Annex A

Modifications to HKMA Pages on News Services 

as from 1 April 1999

On HKMAOOB

Convertibility Undertaking 

USD/HKD offer – The exchange rate at which the HKMA undertakes to convert the Hong Kong dollar balance in the clearing accounts maintained by licensed banks with the HKMA into US dollars.  The rate will be set at 7.7501 on 1 April and move by 1 pip per calendar day until it reaches 7.8000 on 12 August 2000 and will stay at that level thereafter.  

Change Attributable to:

Interest Payment / Issuance of Exchange Fund Paper – Announced at the close of the day, this figure denotes the net impact on the Aggregate Balance resulting from:


(i)
HKMA crediting the clearing accounts of banks by the coupon payment of Exchange Fund Notes and redemption value of Exchange Fund Bills and Notes; and


(ii)
HKMA debiting the clearing accounts of banks by the issue amount of the Exchange Fund Bills and Notes on the issue day.

The Aggregate Balance will rise temporarily as a result of scheduled interest payments on Exchange Fund Bills and Notes until the liquidity is absorbed by additional Exchange Fund paper on the next issue day of Exchange Fund paper.

On HKMAOOC
Forecast Change in Aggregate Balance Attributable to 

 
Interest Payment / Issuance of Exchange Fund Paper – the forecast change in the Aggregate Balance on today (i.e. 1 April), the next business day (i.e. 7 April) and the business day after (i.e. 8 April) resulting from the net impact of interest payments on Exchange Fund paper and issuance of additional Exchange Fund paper.  Discrepancies between the forecast and actual change in the Aggregate Balance (on HKMAOOB) may arise because of changes in interest rates, as shown in the following example.


Suppose today is Friday. A nominal amount of HK$2600 mn of 3-month Exchange Fund Bills will be issued next Wednesday (of which HK$2500 mn represents the roll-over of maturing paper and HK$100 mn is the additional issue to absorb interest payments on Exchange Fund paper).  


At the close of market today, the Forecast Change in Aggregate Balance Attributable to Interest Payment / Issuance of Exchange Fund Paper for next Wednesday would be calculated as follows
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where 6% is the prevailing yield of 3-month Exchange Fund Bills and HK$2500 mn is the redemption value of the maturing Bills


=
-HK$62 mn

This means that HK$62 mn is expected to be debited from the Aggregate Balance upon issue of the 3-month Exchange Fund paper next Wednesday.


Suppose the yield falls to 5.5% on the issue day (i.e. Wednesday).  The actual change in the Aggregate Balance will be as follows
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= 
- HK$65 mn
Thus, the forecasting error is HK$-65 mn – (-62mn)






= HK$ -3 mn
On HKMA

Outstanding Exchange Fund Bills and Notes


Of which held by Licensed Banks - The total outstanding Exchange Fund Bills and Notes and the amount held by licensed banks will be shown in terms of "marked-to-market" rather than nominal value, to be consistent with the figures shown in the Currency Board Account.
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