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Preface

This book sets forth the underlying framework for the data template on international reserves and foreign cur-
rency liquidity and provides operational guidelines for its nse. Chapter 1 provides an overview of the genesis of
the template and outlines its structure and key features. The chapter is primarily intended for readers seeking a
general understanding of the template. The later chapters and the appendices are designed to facilitate compila-
tion of the template by data providers, and are more technical in nature.

This work replaces the provisional Operational Guidelines for the Data Template on International Reserves and
Foreign Currency Liquidity issued in Qctober 1999. At that time, the International Monetary Fund (IMF) invited
comments from users with a view to providing a final version of the Operational Guidelines in 200), which now
appear as this important volume. Users generally were supportive of the October 1999 document, and many cited the
importance of the framewaork for promoting data transparency. For this reason, this final version does not depart sig-
nificanily from the provisional version of October 1999. The main changes from the provisional version are refine-
ments to aid clarity of exposition. This document also includes an additional appendix (Appendix V) that describes
how countries can report the template data to the IMF for dissemination on the IMF’s website.

The IMF and a working group of the Commitiee on the Global Financial System (CGFS) of the Group of Ten
central banks jointly developed the template in 1999. The template is innovative in that it integrates data on bal-
ance-sheet and off-balance-sheet international financial activities of ¢ountry authorities and supplementary
mformation, [t aims (o provide a comprehensive account of countries’ official foreign currency assets and drains
on such resources arising from various foreign currency liabilities and commitments of the authorities. The pub-
lic disclosure of such information by countrigs on a timely and accurate basis promotes informed decisionmak-
ing in the public and private sectors, thereby helping to improve the functioning of global financial markets.

The template js a prescribed category of the IMF’s Special Data Dissemination Standard (SDDS}, which the
IMF established in 1996. The SDDS, to which countries may subscribe on a voluntary basis. provides a standard
for good practices in the dissemination of economic and financial data. The SDDS requirements of the template
with respect to the frequency and periodicity of reporting are described in Appendix I

Countries’ template data can be found on the websites of their central banks or finance ministries. The data are
also accessible on the IMF’s website at hitp://www.imf.org/exiernal/np/sta/ir/index.him. The IMF website redis-
sgminates countries’ template data in a common format and in a common currency to facilitate users’ access 10
the information and to promote data comparability across countries.

The guidelines set forth in this volume clarify data concepts, definitions, and classifications and discuss ways to
disclose the requisite data in the template. [n developing the guidelines. the IMF staff consulted with IMF member
countrigs, the CGES, the European Ceniral Bank (ECB), and other institutions. The IMF is grateful for their com-
ments and suggestions.

Within the IMFE, we are indebied to our colleagues for their review of this docurnent, in particular those at the
Policy Development and Review Department for their insights and observations. We particularly thank Anne Y.
Kester of the Statistics Department for her unstinting efforts in drafting the operational guidelines and con-
tributing 1o the development of the data template. Thanks go also to Sean M. Culhane of the External Relations
Department for managing the production of these guidelines.

Carol S. Carson, Director
Statistics Department
International Monetary Fund



I. Overview of the Data Template

1. international financial crises in the late 19905
underscored the importance of disseminating com-
prehensive information on countries’ international
reserves and foreign currency liquidiry! on a timely
basis. Deficiencies in such information have made it
difficult to anticipate and respond 1o crises by obscur-
ing financial weaknesses and imbalances. (Sce Box
1.1) Moreover, both the complexity and the impor-
tance of such information have increased as a result
of the ongoing globalization of financial markets and
financial innovations. The international financial
aclivities? that countries’ central banks and govern-
ment entities undertake now occur in myriad forms,
involve multiple domestic and foreign entities, and
span locations around the globe. To assess countrigs’
foreign currency liquidity requires supplemeniing
traditional data on international reserves that cover
largely cross-border and balance-sheet activities with
those on foreign currency positions and off-balance-
sheet activities.

2. Timely disclosure of such information serves a
aumber of purposes. It can strengthen the account-
ability of the authorities by better apprising the pub-
lic of the authorities’ policy actions and risk exposure
in foreign currency. It can spur a more timely correc-
tion of unsustainable policies and possibly limit the
adverse effects of contagion in times of financial tur-
bulence. it can allow market participants to form a
more accurate view of the conditien of individual
countries, of the vulnerability of regions, and of pos-
sible international consequences, thereby limiting
uncertainty and the associated volatility in financial
markets. Enhanced data (ransparency also can assist
multilateral organizations to betier anticipate emerg-
ing needs of countries.

"' The concepits of imicinational reserves and forergn currency liquidity

wre discussed later 1 thas chapler and elaborated on 1n laler chaplers
ot 1has book.

Intesnational financial acuviiees here refer © financial wansactions
amil pomitzans i foreign curmencies.

An Innovative Data Framework to
Help Strengthen the International
Financial Architecture

3. Information on international reserves and foreign
currency liquidiry will best inform public and privaie
decisionmaking if countries disclose it in a coherent,
common framework. As part of the effort to
strengthen the architecture of the international finan-
cial system, the IMF and a working group of the
Commirttee on the Global Financial System (CGFS)
of the Group of Ten central banks in 1999 developed
such a framework in the form of a data disclosure
template for countries’ use.?

4. The template, which is shown at the end of this
chapter, was devised in consuliation with country
authorities, statistical compilers, international orga-
nizations, markel participants, and users. {t reflects
the efforis of all concerned to halance the antici-
pated benefits of increased duta transparency and
potential costs of adding 1o the authorities’ report-
ing burden.

5. The template is intended 1o be comprehensive and
innovarive; it infegrates the concepts of interna-
tional reserves and foreign currency liquidiry in a
single framework. In addition to covering the tradi-
tional balance-sheet information on internationat
reserves and other selected external assets and liabil-
ities of the authorities, the template takes account of
their off-balance-sheet activities* (such as in for-
wards. futures and other financial derivatives,

FWaork to develop disclosure standanls on the tradieg e investment
activites of private market participants was uncertaken af the BIS, the
Financial Stability Forum, the IMF. and other intweinutsonal bodies.

The New Hire? Caprial Aceord, released by the BLS in 2001, was an
example of spch ellorts.

1Of-balance- skeet foreign currency actvities refer to financial trans-
actions and pasitioes in foreign currency not recorded on the halance
sheet.



|  OVERVIEW OF THE DATA TEMPLATE

Box I.1 Data Deficiencies as Revealed by Financial Crises in the 1990s

Financial crises in the 1990s revealed a number of chis deficianies. mitluding:

Incomplete information on reserve gssets

*

Pllt?dged assets (for example, assets used as collateral for third party’s loans) frequently were not identified, and assets of a similar nature, such as secu-
rities lent and repurchase agreements,'

S often were included in reserve assets without separate jdentification, distorting information on the liquidity
positions of the authorites.

Deposits held in financially weak domestic banks and their foreign affiliates, which were not available for use in a crisis, often were included in reserve
assets, leading to overestimation of resarved.

Valuation practices could depart significantly from market valses. complicating assessments of the realizable value of reserve assets,
Coverage of international reserve aszess waried among countries, imjpeding cross-country comparisons.

Lack of publicly availoble informatior: en ¢fficial short-fers forwign currency obligations

-

a

Public information was lacking in many cowntries on the off-balince-sheet activities of the authorities that could affect foreign currency resources. An
absence of data on forward commitinents of farign axchange under financial derivative contracts,? for example, could result in understatemen; of
encumbered reserve asset,

Lack of information on the authoeitins' finansial derrvativg activities {for example, in foreign currency futures and forwards) could also obscure the risk
exposure of gevernment anpziey, which could lead to sudden sharp drains on foreign currency resources. Significant drains could occur, for example
in the event af charges in exchange mtes Simdarks unavallabslity of information on options written and bought by the authorities could hinder assess-.
ment of potential infiows and autflows of farelgn currersy when the options were exercised.

Inadequate information os achml and petsneisl foreign currency liabilities of the monetary authorities and central government ¢ould hamper moni-
toring of draing &n fareign currency resources. Such iratequacies included incomplete information on principal and interest payments on loans and
bonds fallrg due in tho shart term.on the autharisies’ foreign exchange guarantees.and on contractual provisions in debt instruments that aflow cred-
itors to demard warly papment i the fice of changing economic conditions.

Fublicly weailabile information én rexerves genarally & not take account of unused unconditional lines of credit. which could represent either a com-
plementary scasrce af farsign exchangs i tmes of need or 2 potential drain on such resources.

this dotument,

| :
}iz:urnn I:Pﬂ'rmd ripurthaan q.p-::rrenu are: &uzumnd in decd in Chapter 2 and Chapter 5.
rainH, o o ey ane derfracvs IssDruririts. Various aspects of these instruments are discussed later in this chapter and in all other chapters of

undrawn credit lines, and loan guarantees). [t also
notes future and potential inflows and outflows of
foreign exchange associated with balance-sheet and
off-balance-sheet positions, Moreover, it includes
data intended to illustrate how liquid a country’s
mternational reserves are {such as the identification
of assets pledged and otherwise encumbered) and
10 reveal a country's risk exposure to exchange rate
fluctuations (including that relating to options
COnracts).

Concepts of International Reserves
and Foreign Currency Liquidity

8. The underlying framework of the template is built
on two related concepts, international reserves and
foreign currency liquidity, which are integral to the
structure and coverage of the template. The two con-
cepts and their linkages are explained below.

International Reserves (Reserve Assets)
6. The template is forward looking, Tt covers not onl ¥
the authorities’ foreign currency resources on a refer-
ence date but also inflows and outflows of foreign
exchange over a future one-year period. The One-year
hornzon is consistent with the convention of defining
“short term” 1o cover a 12-month period.

9. The fifth edition of the IMF Balance of Payments
Manual® (BPMS) sets forth the underlying concept of
international reserves. A country's international
reserves refer to ““those external assets that are readily
available to and controlled by monetary authorities for
direct financing of payments imbalances, for indirectly
Fegula[ing the magnitudes of such imbalances through
intervention in exchange markets to affect the currency
exchange rate, and/or for other purposes.” (BPAMS,

7. The rest of this chapter elaborates on the under-
lying framework of the template and delineates its
key characteristics and structure, Chapters 2
through 5 provide guidelines on how the data called

for in the various sections of the template should be

reponed_ $See Balance of Payments Manual, Fifth Edition, Interngrional

Morelary Fund, Washingwon, D.C.. 1993,

—

Concepts of International Reserves and Foreign Currency Liquidity

para. 424.) As defined, the concept of international
reserves is based on the halance-sheet framework, with
“reserve assets” being a gross concept. It does not
include external liabilities of the monetary authorities.®

10. Underlying the concept of international reserves
is the distinction between residents and nonresi-
dents,’ with reserve assets representing the monetary
authorities’ claims on nonresidents.

