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2018 salary survey: AML roles stand out in otherwise cautious Hong Kong market
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Anti-money laundering (AML) compliance positions will be in high demand in Hong Kong during the year ahead, recruiters said.
Financial institutions are aiming to bolster their AML credentials as the territory prepares for a mutual evaluation by the Financial Action
Task Force (FATF).

The Securities and Futures Commission's (SFC) Manager-in-Charge (MIC) regime has also increased demand for experienced
compliance professionals, particularly among smaller firms and funds, they said. In addition, the rising number of mainland Chinese
companies setting up in the territory has led to demand for candidates with strong or native Mandarin skills.

Meanwhile, on the fringes of traditional finance demand is also booming for compliance personnel: a sizeable influx of firms dealing in
cryptocurrencies has led to a need for individuals with regulatory experience.

In its annual compliance salary survey for Asia, Thomson Reuters Regulatory Intelligence has collated responses from recruitment
firms on some of the main issues facing the industry, as well as salary trends and expected demand for compliance personnel in the
years ahead.

Overall, the picture painted by the replies was one of a market gently slowing down from its hiring heyday following the 2007/8 financial
crisis, but with pockets of high demand for professionals with certain skills. Salary increases and bonus payouts were roughly in line
with recent years and can be found in the table at the end of this article.

AML personnel still in demand

Financial crime and AML roles remained in consistent demand last year and this will continue through 2018 with Western, local and
mainland Chinese banks aiming to add talent in this area, said Edward Chen, director at Harbridge Partners in Hong Kong.

"For some global firms, due to recent enforcement actions there has been a keen desire to strengthen transaction surveillance and
monitoring, equities and derivatives products compliance. [There has] also [been demand for]regulatory compliance and regulatory risk
professionals that deal with internal regulatory risk," he said.

Regulatory liaison professionals with experience of dealing with regulators on enquiries, investigations and potential enforcement
matters were also sought-after, Chen said. This area may prove important in the coming years as the SFC has shown renewed interest
in resolving cases at an early stage by offering penalty discounts for active industry cooperation.

The regulator has  also prioritised the pursuit of corporate fraud, and this too has had an impact on recruitment for roles in AML, said
Rob Green at GRMSearch.

"Activities such as AML/CTF compliance continue to be a priority and disciplinary actions such as sanctions, fines and bans are robust
to ensure active deterrents," he said.

Many banks started to build out their financial crime compliance (FCC) teams late last year, and that trend has carried on into 2018,
said Amy Ho, director at Ambition.

Hiring  has also continued to be buoyant across junior- to mid-level roles in know-your-customer (KYC) and customer due diligence
(CDD), she said.

"The market is more active in the AML/financial crime compliance space among the international banks," she said.

"Most of the core compliance, regulatory compliance and markets compliance advisory roles are replacement roles only, whereas in the
AML/FCC space [they] are able to get new headcount."

Further roles in demand

While the legal and compliance functions have traditionally been separate from one another, there is increasing demand for compliance
personnel with legal experience, some recruiters said.

"We have seen a big uptick in positions where both legal and compliance functions are merged and now require candidates to manage
both sections of the business," said Sid Sibal, associate director at Hudson Hong Kong's financial services practice.

"As an example, we see a large number of roles titled 'legal and compliance manager'. Also, employers are starting to focus more on
candidates who have LLBs or [other] legal qualifications."
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The MIC regime, which came into effect last year, has forced firms in the territory to map out their senior management structure and
appoint "managers-in-charge" for several business lines. While the SFC has said it is pleased with the effect the regime has had on the
market, it has also had an impact on the dynamics of compliance recruitment, particularly in the asset management sector.

"We had a number of funds looking at hiring within compliance to accommodate the SFC's requirements for the MIC regime," said Tony
Wilkey, senior consultant at Robert Walters in Hong Kong.

"Funds that had historically run a COO-only management structure brought on general counsel or chief compliance officers; coupled
with the MIC this was also in respect to investors and [limited partners] (LPs) becoming more concerned with compliance risk and
desiring to have an independent dedicated resource in this space."

There has also been an increase in new small asset management firms being set up in Hong Kong, and these companies are looking
for senior compliance candidates to work as a one-person compliance team and be the MIC for the company, said Janae Chan,
managing consultant at Ambition.

"Candidates with equity compliance or product compliance experience are popular among the asset management firms too," she said.

Tech roles

With Hong Kong attracting a steady number of cryptocurrency startups, several recruiters said those firms wanted to hire compliance
staff for technology and governance positions requiring knowledge of cryptocurrencies.

"We see a lot of crypto exchanges and cryptocurrency investment companies opening up shop in Hong Kong and that increases the
demand for candidates who have a strong interest in this new space," Sibal said.

A relatively new area of compliance hiring was for "technology risk professionals" with experience in analysing, identifying and solving
trading platform or technology-caused software lapses or breaches, Chen said.

"There is growing interest from global firms in exploring and utilising technology to automate manual and repetitive tasks, and a focus
on fintech or regtech compliance," he said.

"Top-tier global firms are also examining the risks and impact of blockchain technology and how providers of cryptocurrencies and
other technology-driven payment exchanges and platforms could impact their business, and the implications of how compliance and
regulation can be applied to safeguard user interests on these new platforms."

Chen said he expected to see a rise in demand for "tech-savvy professionals" with a deep understanding of how technology can
automate or solve compliance risk issues.

