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Further to the comments | made at the last meeting, 1 have further questions on the

Government Bond Program (GBP) as follows:

a) The Exchange Fund Bills and Notes (ESBN) issued by the HKMA on behalf of the
government form part of the monetary base and can be used by holders as securities for
borrowing at the HKMA’s discount window. Will the bonds to be issued by the
government cnjoy the same treatment by the HKMA? If not, they may be perceived by
buyers as inferior to the ESBN. The government will have to pay higher coupon rates to
attract buyers. This will not reflect well on the standing of the government bonds relative
to the ESBN in the eyes of the international financial community;

b) The Hong Kong Mortgage Corporation Ltd. (HKMC) boasts the largest corporate debt
issue program in Hong Kong. According to its portfolio information at the end of March
09, it has more than $41 billions” worth of “Treasury securities” outstanding. Can the
government provide information on the debt issued, including tenor mix, coupon rates
and other relevant information? Can the debt issued by the HKMC be used as securities

at the HKMA'’s discount window?
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¢) Asl said at the last mecting, the role of the HKMA should be crystalised and dealt with
in Resolution (b) under the Public Finance Ordinance. At the end of the Resolution (b),
additional words along the following lines can be tagged on:

I After coma, ‘the said public officer authorised and delegatee for the time being
shall be The Hong Kong Monetary Authority whose duties and responsibilitics
and powers and limitation of powers thereof shall be set out in Memoranda of
Understanding exchanged between the Financial Secretary and the Hong Kong
Monctary Authority and the said Memoranda of Understanding shall he recorded
publicly’.

I 'would be grateful if you would pass the above suggestions to the government for
consideration.

Yours sincerely,
Q}T b/«a‘/:)

Regina IP LAU Suk-yee (Mrs.)

c.C. Other Subcommittee Members
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