11. Also integral to the concept of international
reserves are the provisos “readily available to” and
“controlled by™ the monetary authorities. That is,
only assets that meet these criteria can be considered
reserve assets.

12. Types of reserve assets cover foreign exchange
assets (consisting of foreign currencies and foreign
currency deposits and securities), gold, special draw-
ing rights (SDRs), reserve position in the IMF, and
other claims.

13. Chapter 2 explains in detail the concept and cover-
age of reserve assets as set forth in the BPMS5, Tt also
discusses how the terms “readily available” and “con-
trolled by” can be invoked in practice to identify
TeSeTve assets,

14. In the template, reserve assets are referred to as
“official reserve assets.”

Foreign Currency Liquidity

13, Foreign currency liquidity is a broader concept
than that of international resecves. In the data tem-
plate, foreign currency liquidity has lwo dimensions.
It refers to {1) the foreign currency resources (includ-
ing both official reserve assets and other foreign cur-
rency assets) at the disposal of the authorities that
readily can be mobilized to meet demand for foreign
exchange and (2) both predetermined (known, or
scheduled} and contingent (potential) demands
(referred (o hereafter as “ret drains”)® on foreign

5The term “monetary authorities™ is defined later in this chapter under
“Key Featores of the Data Template.”

’In the BPMS5, the concept of residence is not based on nationality or
legal criteria; it is based on the transactor’s center of economic inter-
esl. A transactor is considered a resident of a couniry if s center of
economic inlerest is i the econamic territory of the country. The eco-
nomic termtory of & country pencrally corresponds to its geographical
boundaries (although it can exiend beyond them). A transactor whose
center of economic interest ix outside the economic termitory of the
country is considered a nonresident.

“As will be elaborated on in Chapter 3 of this document. “net drains™
refer to outflows of foreign curency nei of inflows of foreign cumency

currency resources resulting from the short-term? for-
eign currency liabilities and off-balance-sheet activi-
ties of the autherities. That is, the authorities’ foreign
currency liquidity position refers to the amount of
foreign exchange resources that is readily available,
taking into account both predetermined and potential
net drains on such resources. Underlying the liquid-
ity concept is the notion that prudent management of
this positien requires managing foreign currency
assets along with foreign currency obligations to
minimize the vulnerability to external shocks.

16. The concept of foreign currency liguidiry is
broader than thar of international reserves in at least
three respects: (1) while reserve assets refer to exter-
nal assets of the monetary authorities, foreign cur-
rency liquidity concemns foreign currency resources
and drains on such resources of the monerary author-
ities and the central government, referred to hereafter
in combination as “the authorities,” as opposed to
“monetary authorities” (see next section on “institu-
tions covered™); {2) while reserve assets represent the
monetary authorities’ claims on nonresidents, foreign
currency liquidity relates 1o the authorities’ foreign
currency claims on and obligations to residenis and
nonresidents; and (3) while the concept of reserve
assels is based on the balance-sheet framework, the
concept of liquidity encompasses inflows and out-
flows of foreign currency that result from botk on-
and off-balance-sheet activities of the authorities.

17. The concept of foreign currency liquidity is also
broader than the notion of net international reserves.
Net international reserves refer 10 reserve assets net
of outstanding reserves-related liabilities at a point in
time, with such assets and liabilities representing the
monetary authorities’ readily available claims on and
short-term liabilities to nonresidents. Foreign cur-
rency liquidity takes account of foreign currency
drains on existing foreign currency resources arising
from the autherities’ financial activities vis-3-vis res-
idents and nonresidents in the coming !2-month
period. Information on whether a country’s short-
term foreign currency drains exceed irs foreign cur-
rency resources could be used, among other data, 10
analyze the country’s external vulnerabiliry.

18. To enhance the transparency of data op coun-
tries” international reserves and their foreign currency
liquidity, the template calls for comprehensive dis-

?See the definizion of “shor-term™ as provided later under “time hon-
zon” in this chapter.
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Figure |.1. Linkages Between Concepts of International Reserves and Foreign Currency

Liquidity (A Schematic Presentation)
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closure of the authorities’ (1) official reserve assets,
(2) other foreign currency assets, (3) predetermined
short-term net drains on foreign currency assets, (4)
conungent short-term net drains on foreign currency
assets, and (5) other related information. As dis-
cussed later in this chapter, these data components
form the siructure of the template.

19. A schematic presentation of the framework of
the template, showing the linkages between the con-
cepts of international reserves and foreign currency
hiquidity. is provided in Figure 1.1.

Key Features of the Data Template

The data template sets forth the institutions that are to
be covered and their financial activities over a certain
time horizon in order 1o facilitate analysis of the
authorities’ foreign liquidity and risk exposure.

Institutions Covered

20. The template is intended 10 apply to all public-
secior entities responsible for, or involved in,
responding fo currency crises. In praciice, this cov-
erage includes the monetary quthorities, which man-

age or hold the international reserves, and the central
government (excluding social security funds)'?
which, together with the monetary authorities,
accounts for most of the official foreign currency
obligations, Demands on the authorities' foreign cur-
rency resources also could arise from elsewhere in
the public sector. These other public entities gener-
ally are not covered in the template because of the
difficulties of obtaining the data from these entities
on a timely basis. Nonetheless, these other public-
sector entities may be included if their foreign cur-
rency activities are of material significance; where
data on such other public-sector entities are included,
they should be clearly indicated in couniry notes
accompanyiag the data.

21. Consistent with the BPMS (para. 514), the tem-
plate defines “monetary authorities” as “u func-
tional concept” encompassing the central bank (and
other institutional wnits such as the currency board,
MOneLary agency, elc.) and certain operations usu-
ally attributed 10 the central bank bur sometimes car-

" The covernge of hoth the monetary authorities and! the central gov-

ermment is explicit in the template. The operation of a curre ney board
{(with slipulations that the cenirul govemment’s forcipn curr zncy
oblzgations are not to be met by rescuices of the monetas ry mithomigies)
does not remove the raquircment for re poriing of dala on the ceniral

govermmenl i the templaie,

ried out by other government institutions or commer-
cial banks. Such operations include the issuance of
currency; maintenance and management of interna-
tional reserves, including those resulting from trans-
actions with the IMF; and the operation of exchange
stabilization funds."!

22. In conformity with existing internaiional guide-
lines, the template defines the central governmerit to
include “all government departments, oftices, estab-
lishments, and other bodies that are agencies or
nstruments of the central authority of a country” (A
Manual on Government Finance Staristics, p. 12).
The central government excludes state governments,
local governments, and social securiry funds operai-
ing ar all levels of government (1993 System of
National Accounts, para. 4.114): the requirermnent to
disclose relevant information on a timely basis pre-
cludes the inclusion of these elements in the data to
be reported. Social security funds are “social insur-
ance schemes covering the community as a whole or
large sections of the community that are imposed and
controlled by government units” (/993 SNA, para.
4.130).

23. A single terplate is to be produced for each
country covering foreign currency activities of both
the monetary authorities and the central government
(excluding social security funds). (See also Chapter
2.) Couniries in a currency union should report
reserve assels in accordance with the reserve assets
allocated to them by their central bank or in propor-
yon to their coniributions to the central bank's
reserve assets.

Financial Activities Covered

24, For the purpose of liquidity analysis, the tem-
plate specifies that oaly instruments settled (i.e.,
redeemable) in foreign currency are to be included in
resources and drains (as covered in Sections |
through Iil of the template). The rationale is that, as
concerns future inflows and outflows of foreign cur-
rency arising from the authorities’ contractual oblig-
ations, only instruments settled in foreign currency
can directly add to or subtract from liquid foreign
currency resources. Qther instruments, including

" Deperxliriz om institutional arrangements ir # country, the definition
of “monetary authorities” mn the emplate could tnclude other public-
sector elibiies, =uch as government-owned commercial banks actively
employed to offset luieign currency drains. In the template, the term
“other central government” 15 used to clanfy that the monetary author-
ity funclions undenaken by the central government are included in
menetary authorities,

those denominated in foreign currency or with a
value linked 1o foreign currency (such as foreign cur-
rency opticns) but settled in domestic currency, will
not directly affect liguid resources in foreign
exchange.'?

25, Instruments denominated in foreign currency or
indexed to foreign currency bur settled in domestic
currency (and other means} are to be reported as
memorandum (memo) items (as covered in Section
1V of the template). These instruments can exert sub-
stantial indirect pressure on reserves during a ¢risis,
particularly when expectations of a sharp deprecia-
tion of the domestic currency lead holders to
exchange the indexed liabilities for foreign currency.
Among such instruments are domestic currency debt
indexed to foreign currency and nondeliverable for-
wards settled in domestic currency.

Treatment of Financial Derivatives Activities'?

26. The emplate covers various aspects of financial
derivative activities, including (1) predetermined for-
eign currency flows pertaining to the authorities’ for-
wards, futures, and swap contracts; (2) potential
flows ansing from their options positions; and (3) the
net, marked-to-market value of outstanding financial
derivaiive contracts, The extensive coverage of finan-
cial derivatives activities in the template is based on
the fact that measures of risk associated with such
activities are relevant only when constructed on an
overall portfolio basis, taking into account notional
(and nominal) values and cash market positions, and
offsets between them.

27. The focus of the template is on financial deriva-
tives settled in foreign currencies. (Nondeliverable
forwards and options settled in domestic currency are
to be disclosed as memo items.) Such juformation is
especially important in times of crisis when there is
strong pressure to devalue and when considerable
official obligaticns in foreign currencies are already
outstanding.

2.0f course, changes in the overall suppiy and demand for domestic
currency assci= will influence the halance of puyments and thus, indi-
rectly, aftect hogud foreign exchange resources.

