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Insurance (Valuation and Capital) (Amendment) Rules
2026

(Made by the Insurance Authority under section 129(1) of the
Insurance Ordinance (Cap. 41))

Part 1

Preliminary

1. Commencement

These Rules come into operation on 31 December 2026.

2. Insurance (Valuation and Capital) Rules amended

The Insurance (Valuation and Capital) Rules (Cap. 41 sub. leg.
R) are amended as set out in Parts 2, 3 and 4.
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3.

Part 2

Amendments in relation to Infrastructure Investment

Rule 44A added
Part 5, Division 2, before rule 45—

“44A.

Add

Interpretation

(1) In this Division—

eligible infirastructure investment (& EASIERETHEIE)
means an investment that—

(a)

(b)

©

is—

(1)

(i)

(iif)

an investment in an infrastructure project
that satisfies the condition regarding its
location in subrule (2);

an investment 1in an infrastructure
corporate that satisfies the condition
regarding its location in subrule (2); or

an investment in relation to infrastructure
assets, as specified by the Authority in a
notice published in the Gazette, that
satisfies the condition regarding its location
in subrule (2);

in the case of an investment under paragraph
(a)(i) or (ii), relates to an industry specified by
the Authority in a notice published in the
Gazette;

an applicable insurer commits to hold the
investment for long term purposes, to the
Authority’s satisfaction;
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(d)

(e)

in the case of an investment under paragraph
(a)(i), satisfies the following project quality

criteria—

(i) revenues generated by the infrastructure
project are reasonably predictable;

(i) financial risks faced by the infrastructure
project are significantly mitigated;

(iii)) investors to the infrastructure project are
protected with secured funding or revenue
sources;

(iv) the infrastructure project is able to meet its
financial obligations under stressed
conditions;

(v) risks linked to the management of the
infrastructure project are significantly
mitigated; and

(vi) material operational risks faced by the

infrastructure  project are properly
managed;

in the case of an investment under paragraph
(a)(i1), satisfies the following corporate quality

criteria—

(1) revenues generated by the infrastructure
corporate are reasonably predictable;

(i) good credit quality of the infrastructure
corporate; and

(iii)) investors to the infrastructure corporate

are protected with secured funding or
revenue sources; and
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4.

(f) satisfies any other applicable criteria specified by
the Authority from time to time in a notice
published in the Gazette;

infrastructure assets (FEBERE) means physical structures,
facilities, systems and networks that provide or
support essential public services that bring economic
and social benefits to society;

infrastructure corporate (FEBEFRLTEEE) means an entity
or corporate group that derives the substantial
majority of its revenue from owning, financing,
developing or operating infrastructure assets;

infrastructure project (FEBERIMEIEH) means an entity
established for the specific purpose of owning,
financing, developing or operating one or more
specific infrastructure assets.

(2) For purposes of subrule (1)(a)(i), (ii)) and (iii), an
investment must satisfy one of the following
conditions regarding its location—

(a) the substantial majority of the underlying
infrastructure assets of the infrastructure project
or infrastructure corporate, or relating to the
investment referred to in subrule (1)(a)(iii), must
be physically located in Hong Kong or the
Chinese Mainland; or

(b) if paragraph (a) is not satisfied, the location of
issuance or listing of the investment must be in
Hong Kong.”.

Rule 48 amended (risk capital amount for credit spread risk)
(1) Rule 48(2), English text—
Repeal



Insurance (Valuation and Capital) (Amendment) Rules 2026

Part 2 L.N. 58 of 2026
Rule 4 B693
“additive”
Substitute
“additively”.
(2) Rule 48(3)(c), before “in the case”—
Add

“subject to paragraph (cb),”.
(3) Rule 48(3)(c)—
Repeal
“a factor of 0.9 is multiplied to the stress factor in Table
47
Substitute
“the stress factor in Table 4 corresponding to its credit

rating band and remaining term to maturity may be
multiplied by a factor of 0.9”.

(4) After rule 48(3)(c)—
Add

“(ca) subject to paragraph (cb), in the case of an eligible
infrastructure investment with a credit rating band of
1, 2, 3 or 4 or that is unrated, the stress factor in
Table 4 corresponding to its credit rating band and
remaining term to maturity may be multiplied by the
applicable reduction factor in Table 4A;
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Table 4A

Reduction Factor for Eligible Infrastructure Investment
under Credit Spread Risk

Column 1 Column 2

Category Factor
Category A 0.7 = 0.1 X Parameter gt spread risk
Category B 0.8
where—

Category A means an eligible infrastructure
investment that satisfies the condition in rule
44A(2)(a) regarding its physical location;
Category B means an eligible infrastructure
investment that satisfies the condition in rule
44A(2)(b) regarding its location of issuance or
listing; and

Parameter ,.gi; spread risk 15 Specified by the Authority
in a notice published in the Gazette;

(cb) if an instrument can satisfy both paragraphs (c) and
(ca), only one of those paragraphs may be applied to
that instrument, but not both;”.

