
 

 

 
 
 
Our Ref.: B1/15C 
 
25 April 2013 
 
 
The Chief Executive 
All Authorized Institutions 
 
 
Dear Sir/Madam, 
 
 
Renminbi (RMB) Net Open Position (NOP) and liquidity ratio 
 
In view of the improving market liquidity of the offshore RMB foreign exchange and 
money markets as well as the sound and sustained development of RMB business in 
Hong Kong, the Hong Kong Monetary Authority (HKMA) has recently reviewed the 
continued applicability of certain RMB-related regulatory requirements. 
 
Our review concludes that the requirements, which were introduced for the purpose of 
avoiding unnecessary disruptions to the fast growing offshore RMB markets, have 
already served their purposes.  With the offshore RMB foreign exchange and money 
markets becoming mature, as suggested by a broad range of market participants and 
stable transaction volume, the HKMA decides to make the following changes with 
immediate effect. 
 
 
RMB Net Open Position Limit (NOP limit) 
 
The requirement for authorized institutions (AIs) to observe RMB NOP limit will be 
removed.  The HKMA expects AIs to treat offshore RMB in the same way as other 
currencies in respect of managing their foreign exchange risk, including compliance 
with the guidance set out in the Supervisory Policy Manual module TA-2 on Foreign 
Exchange Risk Management. 
 
 
RMB liquidity ratio 
 
The conditions regarding the application of RMB liquefiable assets for the calculation 
of statutory liquidity ratio as set out in our circular of 9 February  
 



 

 

 
 
 
2012 will be uplifted.  Also, the requirement on RMB liquidity ratio as set out in our 
circular of 14 June 2012 will be removed. 

 
Following the same spirit as in the case of NOP limit removal, the HKMA expects AIs 
to apply equal treatment on offshore RMB and other currencies in respect of liquidity 
risk management.  AI should continue to observe the Supervisory Policy Manual 
modules LM-1 and LM-2 on liquidity risk management.  In particular, AIs should 
manage and control their funding needs to avoid over-reliance on foreign exchange or 
currency swap markets in respect of those currencies in which they have significant 
exposure (paragraph 6.2.2 of LM2).  
 
AIs should note that, despite the removal of the above requirements, the HKMA 
continues to expect them to manage their foreign exchange and liquidity risk prudently.  
AIs which contemplate significant changes in the way they manage their foreign 
exchange and liquidity risks should consult the HKMA for comments.  
 
In tandem with the removal of the above requirements, the HKMA will in due course 
introduce a simplified set of reporting requirement on AIs’ RMB position as well as 
their non-RMB and RMB liquidity positions.  The HKMA will notify all AIs of the 
relevant reporting requirements under separate cover.  If you have any question on 
this circular, please feel free to contact Ms Denise Tai at 2878 1589 or your usual 
supervisory contacts at the HKMA.  
 
 
Yours faithfully, 
 
 
 
 
Henry Cheng 
Executive Director (Banking Supervision) 

 
 
 
 

 