Y Financial derivatives are financial instruinents linked to underlying
as=ey, reference rates, or indexes such as stocks. bands, currencies, and
commeities Denvative insiruments allow usems (o disafiregae risks.
acoupling ores that they are wiiling o manage, ond transterring those
they are unwillng 16 bewr, Derivative contracts range from simple con-
tracts {forwards, futures, and swaps) 1o complex products such as
options. (See Chaplers 3 and 4 for greater detail on this subject )

Key Features of the Data Template



28. Because inflows and outflows of foreign cur-
rency related to the authorities’ financial derivative
activities may jnvolve different counterparties, risks,
and maturities, the templare calls for reporiing sep-
arate information on sherr and long positions. Long
positions correspond to inflows that augment the for-
eign currency resources of the authorities; short
positions represent outflows that diminish such
resources.

29. The net, marked-to-market values of financial
derivatives to be reported in the template are those of
outstanding contracts seftled in foreign currency,

30. The template incorporates the results of “stress
testing” 1o assess the authorities’ risk exposure (0
fluctuations in exchange rates. Stress testing involves
examining the effect of large movements in key
financial variables on a portfolio. It is different from
historical simulation in that it may cover situations
absent from the historical data. Rigorous stress test-
ing can signal the authorities the risk exposure they
face. In the template, stress testing is applied 10 the
authoriries’ options positions.

31. The template’s “stress testing” calls for the
national value of “in-the-money” options under sev-
eral exchange rate scenarios. “In-the-money™ options
refer to option contracts that would be exercised on
the basis of the assumptions specified in the scenar-
ios—i.e., options which, when exercised, could entail
foreign currency flows.

VYaluation Principles

32. In the template, the values of foreign currency
resources are (o reflect what could be obtained for
them in the market if they were liquidated; that is, at
market prices on the reference date. In cases where
determining market values on a frequent basis js
impractical, approximate market values can be sub-
stituted during the intervening periods. (See Chapter
2 for details.)

33. Drains on foreign exchange resources, including
predetermined and contingent drains, are to be valued
in nominal terms; that Is, the cash-flow value when
the currency flows are due 10 take place. Generally,
this means the principal repayments reflect the “face

" As will be explained in Chapter 4, a call option is “in-the-money” if
the strike price is less than the market price of the underlying security.
A pul option is “in-the-money™ if the sitke price is greater than the
market price of the underlying security.

I OVERVIEW OF THE DATA TEMPLATE

value” of the instrument and the interest payments
reflect contractval amounts due to be paid.!®

34. Inflows and outflows of foreign currency related
to forwards, futures, and swaps are 10 be reported in
nominal terms. For options, the template requires dis-
closure of the notional value. The norional valie of
an option contract is the amount of foreign exchange
that can be purchased or sold by the exercise of the
option. Market values of outstanding financial deriv-
ative contracts are to be disclosed on a net, marked-
to-market basis. (See also Chapter 5.)

Time Horizon

35, Consistent with the focus on liguidity, the hori-
zon covered in the template is short term. For practi-
cal purposes, “short-term™ js defined as “up 10 one
year.''® Finer breakdowns of time horizon of “up 10
one month,” “more than one month and up to three
months,” and “more than three months and up 1o one
year” are included to enable policymakers and mar-
ket participants to assess the authorities’ liquidity
positions within the one-year time frame.

36. The term “residual maturity™ is used in the tem-
plate to indicate the types of “short-term” foreign
currency flows 1o be reported for the various subperi-
ods of the one-year time horizon. Residual (remain-
ing) maturity i1s commonly referred to as the time
remaining until the final repayment of the outstand-
ing obligations. Accordingly, applying the “residual

maturily” concept, one should include (1) flows ema-
nating from short-term instcuments. with original™

maturities of one year or less and (2) flows arising
from instruments with longer original maturities
whose residual (remaining) maturity is one year or
less. In addition, in the template, this concept also
includes principal and interest payments falling due
within one year on instruments with original maturi-
ties of more than one year that are not already cov-
ered in (2).

Other Reporting and Dissemination Considerations

37. The 1emplate does not specify the currencies
(national, U.S. dollar, euro. or others) in which the

'* Under most circumstances, the nominal value of principal pay-
ments, expressed in the currency of denomination of the contract,
would correspond 10 the face value of the instrument concemed.
However, in some circumstances, the anticipated cash-flow value will
differ from the face value.

"“This is consistent with the definition of “short-term™ used in the BPMS,
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data are to be reported. It is recommended, however,
that compilers report data in the template in the same
currency they normally use to disseminate data on
official reserve assets. This will enhance the analyti-
cal usefulness of data disclosed in the template and
promote reconciliations among different data sets, To
facilitate data comparability over time and among
countries, it is preferable that the reporting currency
be a reserve currency or, at a minimum, a stable one.

38. The reference date in the templaie is the end date
of the reporting period (e.g.. the reference date for
September refers to the last business day of
September). For position data, data 1o be reported
refer 10 outstanding stocks of assets (and liabilities,
as applicable) on that date. For flow data, data to be
reported refer to the anticipated amount on the refer-
ence date of future outflows and inflows of foreign
currency, associated with known predetermined or
conungent positions outstanding on the reference
date. Where appropriate, the convention of applying
a plus (+) sign to denote assets and inflows of foreign
currency and a minus siga (-) for liabilities and out-
flows of foreign currency should be used

39. In determining outstanding foreign currency
resources and flows, it is recommended that transac-
tion dates ( not settlement dates) be used, Transaction
dates are the preferred basis of recording because the
time lags for countries' settlement practices differ.
Where seitlement dates are used, thev should be
applied consistently from pericd to period.

A The templare is designed for use in diverse
economies. Although not all items in the template are
applicable to all countries, it is important that items
not applicable (i.e., in which there are no stock posi-
tions or transactions) be left blank in the tempilate,
Where the value of an item is zero, an entry denoting
zero should be shown.,

41. In view of the varied information called for in the
template, data in the different sections of the template
are not to be added to or subtracted from one another
to derive a single number for the whole template.
Various analyses, however, can be made by examin-
ing data reported by countries in the various sections
of the templaie.

42, To enhance the analytical usefilness of the data
and to minimize the prospect that users will inisinter-
pret information reported in the template, it is recom-
mended thar couwntry-specific  exchange rate

arrangements (sich as the operation of a currency
board or the implementation of dollarizarion), spe-
cial fearures of reserves management policy {includ-
ing the matching of maturities of foreign currency
assets and fHiabilities and the use of hedging tech-
nigues), and accounting practices and statistical
treatmenis of certain financial transactions (as dis-
cussed later throughout this document) be disclosed
in country nofes accompanying the data, where
appropriate. {t would also be useful to disciose the
major sources of funds for reserve assets and other
foreign currency assets, which may include foreign
currency earnings from exporis, issuance of foreign
currency bonds, and foreign currency deposits from
domestic banks. (See also item 8 of Appendix V.}

43. The template data can be disseminated 10 the
public on the Internet or through other media.

44. Given the comprehensive coverage of the tem-
plate. various data sources need o be tapped to col-
lect the requisite information. Close collaboration
between the monetary authorities and other relevant
government agencies is a prerequisite for timely and
accurate reporting of the template data.

Structure of the Data Template

45. The data template has four sections. Section ]
covers information on the authorities’ foreign cur-
rency resources. including official reserve assets and
other foreign currency assets. Sections {{ and {1l con-
sider data required 1o reveal the net drains on such
foreign currency resources in the short term. Section
1V specifies the memo items on which supplementary
information is needed.

46. The types of data 1o be reporied differ in the
four sections. Section [ concerns stock {position)
data; Sections 11 and III cover foreign currency
inflows and outflows associated with various on-
balance-sheet and off-balance-sheet positions.
Section IV provides supplementary information on
posiiions and flows.

47. Specifically, Section I of the template deals with
the composition and magnitude of a country’s foreign
currency resources, including the authorities’ hold-
ings of various types of financial insiruments.
Reserve assets are distinguished from other foreign
currency assets, facilitating reconciliation between

Structure of the Data Template



existing data countries disseminate on international
reserves and those in the template.

48. Sections IT and I, respectively, address prede-
termined and contingent drains (demands ) on foreign
currency resources in the short term in view of their
different nature. Examples of predetermined drains
on foreign currency resources include those relating
to amortized debt service payments and known com-
mitrnents in forwards, futures, and swaps contracts,
Examples of contingent drains are those associated
with government guarantees, options, and other con-
tingent liabilities. The separate reporting of predeter-
mined and contingent drains on foreign currency
resources is intended to avoid a mingling of the
authorities” actual and potential short-term liabilities.

49. Section [V provides information on (1) positions
and flows not disclosed in Sections [ through 11 but
deemed relevant for assessing the authorities’
reserves and foreign currency liquidity positions and
risk exposure in foreign exchange (for example, the
domestic currency debt indexed to foreign currency);
and (2) additional details on positions and flows dis-
closed in Sections I through IIT (for eéxample, the cur-
rency composition of reserves and pledged assets
included in reserves).

50. Financial derivatives are explicitly covered in
Jour different sections of the template: the disclo-
sure of inflows and outflows of foreign currency
associaled with forwards and futures in nominal
values is addressed in Section I1; notional values of
options positions are covered in Section III; and
net. marked-to-market values of various types of
financial derivatives are to be disclosed in Sections
Tand TV,

Structure of this Book

51. Chapter 2 of these operational guidelines elabo-
rates on steps that can be taken to provide compre-
hensive coverage of the avthorities’ foreign currency
resources, comprising coverage of official reserve
assets and of other foreign currency assets.

I OVERVIEW OF THE DATA TEMPLATE

52. Chapter 3 notes ways to report on predetermined
short-term net drains on the authorities’ foreign ¢ur-
rency resources, including those associated with
loars and securities, forward commitments, and
other foreign currency inflows and outflows.

53. Chapter 4 discusses how contingent demands on
such foreign currency resources are 1o be disclosed,
including those related to government guarantees,
securities with embedded options, and undrawn,
unconditional credit lines. It also sets forth the steps
to be taken to report on the notional values of eptions
positions and explains how stress testing can be
undertaken.

54. Chapter 5 presents ways to provide supplemen-
tary information such as on short-term domestic debi
indexed in foreign currency, pledged assets, marker
value of financial derivatives, other relevant activities
in foreign currency (in particular, securities lent and
collateralized under repurchase agreements), and
currency composition of reserve assets.

58. frem-by-item guidelines are provided for each sec-
tion of the template in the respective chapters. Table 1.1
presents a reference index showing where the item-by-
item guidelines can be found in this document.