5. Rule 49 amended (risk capital amount for equity risk)
(1) After rule 49(1)—
Add

“(1A) For purposes of subrule (1), an applicable insurer
must determine the aggregate reduction in its total
asset value under equity downward stress by—
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(a) determining separately, in accordance with
subrule (2), the reduction in its total asset value
resulting from applying the adjusted equity
downward stress factor to—

(i) eligible infrastructure investments; and

(i) assets other than eligible infrastructure
investments; and

(b) aggregating the reduction amounts determined

under paragraph (a)(i) and (ii)}—

(i) where reduction amounts determined
under paragraph (a)(i) and (ii) are both
positive, the applicable insurer may choose
to aggregate using the following formula—

Aggregate reduction amount in assets

equity risk =
correlation y reduction amount  reduction amount
matrixg) ¢ in assetsg in assetsy;
sl, tl
where—

correlation matrix refers to the
correlation matrix set out in Table 3C
of Schedule 7; and

sl and tl represent the corresponding
subgroup of assets mentioned in
paragraph (a)(i) and (ii); or

(i) otherwise, as the sum of both reduction

amounts determined under paragraph (a)(i)
and (ii).



Part 2
Rule 5

Insurance (Valuation and Capital) (Amendment) Rules 2026

L.N. 58 of 2026
B699

(1B) For purposes of subrule (1), an applicable insurer
must determine the change in its total liability value
(which may be positive or negative) under equity
downward stress, by—

(a) for the part of liabilities that is sensitive to the
value of its assets, subject to subrule (1C),
determining the change in those liabilities
consequential to the aggregate reduction in the
applicable insurer’s total asset value determined
under subrule (1A)(b); and

(b) for the part of liabilities that is not sensitive to
the value of its assets, applying the adjusted
equity downward stress factor determined under
subrule (2) to liabilities of the applicable insurer
that are sensitive to changes in market prices or
volatility of equity.

(1C) For the purpose of subrule (1B)(a), where the
applicable insurer determines the change in its total
liability value at portfolio level, any diversification
effect arising from the aggregation under subrule
(1A)(b)(i) is allocated to each portfolio on a
proportionate basis.”.

(2) Rule 49(2)(a)(i), after “column 1 of Table 5"—
Add
“, as modified by subrule (2A) (if applicable)”.
(3) After rule 49(2)—
Add

“(2A) In the case of an eligible infrastructure investment
that is an asset mentioned under subrule (2)(a) but
not a portfolio investment of no look-through—
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(a)

(b)

the equity downward stress factor in Table 5
determined under subrule (2)(a)(i) for that
investment may be multiplied by the applicable
reduction factor in Table 5A, subject to
paragraph (b); and

in the case of an unlisted equity, if applying the
reduction factor in column 3 of Table 5SA would
result in an equity downward stress factor under
paragraph (a) that is lower than the equity
downward stress factor that would result under
paragraph (a) if the equity were listed and the
reduction factor in column 2 of Table 5A were
applied, then the reduction factor in column 2
of Table 5A is to be applied under paragraph (a)
instead.

Table 5A

Reduction Factor for Eligible Infrastructure Investment

under Equity Risk

Column 1 Column 2 Column 3

Category Listed equity Unlisted equity

Category A 0.8 —0.1 x 0.7-0.1 x

Parameter,gyiy rige  Parametereqyigy risk
Category B 0.85 0.85
where—

Category A means an eligible infrastructure
investment that satisfies the condition in rule
44A(2)(a) regarding its physical location;
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Category B means an eligible infrastructure
investment that satisfies the condition in rule
44A(2)(b) regarding its location of issuance or
listing; and

Parameter,,;y risx 15 specified by the Authority
in a notice published in the Gazette.”.

6. Schedule 7 amended (correlation matrix)
Schedule 7, section 2, after Table 3B—

Add

“Table 3C

Correlation Matrix for Equity Risk

Subgroup t1
Subgroup sl Eligible Assets other than
infrastructure eligible infrastructure
investments investments
Column 1 Column 2 Column 3
Eligible 100% 75%
infrastructure
investments
Assets other 75% 100%
than eligible
infrastructure
investments ”»
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amount)
Rule 37(1)—
Repeal

“and (4)”
Substitute

“. (4) and (6)”.
After rule 37(5)—

(1)

2)

Add
56(6)

Part 3 L.N. 58 of 2026
Rule 7 B705
Part 3
Amendments in relation to General Business
7. Rule 37 amended (determination of the prescribed -capital

If an HK insurer or a designated insurer that is a
member of a non-HK insurance group maintains a
separate account and a separate fund for each of the
following parts of its business—

(a) the part that is general reinsurance business
with offshore risk (general offshore reinsurance

fund); and
(b) the part that is not general reinsurance business
with offshore risk,

and such funds meet the requirements set out in
subrule (11), then, for the purposes of subrule (1),
the insurer may apply to the Authority for approval
under subrule (8) to exclude from the calculation of
its prescribed capital amount, its risk exposures in
respect of assets and liabilities attributable to the
separate general offshore reinsurance fund.
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(7) An application under subrule (6) must—

(a) be made in writing;

(b) contain or be accompanied by—

(1)

(ii)

(iif)

(iv)

(v)

evidence of the financial strength and
creditworthiness of the non-HK insurance
group;

evidence that a holding company of the
applicable insurer within the non-HK
insurance group is subject to a prudential
capital regime applied by a financial
regulator outside Hong Kong, under which
the group is required to maintain capital
calibrated to cover losses arising from a
1-in-200 year adverse loss scenario;

evidence of a documented commitment, in
form and substance satisfactory to the
Authority, from a holding company of the
applicable insurer (whether direct or
indirect) within the non-HK insurance
group to provide capital or other financial
support to the applicable insurer in a
timely manner whenever need arises;

a commitment that the separate general
offshore reinsurance fund will not include
any reinsurance business under which any
of the underlying ceded risks constitute
general business with onshore risk; and

any other information as may be
reasonably required by the Authority to
consider the application, having regard to
guidelines published by the Authority
under section 133 of the Ordinance; and
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(8)

©)

(10)

(c) be served on the Authority.

