled teams are now essential to integrate
vendor platforms, manage API pipelines, and support rapid
deployment across business lines.

To build, buy, or partner? That is the question!
Hong Kong banks face a familiar strategic crossroads as they
assess their internal capabilities, regulatory obligations,

and market objectives: whether to build proprietary systems,
buy off-the-shelf technologies, or partner with Fintech and
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Regtech firms. The decision is shaped not only by capability and =REBURHNERIRIEPLEFEENER, UKk
competitive positioning but also by the demands of operating EHEERERAEEMNMETFERERH
within one of Asia’s most tightly-regulated and data-sensitive RS B PRE

financial environments, while increasingly navigating integration

with the Guangdong-Hong Kong-Macao Greater Bay Area and . BfTHAZ ALRBERLEERBIRE (F)
Mainland China’s evolving digital finance infrastructure. MNEEBENEEEH) EEFES. E

Build: Institutions with long-standing proprietary advantages
in specific segments — such as FX trading or credit
underwriting — often choose to develop solutions in-house
to maintain competitive edge and control over performance,
an important consideration in Hong Kong, where strict

data privacy laws, HKMA requirements, and cross-border
compliance needs generally favour internal control.

Buy: Off-the-shelf cloud-based solutions, particularly for CRM,
compliance, and onboarding, have matured and are often pre-
configured to meet local regulatory standards. For many banks,

buying enables rapid deployment while ensuring alignment
with HKMA expectations and emerging regional standards.

» Partner: Collaborating with Fintech and Regtech firms
can fast-track innovation, especially in areas like digital
onboarding, fraud detection and KYC automation. However,
under Hong Kong’s regulatory scrutiny, these partnerships
require robust governance, strict oversight of data sharing,
and integration flexibility to manage third-party risk.

Instead of committing to a single approach, many banks in Hong

Kong are developing technological ecosystems composed of

interchangeable, best-in-class components. The challenge is to

deliver fast, without falling into vendor lock-in, while ensuring
systems remain adaptable and future-ready.

Build
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Thriving in the age of Al

As digital infrastructure expands, the challenges facing
Hong Kong banks are intensifying. Al, cloud adoption, open
APls, and real-time data layers — essential for agility and
innovation — also create new vectors for cyber threats.

Al: Risk or opportunity?

The emergence of Al is reshaping businesses at a
fundamental level. According to the 2025 C-Suite Survey
from the Thomson Reuters Institute, 85% of 200 executives
across eight countries believe Al will significantly impact
their organisations over the next five years. Notably, digital
transformation and Al implementation now rank higher than
revenue growth or cost reduction as top strategic priorities.
While the excitement around generative Al is widespread,
its ability to deliver real value depends on how well it is
integrated into broader organisational goals. The survey
also highlights that executives see Al as a tool to automate
routine tasks, improve efficiency, save time, reduce costs,
and enhance quality. However, concerns persist, particularly
around accuracy, reliability, algorithmic bias, and the need
for both a human touch and oversight"?.

With less than three years since the arrival of generative
Al, many practitioners have yet to form a firm view on its
long-term impact. For example, generative Al’s effect on
jobs, risk, and revenues remain uncertain, especially in
highly regulated sectors like banking. “There is a blind faith
that ChatGPT is always correct, and it isn’t. People need to
understand that they will still need a legally trained human
brain to assess documents,” says one of the respondents
of the survey™!. The consensus? Learn to use it, if only to

better appreciate both its potential and inherent limitations.

(A
More by necessity than by choice,

banks are increasingly adopting
modular transformation as they layer
new capabilities over existing systems

to bring innovations to market. ¢ ¢
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