56. To facilitate the dissemination of the template
data by countries, Appendix I presents a sample form
for presenting all items of the template and, at the
same time, incorporating deiails called for in the
footnotes of the template and guidelines provided in
this document. For ease of exposiuon, line item§”
identified in the guidelines presented in Chapiers 2
through 5 refer to those shown in the sample form
contained in Appendix IL

57. A summary of recommended guidelines for
reporting specific types of transactions in the tem-
plate is presented in Appendix II. An illustration of
stress-testing of “in-the-money™ options is shown in
Appendix 1V, Appendix V describes the IMF’s redis-
semination of countries’ template data on the IMF’s
website 1o facilitate users’ access 1o the information.
It also provides guidelines for countries 1o report the
data to the IMF for such purpose.

Structure of this Book

Table 1.1 Reference Index for Item-by-Item Guidelines

LA.

k.

IV,

Official reserve assets

(1) Foreign currency reserves
(a) securities
{b] depasits

{(2) IMF reservs position

{3) SDRs

(4} Gold {inciuding gold on lean)

(5} Other reserve assers

Other foreign currency assets

Predetermined short-term net drains

(i) Foreign currency fasni sl saurities

(2) Aggregate short and loeg pasitions in forwards, futures, and Keaps
(3) Other

Contingent short-cermm net draing

{1y Comtirgent llabilites

{2) Sacurivies with embedded optics

(3} Uhredravn, untanditiansd crede lines

(4} Aggregate shart and fong possioos of opticms

Mermo sterms

{1} {a} Shorr-werm domestic curmency delst mdexed to the Exchange e
(b} Financial iestrumants. demaminared In fareign currency and seitied by other meane

{ch Pledged assers
{d} Securities keen and o repo
{e) Financial dervatiwes {nat, markid to market)

(f) Desivatives chat have 3 resduml maturicy greates than o pear, bt 1o AACgn Cals

(2) (a) Currency compoirion of reserves

Paragraph Number!

77
P
91
96
97
98
102

118

159
167
178

1%1
199
206
122

242
247
243
255
262
244
246

! Refers to paragraph numbers in tha dacu—est



I OVERVIEW OF THE DATA TEMPLATE

Box 1.2. Data Template on International Reserves/Foreign Currency Liquidity

(information to be disclosed by the monetary authorities and other central government, excluding social security)'-*3

l. Official reserve assets and other foreign currency assets (approximate market value)?
A. Official reserve assets
(1) Foragn currency reserves (in comvartibke {oreign currencies)
(a) Securities
of which:
issuer headquartored in reparting courry
(b} tomal deposins wiih
(1 other central baniks and BIS
(i) banks hosdquariered in the reporting country
of wlitchy;
Iocared abroad
flilf banks hesdguartered cusside the reporting country
of wiwch:
lecated In th reparting country
{2} IMF reservi perition
{1} SDRs
14} Gold (including pald & lzan)*
(5} Cuhar reieree assecs (spocify)
8. Dithes loregn currenoy &eal [&pacfy)

W, Predetermined short-term not drains on foreign currency assets (nominal value)

| ... Mamarity breakdown (residual maturity)

| i ! . More than | month | More than 3 months

I R T [ Total i Upto |l month | amd i n p ¥
| 1. Foreign surrency loans and securies? ; : I = PSR D e 2040 = |
| & Aggregase shorr and long patitons in forwards I i
and fuzures in Sareign currencles vis-5-wis the |
|  Domesks dirrency {inclading tha farward leg of 1 '

| DurTEnCy swags)’ ! i

i {a) Snor positians .
(b} Long posicions | |
3 Crher {spaciy) i ‘

Structure of this Bools

Il1. Contingent short-term net drains on foreign currency assets (nominal value)

; ] Macurity broaldown fln:ldn:]_@:y_qwheréééplu’:le) i

i Mara thar | manth | Mers dan 1 monos |

Total ‘ Upto Il month | andupro 3 manths | andupto §pear |
i

I. Centingent liabilities ir foreign currency
(a) Collateral guarantees on debt falling :
| due within | year . |
| (b} Other contingent fiatulities ] : |
2. Foreign currency securities issued with |
embedded options {puttable bonds)® |
3. Undrawn, unconditional cradi lines® !
{a) with other central barnks i '
{b) with banks and other financial nEprunans i :
i headquartered in this rRpOT g CoaTry
{c) with banks and other finanda Instibations |
headquartered outsidks the regarting ooy i

4. Aggregate short and long pasiiors of options in i 5 i
foreign currentigs wis d-vis the doenestc currency'” |
(a) Short pasitions | ; i
{1} Bought puts
[y YWirkten tals
(b} Long positans '
{1 Bought cals i |
) %) ¥Wreiten puts
| PRO MEMORIA: in-the-maney cpeora!!
11} At current exchange rates
{(a) Short positon
&) Long positian
12} +5 % (deprociation of 5%) 5
{a) Short position 5
(b} Long position
l3)-5% (appreciation of 5 %)
(2) Short position
{b) Long position
{4) +10 % (depreciation of 10 %)
> B {z) Short pesition i
' {b) Long positicn ; I
15} — 10 % (appreciation of [0 %) !
{a) Short position
(b} Long position

(6) Crhar (specify) : : i
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I¥. Memo items
{1) To be reported with sandard paripdicity and tmpiness: 2
(a) shore-term damestic currency debt indexed 1o the sxcharge rate

[bh finaneia) wstruments dencminacod in faregn currency and sewied by ceher means {e.g.in domestic currency) ¥
[z} pledged assets '*

(d} securitses kert and on repo
(] financial derivatve assecy (nit, maried to marker)

{f) denivatives (forward, futures, or aprions cerdracts) that have a residual manariny gragtar thah ane year, which are subijiecs 1s
margin calls.
(2} To be disciased less frecpuemly [elp.ance a yuar]:
{a) cufrmncy conpasicon of resars {5y groups of namencies)

'In printipte, only istrumants denerinated ind serted s dares i
* gn currunsy {or thoge whose vakaton is directly dupsredent un the sachange rate
and that srw aectled in forelgn corrency) are e be incloded in csagoees 1,11, and 11 of th tamplate. Finarcial nstrumenss denominated in for-eri'gn cur-
rem ind i:flhll m wcher TE': I:dtg;."lﬂ deiraitc frmancy or commodties) are induded as mems ibers undar Section [V,
etk of peditisnm iy allawe ¥ I thigy hive e sem o L are zgainst the sama ¢ i is i
P i i e o L & 23 DUntErErey, and a master netting agreament is in place.
3|l"1anm:"lh:.rdmﬂh dedfined aceording o the IMF Bafore of Poymests Manusl, Fifth Edition,
“lnt games TBE posidond vis-h-wii instsutions hea ered bn che i i i it
i e sy dgimre reporung couniry, in imzrumenis other than deposits or securities, they should
| § .
: Tha vihastion bass for pold assens shehl by dischornd; ideally this would be dani by iliowig the volume and price.
| |r::ud1ngdnl-ﬁ-n P due within the terresponding time harizons. Foreign currency depesis held by nonresidents with central banks should
al th H:;I:l'u ed ;::. Securitien refermed to are thoss soed by the monetary autharities and U central government {exchuding social tecurity}.
EETH chisrs v forsard or futres 118 with a residual maturi h i j i
Mgt e i : ?Hn ty greacer than one year, which could be subject ta margin calls,
ir g
: "’!‘Ill‘:'?"dl Wﬂ::'"ﬂ'ﬂ.l-l-l' Imatuitiey grester chan ane year should e repartsd under tes e a3 those with shorter maturities wil already be

' : : ; " .
F-q:::_ﬂh thauld diinguish potencial inflows s potential outflows resulting from cantingant ines of credit and report them separately, in the

"I the evens char thare bre cpsions positions. with & residual matuci
ter than o wwediich coul j
ber‘pmd = ol ty gre fe yeur, could be subject ra marghs calls, these should
| Thawm “mress-tests” are an snccuraged, rathes than a prescebed, cate i i
3 ¥ . Bitegory af information in the: IMFs Speeial Data Cissemirarion Standard
(SDE5) H.ﬂull.:_uf'l.he Fressiess ooold b disclosed in the form of a graph.As & ruli, neticnal walue should be raprtad, Howeeer, in the c:sea;f
ﬂ.'ih-:l-llﬂ:l-td cptian, the estmated fucure infloswautew sthegld be discdosed. Positioed are "in the momey” o wodld b, wider the assumed vafues
': Digtinguish bitwsn moets snd Habilties where appicbil, :
idemify crpes af istratent the sinacian principles should b the smp a8 i Sectians LT spplicable, the notional
Fnrl'«:'lrdpuﬂhn_s should bu shisw s the same format as for tha noeminal vakse 'of deiiverabie forwardifutures in Section IL.
_’EHra:rru incuded in Seczian | thar are pledged thoad b reported hare,
 Adsets that are lem or repoed should ks ieparied here.whether o nes iy haws bwser included in Secion |l the i
: ; H template, along with a -
cazed Eatalitiee (in Section M) Mowever thess shausd be reported in two SEpArnL citegarie, depamdng on whether or n-:J'::’the}-r hp.‘nlhqan md
in Saction | Smilarty, securities that are banmosad or acquired under repo agreements sheuld be reporied as 2 separate iveitk and treated spmmetri-
tll-llr' Marker valuts shaubd be rportad and the accountng trestment dischabed,
kdeniify types of instruent, The rain charscceristics of inbasil g ubed (o clodans th ekt ks should be disclosed.

value of nondeliverahile

2. Official Reserve Assets and Other
Foreign Currency Assets

(Approximate Market Value)

58. This chapter provides guidelines to assist coun-
tries in reporting data on the authoriiies” foreign cur-
rency resources (comprising reserve assets and other
Jforeign currency assets) in Section I of the template.
[tems T A(1) through L A.(5) are used to report infor-
mation on reserve assets and item 1.B., on other for-
eign currency assets. All items in Section I refer 10
outstanding assets (stock) on the reference date. As
noted in para. 42, to facilitate liquidity analysis, it is
recommended that information on special features of
the reporting country’s reserves management policy
and major sources of funds for reserve assets and
other foreign currency assets be described in country
notes accompanying the template data. 7o enhance
data transparency, it Is also important to indicate in
country notes specific changes in the reporting couin-
try's exchange rate arrangements (for example, the
implementation of dollarization) and their impact on
the level of the country’s reserve asseis.