On an application made under subrule (6), the
Authority may, by written notice to the applicable
insurer, approve or reject the application, and if it
approves the application it may do so subject to any
conditions it may impose including in relation, but
not limited to—

(a) the period for which the approval is to remain
in effect; and

(b) the minimum solvency levels for the applicable
insurer and, if relevant, the non-HK insurance
group.

If the Authority grants an approval to an applicable

insurer under subrule (8), the Authority may, at any

time while the approval remains in effect, by written
notice served on the insurer—

(a) 1impose any conditions; or

(b) revoke the approval granted if, in the opinion of
the Authority, continuation of the exclusion
referred to in subrule (6) would not
appropriately safeguard the interests of policy
holders or potential policy holders of the
insurer.

Where—
(a) an application is approved under subrule (8);

(b) the approval granted under subrule (8)
terminates due to lapse of the period referred to
in subrule (8)(a); or

(c) the approval granted under subrule (8)
terminates due to revocation by the Authority
under subrule (9)(b),
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(11)

the Authority must publish a notice in the Gazette
stating the name of the applicable insurer and the
fact that the insurer’s application has been approved
or the approval has been terminated, as the case may
be.

The funds maintained by the applicable insurer
pursuant to subrule (6) must meet all of the
following—

(a) sections 25AAB(1), (2), (3) and (4) and
25AAE(1), (2), (3), (4) and (5) of the Ordinance
apply in relation to each of the funds
maintained by the applicable insurer pursuant
to subrule (6) as if—

(i) a reference in those sections to a fund
maintained under section 25AA were a
reference to a fund maintained under
subrule (6); and

(1) a reference in those sections to a fund
maintained under section 25AA(4)(a) were
a reference to a fund maintained under
subrule (6)(a);

(b) for the fund maintained under subrule (6)(b),
the aggregate value of the assets representing

the fund must not be less than the aggregate
of—

(i) the amount of the liabilities attributable to
the part of its business for which the fund
1s maintained; and

(i) the amount that is required to be held in
the fund in accordance with rule 87(7);
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(c) the fund requirements imposed by the Authority
in any guideline published under section 133 of
the Ordinance; and

(d) any other fund requirements imposed by the
Authority in a written notice served on the
applicable insurer.

(12) In this rule—
general business with onshore risk (FL7E 5 BB 1 — M 3EH5)

has the meaning given by section 25A(12) of the
Ordinance;

insurance group (TRF3f£EM) has the meaning given by
section 95A of the Ordinance;

non-HK insurance group (FFHEWIRFEAE) means an
insurance group—

(a) that includes an HK insurer or designated
insurer that carries on general business; and

(b) in relation to which a holding company of the
insurer referred to in paragraph (a) is subject to
prudential capital supervision covering the
group’s business by a financial regulator outside
Hong Kong, and which does not belong to
another insurance group.”.

8. Rule 64 amended (risk capital amount for reserve risk)
Rule 64(1), Table 9, column 3—
Repeal
“55%” (wherever appearing)
Substitute
“30%".
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9. Rule 68 amended (risk capital amount for natural catastrophe

risk-factor based)

(1) Rule 68(2)(a)(i)—
Repeal
“; and”
Substitute a semicolon.

(2) Rule 68(2)(a)(il)—
Repeal the semicolon
Substitute
“ and”.

(3) After rule 68(2)(a)(il)—
Add

“(iii) net loss for peak zone, being the highest single net
loss for any pair of one peril and one region (peril
region) determined under subparagraphs (i) and (ii)
across the peril regions set out in Table 11;”.
(4) Rule 68(2)—
Repeal paragraph (b)
Substitute

“(b) calculate the net annual aggregate loss by applying
the following formula—

Net annual aggregate loss = J net loss%‘,indstorm + net lossga,.thqum(c

where net 10SSyingstorm and net 10SSeyrinquake are the
amounts determined in accordance with paragraph
(a)(1) and (i1) respectively;
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(ba)

adjust the net annual aggregate loss by applying the
following formula—

Adjusted net loss =
Max (net 10SSeak zones 65% X net annual aggregate loss)

where net 1088,k ,one and net annual aggregate loss
are the amounts determined in accordance with
paragraphs (a)(iii) and (b) respectively; and”.

(5) Rule 68(2)—
Repeal paragraph (c)
Substitute

“(0)

add to the adjusted net loss determined in accordance
with paragraph (ba), the risk capital amounts for
counterparty default risk for the reinsurance
recoverables made through the net-down procedures
under subrules (7)(b) and (c) and (8)(b), in
accordance with subrule (9).”.

