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Draft Securities and Futures (Contracts Limits and Reportable Positions) (Amendment) Rules 2003
Proposed Revisions to the Guidance Note on Position Limits and Large Open Position Reporting
Requirements
Summary of comments received and SFC’s response

Item |Referencein
No. |Consultation

document Details Respondent’ s Comments SFC’ s Response
1. [Not Applicable |Section 4(4) of theRespondent A: The Guidance Note explains the matters which the

Rules dlows the SFC|Guidance should be given as to what|SFC will consider in an application under section
to authorise a person to|constitutes* special circumstances . 4(4) of the Rules. See paragraphs 3.9 and 3.11.

(Note : Section/hold or control futures

4(4), contracts or  stock There is no need for further clarification as the

S&F(Contract  |options ~contracts  in issue of whether special circumstances exist will

Limits and excess  of thel depend on the particular circumstances of each

Reportable prescribed  limits in application.

Positions) Rules) | qhevial circumstances.

(Note : no changes to
section 4(4) are proposed
in the draft S&F
(Contract Limits and
Reportable  Positions)
(Amendment) Rules 2003
or the relevant
paragraphs in the
Guidance Note)

2. Generd - Tung Tai, HSBC, Linklaters, HKSbA, -
comment UBS

The S&F(Contracts Limits and
Reportable Positions)  (Amendment)
Rules 2003 are welcomed.

LS:
No comments.
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Item |Referencein
No. |Consultation
document Details Respondent’ s Comments SFC’ s Response
3. |Para4.14 of the|To assess systemicHSBC, HKSOA: The Guidance Note does not provide requirements.
Guidance Note |impact of large Clarification is sought on whether thelt smply explains the SFC’' s position on how it
positions and  tolimposition of other position limits will [considers requirements should be met.
monitor concentration be limited to a client who refuses to

risk more effectively,
the HKFE or SEHK
may  inquire  into
positions/transactions

in  other  markets
underlying the large
positions held by an
Exchange Participant
and/or its
clients/counterparties.

Failure to produce the
information may lead
to  imposition  of
different position
limits.

provide the required information to the
Exchange Participant only and not on
the overal postions carried by the
Exchange Participant.

The imposition of other position limits
should be on the particular client only.

LS
No comments.

Linklaters:

Underlying clients may be reluctant to
tell intermediaries whether they or their
respective clients entered into the HSI
futures positions to hedge OTC
transactions.

The respondent queries whether the
HKFE or SEHK has power to inquire
into transactions on overseas futures
market and/or overseas OTC markets.

UBS

Concern that the GN has not clearly set
out the extent of the OTC positions that
may be disclosed by clients. Clients will
not disclose their trading/hedging

Paragraph 4.14 of the Guidance Note simply
repeats existing SEHK and HKFE Rules which
enable the SEHK/HKFE to require information
from Exchange Participants and their clients and
impose different limits where the Exchange
Participant fails to comply with such requests.

The purpose of paragraph 4.14 is to remind
Exchange Participants and the clients that the
SEHK and HKFE may request information in
relation to the positions underlying those which
they hold and that, under the respective Rules, the
information may include that relating to hedging
transactions conducted in other markets.

As paagraph 4.14 does not add any new,
requirements, the SFC believes that no
amendments to the paragraph are required.
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Item |Referencein
No. |Consultation
document

Details Respondent’ s Comments

SFC’ s Response

activities in relation to their HSI futures
and options positions to Exchange

Participants.

List of Respondents

Dated Received Respondent

24 Sept 2003 Respondent A

6 Oct 2003 Vincent Lee, Tung Ta Securities Co. Ltd, Tung Ta Futures Ltd, Tung Ta assets
Management Ltd (“ Tung Ta”)

14 Oct 2003 HSBC Broking Securities (Asia) Limited (“HSBC”)

15 Oct 2003 The Law Society of Hong Kong (“LS’)

15 Oct 2003 Linklaters & Alliance (“Linklaters’), submitting on behalf of CSFB, Goldman Sachs, JP
Morgan, Merrill Lynch and Morgan Stanley.

22 Oct 2003 Hong Kong Stockbrokers Association (“HKSbA™)

30 Oct 2003 UBS
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