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Subject: Risk Management Measures for Interest Rate Swaps and Basis Swaps with 

reference to new Floating Rate Options  

Enquiry: Hotline Number 2211-6753 

 

 

Further to the circular (reference number: OTCO/013/2020), OTC Clearing Hong Kong Limited (OTC 

Clear) will launch the products and clearing services of Interest Rate Swaps and Basis Swaps with 

reference to the below new Floating Rate Options: 

 Hong Kong Dollar Overnight Index Average (HONIA) 

 Secured Overnight Financing Rate (SOFR) 

 Effective Federal Funds Rate (FedFund) 

 Euro Short Term Rate (€STR) 

 

OTC Clear will update the stress testing framework to incorporate additional scenarios relevant to 

the new products.  The updated stress scenarios will be applied in the assessment and determination 

of the Rates and FX Guarantee Fund size.  

 

OTC Clear will update the Liquidity Risk Multipliers to cover the new products.  The levels of Liquidity 

Risk Multipliers are determined based on the results from a poll recently conducted with Clearing 

Members.  The following tables summarized the updated Liquidity Risk Multipliers which will be 

effective from 6 July 2020. 
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Liquidity Risk Multipliers 

Component Level Liquidity Risk Multiplier (for each clearable product type):  

Component Liquidity 
Risk Multiplier 

USD 
FedFund 

IRS 

USD  
SOFR  
IRS 

EUR  
€STR  
IRS 

HKD  
HONIA  

IRS 

Component Initial 
Margin (HKD mn) 

Multiplier Multiplier Multiplier Multiplier 

≥0 & ≤125  1.00 1.00 1.00 1.00 

>125 & ≤250 1.00 1.00 1.00 2.49 

>250 & ≤500 1.00 1.00 1.00 3.72 

>500 & ≤750 1.00 1.00 1.00 6.17 

>750 & ≤1000  1.00 1.17 1.13 8.62 

>1000 & ≤1,500 1.00 1.19 1.14 11.07 

>1,500 & ≤2,000 1.00 1.24 1.18 15.98 

>2,000 & ≤2,500 1.00 1.29 1.21 20.88 

>2,500 & ≤3,000 1.00 1.34 1.24 25.79 

>3,000 & ≤3,500 1.00 1.39 1.27 30.69 

>3,500 & ≤4,000 1.00 1.44 1.30 35.59 

>4,000 & ≤4,500 1.00 1.49 1.33 40.50 

>4,500 & ≤5,000 1.00 1.54 1.36 45.40 

>5,000 1.00 1.59 1.39 50.31 

 
 

Andy Li 

Vice President, Clearing Risk Management 