(6) Rule 68—
Repeal subrule (4)
Substitute

“(4)

Subject to subrules (4A), (4B) and (5), an applicable
insurer’s exposure base for natural catastrophe is, for
each peril region and contract type as specified in
Table 11, the gross aggregated limit of coverage
under each contract of insurance under which the
insurer provides coverage for losses incurred for
property related damage in the peril region at any
time within the 12 months immediately after the
valuation date, where the limit of coverage is
determined as follows—
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(4A)

(4B)

(a) in the case of direct and facultative business, the
limit of coverage is the gross or assumed sum
insured (after applying any peril-specific
sub-limit);

(b) in the case of proportional treaty business, the
limit of coverage is the applicable insurer’s share
of the event limit; and

(c) in the case of non-proportional treaty business,
the limit of coverage is the applicable insurer’s
share of the treaty limit.

Despite subrule (4), if the limit of coverage is not
specified in a contract of insurance for a particular
peril region as set out in Table 11, the applicable
insurer must determine the exposure base for natural
catastrophe for that peril region as the insurer’s
estimated gross 1-in-200 year annual aggregate loss
for the peril region over the 12 months immediately
after the valuation date.

Despite subrule (4), for any contract of insurance, if
the applicable insurer determines that the limit of
coverage determined under subrule (4) is not
appropriate as the exposure base for a particular
peril region, the insurer may determine the exposure
base for natural catastrophe for that peril region as
the insurer’s estimated gross 1-in-200 year annual
aggregate loss for the peril region over the 12 months
immediately after the valuation date, provided that—

(a) the applicable insurer can justify why the limit
of coverage is inappropriate as the exposure
base for the peril region in question for the
relevant contract of insurance;
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(b) the applicable insurer has not underestimated its
natural catastrophe risk at the total insurer
level;

(c) the applicable insurer provides the Authority,
upon request, with the justification and evidence
referred to in paragraphs (a) and (b); and

(d) the Authority does not object to the application
of this subrule under subrule (4C).

(4C) If the justification is found by the Authority to be
inadequate, the Authority may, by serving a notice in
writing on the applicable insurer, object to the
insurer’s application of subrule (4B) and require it to
determine the relevant exposure base in accordance
with subrule (4).”.

(7) Rule 68(6), after “For the purposes of subrules (4)”—
Add
“, (4A), (4B)”.
(8) Rule 68(7)(a)—
Repeal subparagraph (i)
Substitute

“(1) multiplying the exposure base for each region by the
risk factors for windstorm in the contract-type
column in Table 11 corresponding to the applicable
insurance contract classification under subrules (4),
(4A) and (4B); and”.

(9) Rule 68(7)(a)—

Repeal Table 11

Substitute
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(10)

(11)

(12)

(13)

(14)

(15)

Rule 68(8)(a)—
Repeal subparagraph (i)
Substitute

“(1) multiplying the exposure base for each region by the
risk factors for earthquake in the contract-type
column in Table 11 corresponding to the applicable
insurance contract classification under subrules (4),
(4A) and (4B); and”.

Rule 68(8)(a)(ii)—
Repeal

“or jurisdiction”.
Rule 68(9)(a)(ii)—
Repeal

“and”

Substitute a semicolon.
Rule 68(9)(b)—
Repeal

“(a)”

Substitute

“(a)®)”.

Rule 68(9)(b)—
Repeal the full stop
Substitute

“;and”.

After rule 68(9)(b)—
Add
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10.

“(c) for the purposes of paragraph (a)(ii), may adjust
each risk exposure by applying a scale-down factor
which is based on the following formula—

adjusted net loss

Scale-down factor =
net annual aggregate loss

where net annual aggregate loss and adjusted net loss
are the amounts determined in accordance with
subrule (2)(b) and (ba) respectively.”.

Rule 69 amended (risk capital amount for man-made
non-systemic catastrophe risk)

(1) Rule 69(2)(a)(iv), Chinese text—
Repeal
CREAE
Substitute
“ERERHN.
(2) Rule 69(4)(a)(i), Chinese text—
Repeal the semicolon
Substitute
“5 R
(3) Rule 69(4)(b)(i1)—
Repeal
“and”.
(4) Rule 69(4)(c)—
Repeal the full stop
Substitute

“:and”.
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(5) After rule 69(4)(c)—
Add

“(d) multiplying the amount derived from paragraph (c)
by an adjustment factor, which is calculated by using
the following formula—

annual gross premiums
attributable to the general
insurance line of business

of property damage as

Adjustment _ Min [ Max specified under Schgdule 9 20% |, 100%
factor annual gross premium
threshold applicable to

explosion and conflagration
for property and engineering
prescribed in Table 12A
pursuant to subrule (13) 1.7,
(6) Rule 69(6)(a)(i), Chinese text—
Repeal the semicolon
Substitute
“5 R
(7) Rule 69(6)(b)(ii)—
Repeal
“and”.
(8) Rule 69(6)(c)—
Repeal the full stop
Substitute
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“:;and”.
(9) After rule 69(6)(c)—
Add