Ho expected to see more roles outside traditional compliance functions requiring data analytics skills, especially in monitoring, testing
and surveillance roles.

The mainland connection

Recent years have seen strong growth in the number of mainland Chinese firms setting up in Hong Kong, as a result of the growing
interconnection between the two markets. According to the SFC, the total number of licensed firms rose by 42 percent in the past five
years, to more than 2,700 firms. This rise in activity has also been reflected in the recruitment market, Chen said.

"Many of the vacancies we have been working on in the last year from mainland and local firms have been from integrated securities
houses with SFC licensed types 1,2,4,6 and 9 regulated activities," he said.

"Fluent Mandarin-speaking compliance professionals with experience such as cross-border corporate finance, DCM and syndicated
finance exposure are sought-after skill sets. Similarly, cross-border asset management and investment funds compliance professionals
with a mainland background have been able to secure multiple job offers."

Mainland firms were keen to secure native language compliance talent in Hong Kong because of the candidates' ability to "understand
mainland business culture" and to communicate effortlessly with senior management in China, Chen said.

There was also high demand for multilingual candidates with strong English communication skills but who could also liaise with various
regional regulators in their native language, such as Mandarin for the China Securities Regulatory Commission and Cantonese for the
SFC, Wilkey said.

Key skills

Recruiters said some trends from previous years had continued, and become more commonplace, such as the tendency to "juniorise"
positions that become open to try to reduce salary costs. A role previously held by a departed senior vice president may instead be put
on the market as an associate vice president, often with added responsibilities. Some also chose to not recruit for vacant headcount
and instead promoted junior staff internally as a cost-saving measure, they said.

There were certain skills and backgrounds that would help candidates in the 2018 recruitment market, however, recruiters said.

A strong educational background, such as a law degree, was always a desirable asset for a candidate hoping to secure a role in
compliance, Sibal said. At mid- to senior level, clients often preferred candidates with legal qualifications such as a Master of Laws
(LLM), Ho said.
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Norris Wong, senior consultant at Hays, said candidates with strong business acumen and the ability to find business-oriented yet
compliant solutions for institutions would be sought-after.

Strong organisational skills, risk assessment capabilities and effective communication skills were desirable in compliance candidates,
Green said. The ability to see the bigger picture and analyse information was also important as it helped minimise risk and prepare a
firm for regulatory changes, he said.

A background in forensic investigation or law enforcement would be a useful asset for candidates considering fraud investigation roles,
Chan said.

The numbers

Overall, salaries rose by annual increments of between 2 and 8 percent across the spectrum, with the exception of only a few very
senior positions, Chen said.

"In fact, aside from salaries remaining [mostly] the same, we have noticed that when a role is made vacant, there is a tendency for firms
to lower the salary budgets for replacement hires," he said.

Candidates were also wary of moving to a competing firm in the current market conditions, with some saying the "hassle" of looking for
a new job was not worth the risk and potential pay rise in the new position.

"For many compliance professionals, job security, job satisfaction and work-life balance takes precedence to salary," Chen said.

"This could be because the Asia-Pacific and global economic situation is unpredictable, and there is a general acceptance by
compliance professionals working for Western firms that salaries are roughly similar and that a lateral move for a 5-15 percent
increment is unattractive and risky."

While most candidates typically would ask for a 20-25 percent pay rise to move to a new role, banks were generally reluctant to offer
more than 15-20 percent, said Nishita Mohnani, senior consultant at Hays.

Salary expectations were "somewhat reasonable", with candidates having a fairly good understanding of market rates, Wilkey said.
"There are of course a small percentage of candidates still expecting large increases of 30 percent or higher, but we find those
professionals lack understanding of the market and firms have been less receptive to this than, say, three or four years ago," he said.

Bonuses

Bonus payouts were more or less in line with expectations and little changed from last year, the recruiters said. Another continuing
trend was that mainland Chinese banks tended to offer bigger bonus payouts but lower salaries.

In general, junior- to mid-level compliance professionals received between one and three months' salary as bonus, while the more
senior professionals were able to receive up to five months' salary as bonus, according to data from the recruiters.

"Average bonuses at the American and European banks sat at around one month across all levels, and within the larger regional banks
in Hong Kong bonuses were at around two months," Mohnani said . "Chinese banks continue to pay out higher bonuses, with averages
at four months."

Mainland Chinese firms, established Chinese securities houses and investment banks were rewarding well, as in  previous years,
whereas the track record at some smaller finance houses, including state-owned asset managers, was more inconsistent, Chen said.

There was also a trend for some of the newer mainland Chinese firms to pay  their compliance staff deferred bonuses, typically spread
over the course of a year or longer, he said.

"This is possibly a reflection and recognition of the importance and value of experienced and senior compliance staff by mainland and
local firms, and bonus scheme payments are now designed to encourage loyalty or to commit staff to their employers," he said.

Looking ahead

The expectation of yet more regulation and enforcement activities on the horizon would not necessarily lead to an increase in
permanent compliance vacancies, Chen said.

"The overall mood is one of caution, caution and caution in hiring, and in business activities in general," he said.

Recruitment volumes in compliance functions have decreased so far in 2018, compared with 2017, with most hiring taking place in the
local banks and Chinese investment banks and securities firms, Ho said.

"However, we envision there will be more roles outside traditional compliance functions requiring knowledge of or experience in
compliance, such as chief operating officer roles, first-line risk roles and regulatory and compliance change roles," she said.
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