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CIRCULAR TO HKFE MEMBERS

Dear Member, 

Re: HSI Futures and Options Migration

On Saturday, 21 August 1999 the Exchange conducted the seventh simulated trading test for HKATS.  Most significantly, during this test, a number of Members experienced system delays or disconnections.  As a result, on 25 August 1999 the Exchange decided to cancel the simulated trading test originally scheduled for 28 August 1999 so that further analysis of earlier test results could be performed.

As a result of this analysis, the Exchange has identified the problem that arose in the test on 21 August.  This problem was caused by the malfunctioning of the order depth window. This finding has been confirmed by the Exchange’s independent consultants.  

The order depth window currently provides updates, on demand, of the 400 best orders for all months and series within a “family” (HSI futures and options, combined, constitute a family).  This information is sorted at the workstation level, which can cause workstations to “hang” or disconnect.

The solution that has been identified consists of a parameter change that will provide updates, on demand, for the 250 best orders, only in the month or series specifically requested.  In addition, this data will be sorted by the central system rather than Members’ workstations.  To implement this parameter change, it is necessary to access all Members’ HKATS workstations.  This work has already commenced and will be completed later this week.

Based on the identification of this problem and the apparent solution, and after consultation with independent consultants and the Securities and Futures Commission  (“SFC”), the Exchange has decided to schedule the eighth and ninth HKATS simulated trading sessions for 4 September 1999 and 11 September 1999 respectively.  Should these tests yield positive results, and subject to the concurrence of independent consultants and the approval of the SFC, the Exchange would plan to migrate both HSI futures and options simultaneously in 1999.
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Members may recall that it is necessary to conduct two successful tests in September to be able to migrate in 1999 in view of the Y2K freeze on software changes in the last quarter of 1999.  This freeze would preclude software adjustments to HKATS between October 1999 and January 2000, save in exceptional cases.  In these circumstances, the Exchange believes the interests of the Exchange and its Members would best be served by scheduling two more tests in September.

The Exchange appreciates the substantial time and resources Members must commit to participate in simulated trading sessions, and realizes the significant benefits that can accrue from a successful migration in 1999.  We are grateful for your continued cooperation and support.

Complete simulation test kits and scripts will be provided to Members promptly.  For further information on these matters, please contact Mr. Stanley Ho, Head of Electronic Trading Department (2842-9328) or Mr. Calvin Tai, Head of Product Development Department (2531-5062).

Sincerely,

William D. Grossman

Acting Chief Executive
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