“(d) multiplying the amount derived from paragraph (c)
by an adjustment factor, which is calculated by using
the following formula—

/ annual gross premiums

attributable to the general

insurance line of business
of ships as specified

Adjustment _ . fy0o under Schedule 9 20% | 100%
factor annual gross premium ’ ’

threshold applicable to
loss of marine vessel

prescribed in Table 12A
pursuant to subrule (13)
(10) Rule 69(8)(a)(i), Chinese text—

Repeal the semicolon

Substitute
(11)  Rule 69(8)(b)(ii)—

Repeal

“and”.
(12) Rule 69(8)(c)—

Repeal the full stop

Substitute

“;and”.
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(13) After rule 69(8)(c)—

Adjustment
factor

(14)

(15)

Add

“(d) multiplying the amount derived from paragraph (c)
by an adjustment factor, which is calculated by using
the following formula—

= Min|Max

( annual gross premiums

attributable to the general

insurance line of business of
aviation as specified

under Schedule 9
annual gross premium

threshold applicable to
loss of aircraft

prescribed in Table 12A
pursuant to subrule (13)

Rule 69(9), Chinese text—

Repeal
CREEAE
Substitute

“E:j(E‘E%%ﬁ'%j\n'
Rule 69(9), Chinese text—
Repeal paragraph (a)

Substitute

, 20%

)

/

, 100%

“(a) WU AR B (RD— 45 £ e85 N g [R] — 2% w] [ HE
W — AL E R > 1% R B A HE 2 1R AR
H) o IR (10)5K 8 1 7% o B B 07 1Y JE B AN

K.
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(16) Rule 69(10)(a), Chinese text—
Repeal subparagraph (i)
Substitute
“G) AE5 (1) BB F > B H % 12 08
WA > % R B B A (B — 4% R A B (]
— A H RN (BT E ) - TRz
MR B N By H G2 EOR R ) > AR B 5 40 F O A&
K BR K.
(17)  Rule 69(10)(b)(i1)—
Repeal
“and”.
(18) Rule 69(10)(c)—
Repeal the full stop
Substitute
“:and”.
(19) After rule 69(10)(c)—
Add

“(d) multiplying the amount derived from paragraph (c)
by an adjustment factor, which is calculated by using
the following formula—

/ annual gross premiums \
attributable to

Class 15 as defined

under Schedule 1

Adjustment _ 0. |\e to the Ordinance _ »q0, | 100%
factor annual gross premium ’ 2

threshold applicable to
default of large principal
prescribed in Table 12A /
pursuant to subrule (13)
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(20) Rule 69(13)—
Add in alphabetical order

“annual gross premium threshold (*F-F£ERE M) refers
to the values prescribed in column 2 of Table 12A;

Table 12A

Values for Annual Gross Premium Threshold

Column 1 Column 2
Applicable to the below  Annual gross premium
scenario threshold
Explosion and $500,000,000

conflagration for property
and engineering

Loss of marine vessel $250,000,000
Loss of aircraft $150,000,000
Default of large principal $50,000,000”.

11. Rule 74 amended (risk capital amount for reserve risk for onshore
standard mortgage insurance)

Rule 74(1)(b), Table 14, column 2—
Repeal
“55%” (wherever appearing)
Substitute
“30%".
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12. Rule 78 amended (risk capital amount for reserve risk for
offshore mortgage insurance)

Rule 78(1), Table 16, column 2—
Repeal
“55%” (wherever appearing)
Substitute
“30%".

13. Rule 87 amended (determination of allocated minimum capital
amounts)

(1) Rule 87(1), after “for the purposes of "—
Add
“rule 37(11)(b)(ii) and”.
(2) Rule 87(7), after “be held under”—
Add
“rule 37(11)(b)(ii) and™.
(3) Rule 87(9), definition of allocated minimum capital
amount—
Repeal paragraph (b)
Substitute
“(b) in relation to its general insurance business—

(1) in accordance with section 25AAB(3)(b) of the
Ordinance for each fund under section 25AA
(other than under section 25AA(4)(a)) of the
Ordinance, in addition to the amount of
liabilities mentioned in section 25AAB(3)(a) of
the Ordinance; or
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(i) in accordance with rule 37(11)(b)(ii) for the
fund maintained under rule 37(6)(b), in addition
to the amount of liabilities mentioned in rule
37(11)(b)(1).”.
14. Schedule 7 amended (correlation matrix)
(1) Schedule 7, section 2—
Repeal Table 2
Substitute
“Table 2
Correlation Matrix for Prescribed Capital Amount
Risk y
Risk x Life General | Counterparty
Market | insurance | insurance default
Column 1 Column 2 | Column 3 | Column 4 | Column 5
Market 100% 25% 12.5% 25%
Life insurance 25% 100% 0% 25%
General 12.5% 0% 100% 25%
insurance
Counterparty 25% 25% 25% 100%
default »

(2) Schedule 7, section 2, Table 6—
Repeal

“25%” (wherever appearing)
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Substitute
“12.5%”.
(3) Schedule 7, section 2, Table 7—
Repeal
“50%” (wherever appearing)
Substitute
“25%.
(4) Schedule 7, section 2—
Repeal Table 10
Substitute
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(5 Schedule 7, section 2—
Repeal Table 11
Substitute
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Part 4