Disclosing Reserve Assets and Other
Foreign Currency Assets

39. “Reserve assets” are those held by the monetary
authorities for meeting balance of payments financing
needs, for intervention in exchange markets, and for
other purposes. “Other foreign currency asseis” refer 1o
foreign currency assets of the monetary authorities that
are not included in reserve assets, as well as such assets
held by the central government {excluding social secu-
rity funds). For practical purposes, with respect to for-
eign currency assels of the central govermment
{excluding social security funds), only assets that are
materially significant (that is, of substantial positions)
need fo be included in irem LB, of the template.

60. The fifth edition of the IMF Balance of Payments
Manual (BPM5) provides the international guidelines
for the compilation of reserve assets: the BPMS

defines reserve assets as the monetary authorities’
claims on nonresidents. Reviews of data reported by
selected member countries to the IMF 7 indicate, how-
gver, that the coverage of countries’ data on intermna-
tional reserves varies because (1) not all countries
interpret the BPM3 guidelines similarly; {(2) some
countries do not fully disclose their intemational
reserves; and (3) countries may defing reserve assets
differently for operaticnal purposes, for example,
maintaining part of their reserve assets as deposits in
resident '® financial institutions or as investment in
securities issued by resident institutions and including
such claims on residents in their reserve assets.

61. As a 100l for liguidiry management, the templaie
aims to enhance the transparency of existing dissemi-
nation practices of countries on reserve assets and
[facilitates the compilation of such data to meer reserves
management and balance of payments reporting needs.
To facilitate reporting countries’ disclosure of the oper-
ational coverage of reserve assets, while maintaining
the underlying concept of reserve assets as set forth in
the BPM5 for balance of payments reporting purposes,
the template calls for the identfication of the monetary
authorities’ foreign currency deposits in resident finan-
cial institutions and their holdings of foreign currency
securities issued by the foreign branches and sub-
sidiaries of institutions that have their headguarters in
the reporting country. {See later in this chapter,
“Identifying Institwtions Headquartered in  the
Reporting Country and Institutions Headquartered
Quiside the Reporting Country.”)

62. The BPM5 does not allow the inclusion of the
monetary authorities’ foreign currency deposits in

""Countries” data on reserve assets arc reporied 10 the 1MF for publi

cation in the IMF's monthly fnfernational Financial Statistics and the
annual Balance of Paverents Statisies Yearbook,

18 These residemt insitativas include ones “headquanered and located
i the reporting country™ or ones “headquartered abroad bul located in
the reporting country.” See Section I of this chapter for further detail



resident entities in reserve assets except under certain
restrictive conditions. Under the BPMS5, foreign cur-
rency securities issued by entities “headquartered in the
reporting country but located abroad” are external
assets. They can be considered reserve assets if other
cnteria for reserve assets are met. Foreign currency
securilies issued by entities “headquartered and located
in the reporting country™ are not external assets and
should not be included in official reserves. Foreign cur-
rency deposits and foreign currency securities that are
reserve assets should be reported in Section 1A of the
template. Those that do not meet the criteria for reserve
assets but are liquid should be included in Section 1.B.
(See later discussion on reporting “other foreign cur-
rency assets.”) In certain cases, for prudential reasons
and because of creditworthiness considerations, the
monetary authorities place foreign currency deposits
with institutions located in the reporting country or
hold foreign currency securities issued by institutions
located in the reporting country, as part of their reserves
management policy. Such assets should be reported in
Section [.B. of the template under “other foreign cur-
rency assets.” Nevertheless, if such deposits and securi-
lies are reported among official reserve assets in
Section LA, such inclusion should be clearly stated in
country notes accompanying the data in the template,
with their values disclosed. Such disclosure is essential
to enhance data transparency and facilitate reconcilia-
tion of the template data with those reported under the
BPMS framework. (See also “Reconciling Template
Data and the BPMS5 Concept of Reserves.)

63. The rest of this chapter;

* examines key considerations in reporting reserve
assets as set forth in the BPMS, clarifies certain
BPMS5 concepts, and notes the need to promote
comparable data reporting among countries on
international reserves;

» considers the treatment of the different types of
financial instruments in reserve assets:

* elaborates on the treatment of reserve assets held in
resident financial institutions;
discusses the concordance between the template
data on reserves and the major components of
reserve assets as set forth in the BPMS5, with a view
to facilitating the use of the template data for pur-
poses both of balance of payments reporting and
reserves management;

* identifies information that can be reported under the
data category “other foreign currency assets”; and

* provides guidelines for the derivation of approxi-
mate market values for reserve assets and other for-
eign currency assets.

2 OFFICIAL RESERVE ASSETS AND OTHER FOREIGN CURRENCY ASSETS

Defining Reserve Assets

64. Chapter )} provided the definition of reserve
assets as set forth in the BPMS. For easy reference, it
is repeated here. Reserve assels are “external assets
that are readily available to and controlled by mone-
tary authorities for direct financing of payments
imbalances, for indirectly regulating the magnitudes
of such imbalances through intervention in exchange
markets to affect the currency exchange rate, and/or
for other purposes.” (BPMS5, para. 424.) Countries
have jnterpreted “readily available” and “controlled
by™ in varying ways when applying the concept in
practice. Some guidelines for implementing the con-
cept in reporiing data on reserve assets in the tem-
plate are provided below.

Guidelines for Implementing the BPM3 Concept
on Reserves

65. Underlying the BPMS concept of reserves are the
notions of “effective control” by the monetary
authorities of the assets and the “usability” of the
assets to the monetary authorities. Accordingly.
reserve assets are, first and foremost, liquid or mar-
ketable assets readily available to the monetary
authorities.'®

66. 1f the authorities are to use the assets for the
financing of payments imbalances and to support the
exchange rate, the reserve assets must be Joreign cur-
Yency assets.

67. Furthermore, to be liquid such foreign currency
assets musi be in convertible forei gn currencies, that
is. freely usable for settlements of international trans-
actions. A corollary is that asseis redeemable only in
nonconveriible foreign currencies cannot be reserve
assets.

68. In general, only external claims actually owned by
the monetary authorities are regarded as reserve assets.
Nonetheless, ownership is not the only condition that
confers control. In cases where institutional units
(other than the monetary authorities) in the reporting
economy hold legal title to external foreign currency
assets and are permitied to do so only on terms speci-
fied by the monetary authorities or only with their
express approval, such assets can be considered

"*Marketable assets refer 1o (hose that can be bought, sold. and liqui-
dated with minimum cost and time and for which there are ready and
willing sellers and buyers. “Readily available” assets are assets thal
are available with few consirants.

reserve assets. This is because such assets are under the
direct and effective control of the monetary authorities.
To be counted in reserves, such assets are to meet other
criteria as set forth above, including availability 10
meet balance of payments needs.

69. In addition, in accordance with the residency
concept in the BPMS5, “external” assets refer to
claims of the monetary auwthorities on nonresidents.
Conversely, the authorities’ claims on residents are
not reserve assets.*® (See also para. 62.) As will be
clarified later, foreign currency claims of the mone-
tary authorities on residents are “‘other foreign cur-
rency assets” of the monetary authorities and should
be reported as such on section I.B. of the template.

70. Loans to the IMF, which are readily repayable,
are reserve assets (see below under “reserve position
in the IMF”), but other long-term loans provided by
the monetary quthorities to nonresidents, which
would not be readily available for use in times of
need, are not reserve assets. Shori-term loans to non-
residents, however, qualify as reserve assels if avyil-
able upon demand by the authorities.

71. Transfers of foreign currency claims 1o the mon-
etary authorities by other institutional units in the
reporting economy just prior 1o certain accounting or
reporting dates with accompanying reversals of such
transfers soon after those dates {commonly known as
“window dressing”) should not be counted as reserve
assets. If such transfers are included in reserves, they
should be disclosed in country notes accompanying

" theGata.

72. Assets pledged are typically not readily avail-
able. If clearly not readily available, pledged assets
should be excluded from reserves. An example of
pledged assets that clearly would not be readily avail-
able are assets that are blocked when used as collat-
eral for third-party loans and third-party payments.
Other examples of pledged assets that are to be
excluded from international reserves include assets
pledged by the monetary authorities to investors as a
condition for the investors to invest in securities
issued by domestic entities (such as central govern-
ment agencies). Also to be excluded from reserve
assets are assets lent by the monetary authorities to a
third party. which are not available until maturity, and

0 As will be explained later under the section on “Identifying
Institutions Headquartered in the Reporting Couniry.” under certain
circumstances, the monetary authorities’ deposiis in domesuc banks
can be included in reserve assets.

Reporting Firancial Instruments in Reserve Assets

prior to maturity, are not marketable. It pledged
assets are included in reserves, their value should be
reported in Section IV under “pledged assets.”
Pledged assets are to be differentiaied from reserve
assets that are encumbered under securities Jending
arrangements and repurchase agreements (repos).
The reporting of repos and related transactions is dis-
cussed in paras. 85-88. (Pledged assets are separately
identified from securities lent or repoed and gold
swapped in Section IV—memo items—of the tem-
plate. See Chapter 5 for detail.)

73. Reserve assets must actually exist. Lines of
credit that could be drawn on and foreign exchange
resources that could be obtained under swap agree-
ments are not reserve assets because they do not con-
stitute existing claims. (Such lines of credit are,
however, to be reported in Section IIT of the template
and are discussed under contingent foreign exchange
resources in Chapter 4.)

74. Real estate owned by the monetary authorities is
not to be included in reserve assets because real estate
is not ¢considered a liquid asset.

Reporting Financial Instruments in
Reserve Assets

75. Reserve assets include only certain financial
instruments. The BPMJ lists among reserve assels
these instruments: foreign exchange, monetary gold,
special drawing rights (SDRs), reserve position in the
Fund, and other claims. in the data template, foreign
exchange, monetary gold, and other claims corre-
spond closely ro “foreign currency reserves,” “gold,
including gold on loan,” and “other reserve assets.”

76. Monetary gold, SDRs, and reserve positions in
the Fund are considered reserve assets because they
are owned assets readily available to the monetary
authorities in unconditional form. Foreign exchange
and other claims in many instances are equally avail-
able and therefore qualify as reserve assets. Below
are guidelines for reporting data in the template on
these mstruments.

