Hong Kong

There was enthusiasm and curiosity about digital currencies

Hong Kong's treasurers were among the most
advanced users of digital currencies across the Asia
Pacific region. In particular, financial institutions

were selectively exploring crypto trading capabilities,
stablecoins and tokenised structured products. “We're
very active. We have a subsidiary on blockchain, so
we've done a lot of tokenisation projects. The cases

are very different, but one of the things to get from
tokenisation through stablecoin or tokenised deposits is
to settle to T-0 money market funds,” explained one.

Among corporates, there was plenty of curiosity about
tokens and digital currencies, but participants stressed
that they are constrained by corporate policies and
lack of deep understanding of these products and
their benefits.

Given the rapid developments in Al this year, treasurers
are taking a more pragmatic lens on the technology.
When asked how useful they expect Al to be in three
years' time more than 60% of treasurers at the meeting
said that it would be extremely or very useful while a
sizeable minority — 39% - thought that it would only

be somewhat useful. “What we really need to work on
is the educational part of it, to bring those people on

How do you perceive the risk level of digital
currencies in treasury?
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of treasurers believe that
digital currency adoption will
reduce transaction costs.
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board who have not adopted it yet in the first place and
find ways for people to also work together to develop
more ideas,” observed one participant.

Most treasury officials were experimenting with Al for
data analysis, research, summarisation and drafting
communication, slide generation and Excel model
review. It was viewed as being at a very early stage
but can work well as a second pair of eyes for model
audits, faster visualisation and clearer storytelling

to stakeholders.

Sales and front-office functions in Hong Kong are often
ahead of treasury when it comes to using Al, creating
an internal gap between commercial and finance use
cases. As in many other markets, the biggest in-
demand use case for Al in the future will be for cash
flow forecasting. “I've been looking for an Al tool to
help me really refine my cash flow forecast and help
me minimise prolonged hours of working on Excel. This
is very demanding, but Al can make it so efficient,” said
one participant.

“What we really need to work on is the
educational part of it, to bring those
people on board who have not adopted
it yet in the first place and find ways for
people to also work together to develop
more ideas.”

What are the key hurdles to adopting Al in your treasury?

Data quality

Integration with existing systems

71%

Lack of expertise

Regulatory concerns

Risks involved
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What could be some of the reasons for you to adopt digital currencies?

Asset mobility

27%

Drive treasury efficiency

31%

Drive treasury innovation

46%

Enhance liquidity management

31%

Increase transparency and security

35%

o

Not applicable %

Programmability using smart contracts

31%

Reduce transaction costs

73%

Support client demand for digital currencies

38%

Which of the following best fits the Al strategy within your treasury?

3% 9% 9% 30% 48%
Using embedded Al Deploying custom Using Al agents Have not adopted Using general
tools from banks, Al tools for to improve any Al tools for Al tools in my
TMS or other treasury-specific automation treasury organisation
business software activities 1o improve
providers productivity

Outlier: The impact of tokenisation

Participants were optimistic about the efficiencies that
could come with digital currencies, with 73% believing
that adoption would result in cheaper transaction costs.
The average across the region on this metric was 52%.

When asked how likely they are to use digital
currencies in the next two years, 25% of those polled
said that they were very likely to and a further 17%
were somewhat likely to. Broader take-up will depend
on internal policies and clearer regulatory frameworks;
clients want to see clear benefits and improve their
understanding of the technology before they move
forward. “We have looked at digital currencies, crypto,
and tokenisation since 2020 and have felt the cost
benefits were not there yet,” explained one participant
from a financial institution. “But the cost to tokenise a
fund has come down to such a level that there is value
in experimenting.”

Participants agreed that for in-house treasury, speed of
settlement will be key factor with tokenised deposits.
They can speed up how funds transfer within individual
firms, improving internal liquidity. “This is something

What could be some of the reasons for you to
adopt digital currencies?

Reduce transaction costs
100

80
60
40
20

0

73%

52%

APAC Hong Kong

| can see that we will try to use to speed up internal
fund flows,” said one attendee.

Convincing key stakeholders of the benefits of new
technologies was seen as a hurdle in this market as
elsewhere. This needs to be overcome as 75% said that
treasury security can best be improved by upgrading
their existing technology.
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