Amendments in relation to Other Matters

15. Rule 2 amended (interpretation)
Rule 2(1)—
Add in alphabetical order

“cash item (1434 H), in relation to an applicable insurer,
means legal tender notes or other notes, and coins,
representing the lawful currency of a jurisdiction;

crypto assets (JI1% &) means digital assets that—

(a) depend primarily on cryptography and
distributed ledger technology or similar
technology;

(b) are not digital currency issued by a central
bank, or by an entity that performs the
functions of a central bank, or by an entity
authorized by a central bank on its behalf;

(c) are mnot digital currency issued by the
government of a jurisdiction, or by an entity
authorized by the government of a jurisdiction
and acting pursuant to an authority to issue
currency in that jurisdiction; and

(d) do not include specified stablecoins and
tokenized traditional assets;

intangible assets (MEJLEE) means intangible assets
recognized under applicable accounting standards
except crypto assets and specified stablecoins;

right-of-use asset (i1 I#E & £ ), in relation to an applicable
insurer, means a leased asset that the insurer as lessee
has the right to use for the lease term;
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16.

17.

specified stablecoin (F8MATEEM) means a specified

stablecoin within the meaning of section 4 of the
Stablecoins Ordinance (Cap. 656) that is issued by a
licensee as defined under that Ordinance;

tokenized traditional assets (fC¥LAIHSEE) means

digital representations of one or more traditional
assets using cryptography, distributed ledger
technology or similar technology to record
ownership, where all rights, obligations and interests
arising from the arrangement are clearly defined and
legally enforceable in all relevant jurisdictions;

unit-linked business (FENIHHEHZERS) means Class C

business, where the benefits are wholly or partly to
be determined by reference to the value of notional
units allocated to the business and linked to the
performance of underlying assets backing the

business;”.

Rule 8 amended (Unlimited Tier 1 capital)
(1) Rule 8(3)(n)—
Repeal the semicolon
Substitute
“:and”.
(2) Rule 8(3)—
Repeal paragraph (o).
(3) Rule 8(8)—
Repeal the definition of crypto assets.

Rule 15 amended (determination of long term insurance

liabilities)
(1) Rule 15(4)—
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18.

Repeal

“long term business of the nature specified as Class C
under Part 2 of Schedule 1 to the Ordinance”

Substitute
“unit-linked business”.
(2) Rule 15(4)—
Repeal
“the units relating to”
Substitute
“the linked units attributable to”.

Rule 37 amended (determination of the prescribed -capital
amount)

(1) Rule 37(1)(a)(iv)—
Repeal
“and other”.

(2) After rule 37(1)(a)—
Add

“(ab) determining a risk capital amount for other risk, in
accordance with rule 85A;”.

(3) Rule 37(1)(c)—
Repeal
“paragraph (b)”
Substitute
“paragraphs (ab) and (b)”.
(4) Rule 37(1)(c)—
Repeal
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everything after “formula—" and before “where—"
Substitute

13

Prescribed capital amount =

correlation _  risk capital _ risk capital
matrix, , amount, amount,
X,y

risk capital amountowmer risk + risk capital amountoperational Risk .

(5 Rule 37(4), Chinese text—
Repeal
“JEL B E AR
Substitute
“HIMTEAA”.

19. Rule 41 amended (recognition of insurance risk mitigating effect)
Rule 41(1)—
Repeal
“rule 37(1)”
Substitute
“rule 37(1)(a)”.

20. Rule 42 amended (recognition of financial risk mitigation effect)
Rule 42(1)—
Repeal
“rule 37(1)”
Substitute
“rule 37(1)(a)”.
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21.

22,

Rule 43 amended (adjustment to prescribed capital amount to
reflect the loss absorbing capacity of future discretionary
benefits)

(1)

2)

)

Rule 43(1) and (2)—
Repeal

“rule 37(1)”
Substitute

“rule 37(1)(a)”.

Rule 43(3)(a)—
Repeal the semicolon
Substitute

“; and”.

Rule 43(4), Chinese text—
Repeal

PR BB AN BRAT B 2 AR R AR Y G A A Y B (AR 9E 2
JEREE ) 57

Substitute

CRRIUERAME FRAT B 2 AR R AR A A 45 19 BL(E (AR R
AR ) 5 M.

Rule 49 amended (risk capital amount for equity risk)

(1)

Rule 49(2)(a)(ii)—
Repeal

“developed market listed equities, emerging market listed
equities, portfolio investments of no look-through and
other equities, as the case may be”

Substitute
“those types of equities”.
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(2) Rule 49(3)—
Repeal
“capped at 10% and floored at -10%”
Substitute

“capped and floored at values specified by the Authority
from time to time in a notice published in the Gazette”.

23. Rule 68 amended (risk capital amount for natural catastrophe
risk-factor based)

Rule 68(9)(a)—
Repeal

“and other”.

24. Rule 69 amended (risk capital amount for man-made
non-systemic catastrophe risk)

Rule 69(4)(c), (6)(c), (8)(c), (10)(c) and (12)(a)—
Repeal

“and other”.