Foreign Currency Reserves—Item LA.{]) of the
Template

77. While the BFM5 defines foreign exchange to con-
sist of holdings of securities, currency and deposits,
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and financial derivatives, the template only explicitly
lists securities and deposits under foreign currency
reserves. Currency is not identified as a separate com-
ponent of the template. The rationale for this treatment
is that currency often is not a major component of
countries’ reserve assets; in reporting data in the tem-
plate, currency should be included in deposits with
central banks in ttem LA.(1)}B)(1). However, for finan-
cial derivatives, the template calls for the separate
reporting of their net, marked-to-market values under
items LA.(5), LB., and TV.(1)(e), as appropriate. (See
later discussion in this chapter and Appendix 1I1.)

78. A reconciliation of these presentational differ-
ences between the 8PMS and the data template is dis-
cussed later in this chapter.

Securities—Item LA.(1}(a) of the Template

79. Securities should include highly liquid, mar-
ketable equity and debi securities; ' liquid, mar-
ketable, long-term securities (such as 30-year U.S.
Treasury bonds) are included. Nonjssued securities
(that js, securities not listed for public trading) are
excluded: such securities are deemed not 1o be liquid
enough 10 qualify as reserve assets.

80. Only foreign currency securities issued by non-
resident entities should be included in this item of the
template. Tt therefore follows that the category “of
which issuer headquartered in reporting country”
should be used 10 report only foreign currency secu-
rities thar are issued by institutions “headquartered in
the reporting country but located abroad” As men-
tioned earlier, foreign currency securities issued by
institutions “headquartered and located in the report-
ing country” are excluded: they are 1o be reported in
Section L.B. of the template if they are liquid assets.
{See the discussion on “other foreign currency
assets” later in the chapier.} (See also para. 62.)

81. When securities reported in the template include
both securities held directly and securities held under
repurchase agreements (repos) and security lending
agreements,” this should be indicated in country

H'Equity securitics include stocks and shares and similar instruments
such as American Depository Receipts (ADRs). Also included are pre-
ferred shares and stocks, imutual funds and investenent trusts. Debt secu-
riwes cover (1) bonds and notes, debentures; and (2) money market
instruments (such as treasury bills, commercial puper, bankers” accep-
tances, negotiable certificates of deposits with origiral maturity of one
year or less) and short lerm notes issved under note msuance Facilities,
Elneluding sell/buybacks and other similar collateralized arrange-
ments. Gold swaps are reported uader item LA (4) of the temaplate.

notes accompanying the data. The template also calls
for the reporiting of securities lent and repoed in item

V(T)d).

82. The term “repurchuse agreements” (repos) in
the template refers to both repos and reverse repos. A
repurchase agreement is one in which a party that
owns securities acquires funds by selling the speci-
fied securities to another parly under simultaneous
agreement to repurchase the same securities at a
specified price and date.?® A reverse repo is one in
which a party provides funds by purchasing specified
securilies pursuant to a simultaneous agreement 10
resell the same securities at a specified price and
date.?

83. Securities lending is considered to be similar to
repos. Securities tending involves the lending of
securities collateralized by highly liquid securities or
in exchange for cash.

84. Accounting practices differ among countries for
the treatment of securities under repos/reverse repos
and security lending. Some countries, for example,
record repos as transactions in securities, in which
the securities are deducted from the balance sheet and
the funds acquired are added to the balance sheet.
Others. however, do not deduct the securities on the
balance sheet; instead, they show the funds obtained
from the repo transaction as an asset on the balance
sheet, counterbalanced by a liability (a collateralized
loan) shown on the balance sheet for the funds
acquired that need to be repaid. /n light of the differ-
ent treatinenis for repos, the template requires thai
countries provide information on the accounting
treatment used. Such information is 1o be disclosed in
couniry notes accompanying the daia on repos.

85. In reporting repos and related activities, it is
important 1o avoid double-counting both the funds
received and the securities repoed among reserve
assets. Itis also essential to characterize accurately the
nature of repo transactions and to maintain data trans-
parency. For these reasons. it is recommended that
repo activities be reported in the template as follows:
(1) Forarepo, the funds received should be shown as
an jncrease in deposiis among reserve assets, and
the securities repoed should be removed from
Section I.A. of the template and recorded in item
IV.(1)(d) (Securities lent and on repo) under

0r on demand, for some contracts.
0r on demand, fur some contragts.

B

“lent or repoed but not included in Section 1.”
{See sample form in Appendix 11.)

(i1) For a reverse repo, the funds provided to the
counterparty should be reflected as decreases in
deposits among reserve assets, and the securities
acquired shown under item ['V.{1}{d} under “bor-
rowed or acquired but not included in Section [.”
{See sample form in Appendix IL.) In addition, if
the claim (i.e., a repo asset) arising from the funds
provided is liquid and available upon demand to
the monetary authorities, the decline in deposits
should be counterbalanced by the recording of
such a repo asset in reserves under item LA(5)
“other reserve assets.” (For recording such claims
that are not liquid, see {iv) below.)

(il1) Where countries leave securities repoed in
reserve assets and a1 the same time record the
cash received among deposits under item
L.A.(13(b) of the template (i.e., using the ¢collater-
alized loan approach). a . future predetermined
forgign currency outflow associated with the
return of the cash (plus interest payments) should
be reported in item 1.3 of the template. The secu-
rities repoed should also be shown in item
[V(1)(d) under securities “lent or repoed and
included in Section 1.” (Se¢ also Chapter 3 on the
reporting of foreign currency inflows and out-
flows related to repo activities.)

{(1v) For a reverse repo, where the securities received
are not included in reserve assets and the
decrease in foreign currency is reflected in otal
deposits in item L.A.(1)(b), and the repo asset so
acquired is not liquid and not available on
*demand to the monetary authorities, a future pre-
determined cash inflow associated with the
return of the securities borrowed should be
recorded in item II.3. The securities acquired
under the reverse repo should be recorded in item
IV.(1}(d) of the template under securities “bor-
rowed or acquired but not included in Section [.”
(See also Chapter 5 and Appendix I11.)

86. Where the monetary auothorities undertake a
reverse repo and subsequenily repo out the secuori-
ties (obtained in the reverse repo) for cash, this
should be reported in the following way: a reverse
repo transaction is first reported, as illustrated in
para. 85(ii) or (iv) above: this is fellowed by the
recording of a repo transaction, as discussed in para.
85(i) or (iil) above; and the values of the securities
involved are disclesed separately under reverse
repos and repos in item IV(1)d) of the template.
(See also Appendix 111.)

87. Where the monetary authorities undertake a
reverse repo and subsequently sell the securities
received, this should be reported as follows: a reverse
repo (ransaction is first reported, as illustrated in
para.85(ii) or (iv) above: this is followed by the
recording of a transaction in securities in which the
market value of the securities sold should be
deducted from 1A .(1)(a) and funds received from the
sale of securities should be added to total deposits.

88. The same treatments described above should be
applied to securities lent/borrowed in exchange for
cash. Where securities are lent/borrowed with other
securities used as collateral and no cash is exchanged,
the transaction should not be reported in Section I of
the template but recorded in ttem IV(1)(d) under secu-
rities lent or on repos, with accompanying country
notes indicating that securities are acquired as collat-
eral in security lending activities. (See Appendix I1I,
item (9).) The rationale for this appreach is that col-
lateral generally 1s not recognized on the balance
sheet. In cases where securities are lent/borrowed
with other securities used as collateral and such activ-
ity is accomplished through methods synonymous
with first undertaking a repo and subsequently under-
taking a reverse repo, such a transaction can be
recorded 1n Section LA, to show a decrease in “secu-
rities,” counterbalanced by an increase in repo assets
to be shown in item T.A.(S) under “other reserve
assets,” provided that the repo assets so acquired are
liquid and that they meet the criteria of reserve assets.
The recording of such securities lending activities in
Section [.A. of the template is 10 be clearly stated in
country notes accompanying the data.

89. The BPM3J does not address the quality of
reserve assets per se. In practice, however, in order to
be readily available to the authorities to meet balance
of payments financing and other needs under
adverse circumstances, reserve assefs generally
should be of high quality (investment grade and
above).?® If reserve assets include securities below
investment grade, this must be indicated in country
notes accompanying the data.

90. For the recording of securities issued by entities
headquartered in the reporting couniry, see the next
section “ldentifying Institutions Headquartered in the
Reporting Country and Institutions Headquartered
Qutside the Reporting Country.”

* Information available from raling agencies can be supplemented by
other criteria (including the creditworthiness of the counterparty) o
determine the quality of the securities,

Reporting Financial Instruments in Reserve Assets



Total Deposits—Itemn LA.(1)}{b) of the Template

91. Deposits refer to those avaitable on demand.;
consistent with the liquidity concept, these generally
refer 1o demand deposits. Term deposits that are
redeemable upon demand can also be included.

92. Deposits included in reserve assets are those held
in foreign central banks, the Bank for International
Settlements (BIS), and other banks. The term “banks”
generally refers 1o financial depository institutions?®
and encompasses such institutions as “commercial
banks, savings banks, savings and loan associations.
credit unions or cooperatives, building societies, and
post office savings banks or other government-con-
rrolled savings banks (if such banks are institutional
units separate from government)” { /993 SNA).

93. Because short-term loans provided by the mone-
tary authorities to other central banks, the BIS, the
IMF (such as the ESAF Trust Loan Account), and
depository institutions are much like deposits, itis dif-
ficult in practice to distinguish the two. For this rea-
son, the reporting of deposits in reserve assets should
include short-term foreign currency loans. thar are
redeemable upon demand, made by the monetary
authorities 1o these nonresident banking entities.
Short-term foreign currency loans, that are available
upon demand, made by the monetary authorities to
nonresident nonbank entities can be disclosed in
“other reserve assets” under LA(5) in the template.

94. As discussed earlier, currency holdings are to be
reported in total deposits under item 1.A.(1)(b)(i).
Currency consists of foreign currency notes and coins
in circulation and commonly used to make payments.
{Commemorative coins and uncirculated banknotes
are excluded.)

95. For the recording of deposits with institutions
headquartered in the reporting country, see the next
section, “‘Identifying Institutions Headquartered in the
Reporting Country and Instiutions Headquartered
Outside the Reporting Country.”

