Annex 3

Features of the 5-Year Fixed-Inverse Floating  Rate Notes

What are the key terms of the 5-year Fixed-Inverse Floating Rate Notes (Tranche C)?

Issue Date:
18 October 2002



Maturity Date:
18 October 2007 (5 years)



Coupon Rate:
5.5% p.a. for the first year

6% p.a. minus 6-month HIBOR for the subsequent four years, with a minimum of 0.5% p.a.

HIBOR means Hong Kong Interbank Offer Rate quoted on the Moneyline/Telerate Page 9898 on the first day of the relevant Interest Period



Notice for Coupon Rate: 
Notice will be sent from the Paying Agent to the Placing Banks to notify the coupon rate on each Interest Payment Date after the first year

 

What are the benefits of the Fixed-Inverse Floating Rate Notes?

· The Fixed-Inverse Floating Rate Notes offer retail investors an additional choice of an investment product that is available mainly to private banking and institutional investors.  

· The Notes offer an immediate yield pick up in the first year (coupon: 5.5%) when compared to the HKMC’s 2-year extendable for 3-year notes (coupon: 3.3%). In the subsequent four years, investors will continue to enjoy a higher coupon rate if the difference between 6% and 6-month HIBOR is higher than 3.3%.

· From investor perspective, the 5-Year Fixed-Inverse Floating Rate Notes effectively offer retail investors a total guaranteed return of 107.5% in 5 years (i.e. 100% principal redemption on the 2007 Maturity Date + 5.5% for the first year + 4 times a minimum of 0.5% per annum in the subsequent years) with a potential gain in return if the difference between 6% and 6-month HIBOR exceeds 0.5% in the subsequent 4 years.
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