25. Rule 70 amended (risk capital amount for man-made systemic
catastrophe risk)

Rule 70(1)(c) and (3)(a)—
Repeal

“and other”.

26. Rule 75 amended (risk capital amount for catastrophe and
premium risk for onshore standard mortgage insurance)

(1) Rule 75(1)(a), Chinese text—

Repeal the semicolon
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Substitute
13 ’ &”.
(2) Rule 75(1)(b) and (4)(a)—
Repeal
“and other”.
27. Part 5, Division 5 heading amended (counterparty default and
other risk)
Part 5, Division 5, heading, after “Counterparty Default”—
Add
“Risk”.
28. Rule 81 amended (risk capital amount of counterparty default

and other risk)

(1) Rule 81, heading—
Repeal
“and other”.

(2) Rule 81(1)—
Repeal
“and other”.

(3) Rule 81(1)(a)—
Repeal
“subrules (3) to (5)”
Substitute
“subrules (3), (4), (5) and (5A)”.

(4) Rule 81(2)(H)—
Repeal

Géand”‘



Insurance (Valuation and Capital) (Amendment) Rules 2026

Part 4 L.N. 58 of 2026
Rule 28 B771

(5) After rule 81(2)(f)—
Add
“(fa) specified stablecoins; and”.
(6) Rule 81(2)(g), after “the balance sheet”™—
Add
“which are subject to risk of default of a counterparty,”.
(7)  Rule 81(2)(g)(1)—
Repeal
“(e) and (f)”
Substitute
“(e), (f) and (fa)”.
(8) Rule 81(2)(g)(ii), Chinese text—
Repeal
“FEE”
Substitute
(9) Rule 81(2)(g)(iv)—
Repeal
“and”
Substitute
“or”.
(10) Rule 81(3)(a)—
Repeal
“(4) or (5)”
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29.

Substitute
“(4), (5) or (5A)”.
(11) Rule 81(3)(b), Table 19, heading—
Repeal
“and Other”.
(12) After rule 81(5)—
Add

“(5A) In the case of specified stablecoins mentioned in
subrule (2)(fa), for the purposes of subrule (3)(a), the
amount of the relevant risk exposure is the
redeemable value of the specified stablecoins held by
an applicable insurer.”.

(13) Rule 81(11), English text, definition of reinsurance
receivables—

Repeal
“receivables;”
Substitute
“receivables.”.
(14) Rule 81(11)—

Repeal the definitions of cash item and right-of-use asset.

Rule 83 amended (adjustment for eligible collateral)
Rule 83(3)(a)—

Repeal

“rule 37(1)”

Substitute

“rule 37(1)(a)”.
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30. Rule 85 amended (credit derivative contract other than eligible
credit derivative contract)

Rule 85(1)—
Repeal
“rule 37(1)”
Substitute
“rule 37(1)(a)”.

31. Rule 85A added
Part 5, Division 5, after rule 85—
Add

“85A. Risk capital amount for other risk

(1) An applicable insurer must determine the risk capital
amount for other risk as the sum of—

(a) an amount equal to the reduction in the
applicable insurer’s net asset value resulting
from applying a 100% downward stress to the
value of any crypto assets held by the insurer,
taking into account any corresponding change
in liabilities sensitive to the value of those
crypto assets; and

(b) the individual risk capital amount determined
under subrule (2) for each asset recognized on
the applicable insurer’s balance sheet, other
than—

(i) assets that have been addressed by risk
modules under rule 81 and Divisions 2,
3 and 4;

(ii) crypto assets;
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32.

2)

€)

(iii)) a deferred tax asset;
(iv) a right-of-use asset; or
(v) a cash item.

For purposes of subrule (1)(b), an applicable insurer
must determine the individual risk capital amount
for each relevant risk exposure by multiplying the
value of the relevant asset determined in accordance
with Part 4 by the risk factor in Table 19 under rule
81(3)(b) corresponding to the credit rating band of
the asset; and if the asset does not have a credit
rating, the risk factor corresponding to “Unrated” in
Table 19 is to be used.

If any risk capital amount referred in subrule (1)(a)
or (b) is negative, the risk capital amount for that
sub-risk must be set to zero before being aggregated
under subrule (1).”.

Rule 86 amended (risk capital amount for operational risk)
Rule 86(1)(a)(i)—

Repeal

“Class C”

Substitute

“unit-linked”.

Rule 86(3)—

Repeal

(1)

2)

)

“any Class C”
Substitute

“any unit-linked”.
Rule 86(3)—
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(4)

)

(6)

(7)

Repeal
“current estimates of insurance liabilities”
Substitute

“insurance liabilities excluding the margin over current
estimate”.

Rule 86(3)—

Repeal

“for Class C”

Substitute

“for unit-linked”.

Rule 86(4)(a)(ii) and (5)(a)(ii)—

Repeal

“current estimates of the insurance liabilities”
Substitute

“insurance liabilities excluding the margin over current
estimate”.

Rule 86(6), definition of three referenced dates—
Repeal

“current estimates of insurance liabilities”
Substitute

“the insurance liabilities excluding the margin over current
estimate”.