*The BPMS (para. 516) defines banks as the “other (than the central
bank) deposilory corporations™ and, in the 1993 System of National
Accounts {1993 SNA). banks are defined as the “other (than the cen-
tral bank} depository institutions” in the financial corporate sector.
Inciuded are instinntional unils engaging in financial intermediation
as a principal activity and having habilities in the form of deposits or
fnancial instruments (such as short-term certificates of deposits) that
are close substitutes for deposits. Deposits include those pavable on
demand and transferable by check or otherwise usable for making
payments and those thal, while not readily mansferable, may be
viewed as substitules for transferable deposits.
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IMF Reserve Position—Item L.A.(2) of the Template

96. Reserve position in the IMF is the sum of (1)
SDR and foreign currency amounts that a member
country may draw from the IMF at short notice and
without conditions from its “reserve tranche.’?’ and
(2) indebtedness of the IMF (under a loan agreement)
readily available to the member country including the
reporting country’s lending to the IMF under the
General Arrangements to Borrow (GAB) and the
New Arrangements ioc Borrow (NAB).

Special Drawing Rights (SDRs)—Item |.A.(3) of
the Template

97. SDRs are international reserve assets the IMF
created to supplement the reserves of IMF member
couniries. SDRs are allocated in proportion to the
countries’ respective quotas.

Gold (Including Gold on Loan)—item L.A.(4) of
the Template

98. Gold in the template refers to gold the authorities
own. Gold held by monetary authorities as a reserve
asset (1.e., monetary gold) is shown in this item.?8 All
other gold held by the authorities (e.g., gold held for
trading in financial markets) is not monetary gold and
should be included under “other foreign currency
assets” in Section IB. of the template. In addition.
holdings of silver bullion. diamonds, and other pre-
cious metals and stones®’ are not reserve assets and
should not be recorded in the template. The term
“gold on loan” used in the template refers to ggld
deposits (and gold swapped, if the swap is treated as
a collateralized loan; see below).

99. Gold deposits are to be included in gold and noi
in total deposits. 1n reserves management, it is corn-
mon for menetary authorities to have their bullion
physically deposited with a bullion bank, which may
use the gold for trading purposes in world gold mar-
kets. The ownership of the gold effectively remains
with the monetary authorities, which eamn interest on

“"Reserve-tranche positions m the IMF are liguid claims of members
on the IMF that arise not only from the reserve asset payments for
quota subscriptions bur also, for members in strong exlernal posi-
tions, from the sale by the IMF of their currencies to meet the demand
for use of IMF resources by other members in need of balance of pay-
ments support.

2Such gold is treated as a financial instrument because of its histori-
cal role in the inernational monetary system,

*These precious metals and stones are considered goods and not
financial ussets.

b

Identifying Institutions Headquartered Both Within and Qutside the Reporting Country

the deposits, and the gold is returned to the menetary
authorities on maturity of the deposits. The term
maturity of the gold deposit is often short, up to six
moenths. To qualify as reserve assets, gold deposits
must be available upon demand to the monetary
authorities. To minimize risks of default, monetary
authorities can require adequate collateral (such as
securities) from the bullion bank. It is important that
compilers not include such securities collateral in
reserve assets, thereby preventing double counting. >

100. In reserves management, monetary authorities
also may undertake gold swaps.™ In gold swaps, gold
is exchanged for ¢ash and a firm commitment is made
by the monetary authorities to repurchase the quan-
tity of gold exchanged at a future date. Accounting
practices for gold swaps vary among countries. Some
countries record gold swaps as transactions in gold,
in which both the gold and the cash exchanged are
reflected as oftsetting asset entries on the balance
sheet. Others treat gold swaps as collateralized loans,
leaving the gold claim on the balance sheet®? and
recording the cash exchanged as two offsetting asset
and liability entries on the balance sheet,*

101. For the purpose of the template, 1t 1s recom-
mended that gofd swaps the monetary authorities

11 the secunities received as collateral are repoed out for cash, a repo
transaction should be reporied. as discussed earlier under “secunities.”
Such gold swaps generally are underiaken between monetary
authoriiies and with financial institabions.
2 This reatment is consistent with BPM 3 (para. 434) 1o the extent that
the swap is between monetary authorities. The rationale is thal in a
-gold gwap, the monelary authorities swap gold for other assels (such
as foreign exchange) and that this involves a change in ownership
The ownership of goM is retransferred o the original owner when the
swap is unwournd al a specific date and at a specific price.
33 This treatment applies only when an exchange of cash against gold
occurs, the commitment to buy back the gold is legally binding, and
the repurchase price 1s fixed at the time of the spot iransaction. The
logic 1s that in a gold swap the “economic ownership™ of the gold
remains with the monetary amhonties, even thovgh the authorities
temporarily have handed over the “legal ownership.” The commit-
ment to repurchase the guantity of gold exchanged is firm (the repur-
chase price is fixed in advance). and any movement in gold prices
alter the swap affects the wealth of the monetary authonities. Under
(his weatment. the gold swapped remains as a reserve asset and the
cash received is a repo deposit. Gold swaps commonly permit central
banks' gold reserves to eamn interest. Usoally, the central banks
receive cash for the gald. The counterparty generally sells the gold on
the market bt typically makes no delivery of the gold. The counter-
party often is & bank that wanis 10 Lzke short positions in gold and bets
that the price of gold will fall or is one that takes advantage of arbi-
trage possihihuies offered by combiring a geld swap with a gold sale
and a purchuse of a gold future. Gold producers sell gold futures and
forwards to hedge their future gold production. Trealing gold swaps
as collateralized loans instead of sales also obviates the need 10 show
frequent changes in the volume of gold in monetary authoritics’
reserve assels, which, in wm. would affect world holdings of mone-
tary gold as well as the net lending of central banks.

undertake be treated in the same ways as repos and
reverse repos. (See para. 85 and Appendix Iil.)

Other Reserve Assets—Item LA.(5) of the
Template

102, “Other reserve assets” include assets that are

liquid and readily available to the monetary authori-

ties but not included in the other categories of reserve
assets. These assets include the following:

« the net, marked-to-market value of financial deriv-
atives positions (including, for instance, forwards.
futures, swaps, and options) with nonresidents, if
the derivative products pertain to the management
of reserve assets, are integral to the valuation of
such assets. and are under the effective control of
the monetary authorities. Such assels must be
highly liquid and denominated and settled in for-
eign currency. Forwards and options on gold are 10
be included in this item. “Net” refers to asset posi-
tions offset by liability positions,**

* shori-term foreign currency loans redeemable upon
demand provided by the monetary authorities 10
nonbank nonresidents.

* repo assets that are liquid and available upon demand
to the monetary authorities. (See also para. 85(ii).)

Identifying Institutions Headquartered
in the Reporting Country and
Institutions Headquartered Outside
the Reporting Country

103. To enhance the comparability of data across
countries and provide additional insight into factors
that may affect the liquidity of reserve assets, the rem-
Dlare distinguishes between institutions headquartered
and not headquartered in the reporting country. In the
lemplate, “institutions headquartered in the reporting
couniry”’ refer to domestically-conirolled institutions,
as oppose«! to foreign-controlled institutions. The latter
are referred to as “institutions headquartered outside
the reporting country.” One rationale for this distinction
is that assets held in institutions headquartered in the
reporting country may not be liquid or available to the
authorities in times of a financial cnisis. Another 15 that
in crisis situations the monetary authonties could be
constrained by concerns about the impact of their for-
eign exchange operations on the liquidity situation of

#Gee also Chapler 5 for a discussion on reporting of macked-lo-mar-
kel values of financial derivatives in the template. including “nening
by novation.”
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domestically-controlled institutions. Yet another reason
is that the authorities conceivably could influence the
disposition of assets held in institutions headquartered
in the reporting country.

104. The term “headquartered in the reporting coun-
try” refers to institutional units that consist of a head-
quarters unit in the reporting country together with its
branches and subsidiaries® in the reporting country
and abroad, The term “headquartered in the reporting
country but located abroad” refers 10 the foreign
branches and subsidiaries of the headquarters uni.

105. The term “headquartered outside the reporting
country” refers to institutional units that consist of a
headquarters unit outside the reporting country
together with its branches and subsidiaries outside
the reporting country and in the reporting country.
The term “headquartered abroad but located in the
reporting couniry” refers to resident branches and
subsidiaries of such headquarters unit.

Guidelines for Compiling ltems LA.(1)(a),
LA.(b)(ii), and LLA.(b)(iii) of the Template

106. The headquartering disunction applies to
reserve assets in the form of deposits in banks and,
to a lesser extent, securities. For the sake of sim-
plicity, such detail is not required for the data cate-
gory on “other reserve assets” uniess sizable assets
are held in institutions headquartered in the report-
ing country, in which case they are 10 be reported in

separate lines. reserve assets. If they are included, the amounts CRE L
_ ! : | e =+ =
W07. D o ] .should be clearly stated in country notes accompany- Reserve Assets Corresponding to Template {rem Official Reserve Assets
. Deposits in bcmka? are to be separately reported ing the data. Monetary gold LA(4) Er i Dol reserve atiars
fmder the headquartering f{f-””?(—‘”(?f?- Under the res- Special drawing rights LALZ) (1) Foraign currency reserves (in converdble foreign currencies)
idency concept set fOI‘Il.l in the BPMS, monetary 10%. Under the BPMS5, holdings of foreign currency Regervs. pk S oy eI LA Y. Shruriney
authorities’ deposits held in resident banks (including securities issued by entities “headquartered and [ore T LA biare
banks “headquartered and located i h i ; . 4 n Currency and deposits’ LA D) issuer headquartered in reporting country
¢d In the reporting located in the reporiing country” represent th g fa o B
country” and banks “head d ab S i = Y pres € With monetary authorities LA Y BYD {b) Total deposits with:
| o : Cluéf}‘tere a road_ but authorities’ claims on residents; such assets, there- With banks LAY, Gily (i) other central banks and BIS
ocated 1n the reporting country } do not constitute fore, are not considered external assets; where such Securities LA () {if) banks headquartered in the reporting country
external claims on nonresidents and are not consid- assets are liquid and readily available, they should be ity i
ered reserve assets. Nonetheless, the 82M3 permits reported under Section B, of the template. (See also op i LA _ _
the authorities’ foreien currency de; osits held . L ’ Money market instruments {iiiy banks headquartered outside the reporting country
ident bank. (banks ]‘:’ di ¥ dep S_ eld in res- para. 62.) Holdings of securities issued by entites Financial derivatives™ LA{5} of which:
s (banks located in the reporting country, ‘headquartered in the reporting country but located Other chims™ LA{S), LA.{1},1.B. located in the reporting country

whether they are domestically-controlled or foreign-
controlled) to be included in reserves under certain
restrictive circumstances. In particular, this may be
permitted when the banks located in the reporiing

upon nenresident entities and the counterpart claims
are under the effective control of the monetary
authorities and readily available to them to meet bal-
ance of payments financing and other needs.