Rule 86(6), definition of three referenced dates, paragraphs
(1) and (i1))—

Repeal

“current estimates as at the three referenced dates”
Substitute
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34.

“the insurance liabilities excluding the margin over current

estimate as at the three referenced dates”.

Rule 87 amended (determination of allocated minimum capital
amounts)

(1)

2)

Rule 87(3)(a)—

Repeal

“rule 37(1)(a)”

Substitute

“rule 37(1)(a) and (ab)”.

Rule 87(3)(a)(ii)(B), Chinese text—
Repeal the semicolon

Substitute

“u R

Schedule 5 amended (determination of matching adjustment)

(1)

)

Schedule 5—

Renumber section 2 as section 2(1).

Schedule 5, section 2(1)—

Repeal the definition of invested assets

Substitute

“invested assets (TXE&FE), for the purpose

of

determination of matching adjustment, means the
assets held for investment purposes which are used to
support liabilities that are subject to matching
adjustment and are included within Column 1
(Eligible assets) or Column 2 (Non-eligible assets) of
Table 1 of this Schedule. Invested assets expressly
exclude any item in Column 3 (Non-invested assets)
of Table 1 of this Schedule (including, without
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limitation, cash and cash equivalents, assets held for
unit-linked business under linked long term business,
investments in affiliates, other balance with affiliates,
policy loans, and assets held for the account balance
of Class H business).”.

(3) Schedule 5, after section 2(1)—

Add
“(2)

For the purpose of calculating the matching
adjustment under this Schedule, assets subject to
look-through are classified by the underlying asset
type using the look-through approach in rules 38 and
39, where the conditions for look-through are met
and the underlying assets can be identified with
sufficient granularity to determine the matching
adjustment.”.

(4) Schedule 5, section 3(1)—
Repeal Table 1
Substitute
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“Table 1

Classification of Eligible Assets, Non-eligible Assets and
Non-invested Assets for MA Portfolio

Total assets used to support the liabilities that are
subject to matching adjustment

Invested assets

Non-eligible Non-invested assets

Eligible assets assets
Column 1 Column 2 Column 3
Sovereign bonds | Equities Cash and cash

equivalents

Corporate bonds | Convertible Assets held for
bonds unit-linked
convertible at | business under
the option of | linked long term
the issuer or | business

a third party

Asset backed Derivatives Investments in
securities affiliates
Other debt Property Other balance
securities with affiliates
Loans and Portfolio Policy loans
advances to investment

financial (not looked

institutions or through)

corporates
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Total assets used to support the liabilities that are
subject to matching adjustment
Invested assets
Non-eligible | Non-invested assets
Eligible assets assets
Column 1 Column 2 Column 3
Other loans and | Investment Assets held for the
advances income account balance
receivable of class H business
from financial
assets
Assets held Other non-invested
for the assets
account
balance of
class G
business (not
looked
through)
Other
non-eligible
assets »
35. Schedule 8 amended (geographical region definitions)

Schedule 8, Table 3—
Repeal

“Mainland China and Mongolia”
Substitute

“Chinese Mainland and Mongolia”.
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Explanatory Note

These Rules amend the Insurance (Valuation and Capital)
Rules (Cap. 41 sub. leg. R) (principal Rules).

2. The main purpose of these Rules is to amend the principal
Rules to provide for preferential capital treatment for eligible
infrastructure investments (set out in Part 2); adjust the
determination of risk capital amounts in relation to general
business (set out in Part 3); and make miscellaneous updates,
including to introduce the capital treatment of specified
stablecoins and crypto assets, allow matching adjustment for
indexed universal life business, and provide for matters relating
to the countercyclical adjustment under equity risk (set out in
Part 4).

3. Part 2 introduces the concept of eligible infrastructure
investments, including eligibility criteria and a power for the
Insurance Authority (I4) to specify relevant industries by a
notice published in the Gazette. It also provides preferential
capital treatment for those investments by allowing insurers to
apply reduced stress factors for credit spread risk and equity
risk; clarifies the position where an investment is both a
recognized green bond and an eligible infrastructure investment;
and recognizes diversification benefits between eligible
infrastructure investments in the form of equity and other
equities.

4, Part 3 enables, subject to the IA’s approval and prescribed
conditions, certain HK insurers and designated insurers within
non-HK insurance groups to exclude assets and liabilities
attributable to general reinsurance business with offshore risk
from the calculation of their prescribed capital amount. It also
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updates the determination of risk capital amounts for reserve
risk, natural catastrophe risk and man-made non-systemic
catastrophe risk, and revises the relevant correlation matrices to
reflect updated diversification benefits.

5. Part 4 updates the treatment of indexed universal life business,
specified stablecoins and crypto assets. In particular, it refines
matching adjustment eligibility to permit its application to
indexed universal life business; applies a look-through approach
and risk capital amount for counterparty default risk to
specified stablecoins; introduces a dedicated risk capital amount
for crypto assets; and enables the IA to specify, by a notice
published in the Gazette, the cap and floor for the
countercyclical adjustment under equity risk.

6. Under Part 4, these Rules also update references from Class C
business to unit-linked business for the purposes of the
valuation requirements for unit reserves and non-unit reserves;
and clarify the liability measure used in determining the risk
capital amount for operational risk.
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