108. Some countries include monetary authorities’
foreign currency deposits in resident banks as reserve
assets, whether or not the above-mentioned condition
of counterparty claims is met. (As noted in para. 62,
under such ciccomstances, the inclusion of such
deposits among official reserve assets should be
clearly stated in country notes accompanying the tem-
plate. with their values disclosed.) Others do not
nclude any deposits in resident banks when calcuiat-
ing reserve assets. In view of the varying country
practices, line LA.(5) (ii), “banks headquartered in
the reporting country,” should be used to report the
monetary awihorities’ deposits in domestically-con-
trolled banks, the line “of which located abroad,”
should be used to report the monetary authorities’
deposils in foreign branches and subsidiaries of
domestically-controlied banks. Line LALB) (i),
“banks headquartered outside the reporting country”
should be used to disclose deposits in foreign-con-
trolled banks; the line “of which located in the report-
tng country” should be used 1o report deposits in
Joreign-controlled banks’ branches and subsidiaries
located in the reporting couniry. In cases where the
monetary authorities have ownership stakes in institu-
tions headquartered and located outside the reporting
country, the monetary authorities’ deposits in such
nonresident institutions shounld not be included in

abroad” can be included in reserve assets if they meet
the relevant criteria; these securities should be
reported under item . A.(1)(a). (As noted in para. 62,
in cases where foteign currency securities issved by

Reconciling Template Data and the BPMS5 Concept of Reserves

Reconciling Template Data and the
BPMS5 Concept of Reserves

119. In principle, official reserve assets specified in
Section LA. of the data femplare should correspond to
the data on international reserves countries compile
for balance of payments purposes under the guide-
{ines of the BPMS5. Where countries do not now
adhere 10 the BPM 5, the operational guidelines pro-
vided in this document are intended io promote coun-
tries’ adherence to such an international standard and
the full disclosure of their operational coverage of
reserve assets. (See also para. 62.)

111. Official reserve assets shown in Section L A. of
the template and the BPMS5 components of reserve
assets can be reconciled through a concordance of the
two presentations as discussed below.

112, The BPM5 lists types of reserve assets in this
order: monetary gold. special drawing rights (SDRs),
reserve position in the Fund, foreign exchange (viz.,
currency and deposits, securilies, and financial deriv-
atives), and other claims. In the data template, reserve
assels are identified to include foreign currency
reserves (viz.. securities and deposits), IMF reserve
position, SDRs, gold, and other reserve assets. The
reordering of the components as shown in the data

template reflects the prominence of foreign exchange
in reserves management in today's global financial
environment. As noted earlier, the components of for-
eign currency reserves and other reserve assels in the
data template together correspond closely to the
BPMS coverage under foreign exchange and other
claims. (See Table 2.1.)

113. Since countries report curency in total deposiis
in the template, 1tem 1.A.(1)(b) corresponds to cur-
rency and deposits under foreign exchange reserve
asscts listed in the BPMS.

114, In deriving deposits in reserve assets under the
BPMS5 concept, one generally would include only
these items shown in Section LLA. of the template: (1)
deposits with other central banks, the BIS, and the
IMF, (2) deposits held in foreign branches and sub-
sidiaries of domestically-controlled banks, and (3)
deposits in banks “headquartered and located outside
the reporting country.”” The BPMS5 allows deposits in
resident banks to be included in reserve assets only
under certain restrictive circumstances,

115. With respect 1o securities, holdings of foreign
currency securities issued by nonresident entities to
be included in [.A.(1)(a) and netl. marked-to-market
values of highly liquid financial derivatives positions
with nonresidents to be included in LLA.(5) of the

Table 2.I Concordance Between Classifications of Reserve Assets in BPM35 and the Template

{2) IMF reserve position

(3} SDRs

(4) Gold (including gald en loan)
{5) Other reserve assets (specify)

* Excludes deposits in banks located in the reporting country untess certain restrictive conditions are met (see text).
" Showing a separate line for financial derivatives is a provisional guideline in BPMS and subject to review.
‘™ Only to the extent thar working balances abroad of government nonmonetary agenties or assets that are held by banks and subject to the control of the monetary authorities are

couniry have counterpart foreign currency claims institutions located in the reporting couniry are

included in official reserve assets, such securities

¥ Branches” refer 1o 1_1m'n:.'. rporaled entitics wholly owned by the .
parent (headguarters) institution; snd sul=idiaries, to meorporated should be Clearly stated in country notes accompany- b iy
entitics more than 30 percent owned by the parent institution. ing the template, with their values disclosed )




templa_lc, taken together, broadly correspond to
securities” and financial derivatives listed in
reserve assets in the BPMS5. (See Table 2, footnote.)

1_16. Given the coverage of items [.A.(1) under “for-
C1gn currency resecves” and LA.(5) under “other
reserve assets” of the data template, these two items
broadly correspond 10 “foreign exchange” in reserve
assetls shown in the BPMS.

117. Both the BPMS and the data template prescribe
market valuation of reserve assets. There should be
na difference in the value of reserve assets reported
under the BPMS5 and that shown for officjal reserve
assets under Section LA. of the data template. Where
countries apply inconsistent valuation methods for
balance of payments reporting purposes and for com-
piling the template data, reconciliations will need to
take account of the different methods used in the val-
uation of international reserves.

Defining Other Foreign Currency Assets

118. The foreign currency liquidity of a country s
assessed b){ comparing its total foreign currency
resources with 1ts short-term predetermined and con-
tingent drains on such resources. Foreign currency
resources include reserve assets and other foreign
currency assets of the authorities. Based on this lig-
uidity concept, “other foreign currency assets,” like
reserve assets, smust be liquid foreign currency assets
that meet the criteria of being available for use by the
authorities in times of a crisis. Pledged assets that are
clearly not readily available should be excluded.

Other Foreign Currency Assets—Item L.B. of the
Template

119. Like reserve assets, these assets must be in
converiible currencies so that they can be available
on demand to meet foreign currency needs of the
authorities.

120. Like reserve assets, these assets must represent
actual claims; credit lines and swap lines are not 10
be included.

121. Like reserve assets, these assets must be setrted
.fn foreign currencies; foreign currency assets settled
n domestic currencies should be disclosed in Section
IV under memo items.

2 OFFICIAL RESERVE ASSETS AND OTHER FOREIGN CURRENCY ASSETS

122. Unlike reserve assets, these assets do not need
10 be external assets; they can be claims on residents,

123. Liquid foreign currency claims on nonresidents
not included in reserve assets should be included in
“other foreign currency assets.”

124. These assets should be reported both for the
monetary authorities and for the central government
(excluding social security funds). As noted earlier, in
view of the difficuities of collecting information from
the central government, only assets of these entities
that are materially significant should be included

125. Examples of “other foreign currency assets”

include:

* The authorities’ foreign currency deposits in banks

“headquartered and Jocated in the reporting courn-

try” not inciuded in reserve assets.

The aothorities foreign currency deposits in banks

“headquartered abroad but located in the reporting

country.”

The authorities’ investment in foreign currency

securities issued by entities “headquartered and

located in the reporting country.”

Gold held by the authorities for trading in financial

markets.

* Net marked-to-market values of highly liguid
financial derivarives that represent (1) net claims of
the monetary authorities on residents, and ¢2) net
claims of the central government (excluding socia)
security funds) on residents and nonresidents.

* Working balances abroad of government agencies
available for immediate use. Nonetheless, if these bal-
ances are not large and reporting would entail a sig-
nificant administrative burden, they could be omiited.

*

126. In reporting “other foreign currency assets” in
the template, countries need to specify the major cat-
egories of such assets.

127. If assets are reclassified from reserve assets 10
other f_oreign currency assets, this should be explicitly
stated in country notes accompanying the template.

Applying Approximate Market Values
to Reserve Assets and Other Foreign
Currency Assets

128. In principle, “reserve assets” are 10 be valued at
market prices. For purposes of the template, “other

Applying Approximate Marlet Values to Reserve Assets and Other Foreigh Currency Assets

foreign currency assets” of the authorities should be
valued on a similar basis. In practice, however, account-
ing systems may not gencrate actual market values on
all reporting dates for all classes of instruments. In
these cases, approximate market values may be substi-
tuted. In valuing reserve assets and other foreign cur-
rency assels, interest earnings, as accrued, on such
foreign currency resources should be included.

Guidelines for Applying Market Valuation on
Assets

129. The market valuation should be applied to
reserve assets and other foreign currency assets out-
standing (that is, the stock of the assets) on the refer-
ence date (that is, ar the end of the appropriate
reporiing period). If necessary, the stock of assets on
the reference date can be approximated by adding the
net cumulating flows during the reference period to
the stock at the beginning of the reference period,

130. Periodic revaluations of the different types of
assets should be undertaken to establish benchmarks
on which future approximations can be based. Itis rec-
ommended that such benchmark revaluations be
undertaken at least on a quarterly basis. For gach
reporting period, at a minimum, the value of foreign
currency instruments should be adjusted using the
market exchange rates applicable on the reference date
to arrive al an approximate market value of the assets.

Securities

131+ The stock of equiry securities of companies
listed on stock exchanges can be revalued based on
transaction prices® on the revaluation date. If such
transaction prices are not available, the midpoint of
the quoted buy and sell prices of the shares on their
main stock exchange on the reference date should
provide a useful approximation.

132, For debt securidies, the market price is the
traded price on the reference date and includes
accrued interest. if that value is not available, other
methods of approximation include yield to maturity,
discounted present value, face value less (plus) writ-
ten value of discount {premium), and issue price plus
amortization of discount (premium).

*5 Usually, these are the quoted sales price ai the close of trading on
the revaluaion date.

Currency and Deposits

133. The market value of currency and deposits gen-
erally is reflected in their nominal {face) value.

Financial Derivatives

134. Financial derivatives reported in Section [ are
to reflect their market values. For futures contracts,
this involves marking to market, which usually pre-
cedes the daily settlement of gains and losses. The
markel value of swap and forward coniracts is
derived from the difference between the initially
agreed contract price and the prevailing (or expected
prevailing) market price of the underlying item. The
market values of options depend on a number of fac-
tors including the contract (strike) price. the price and
price volatility of the underlying instrument, the time
remaining before expiration of the ¢ontract, and
interest rates. (See also Chapter 5.)

Monetary Gold

135. Monetary gold is valued at the current market
price of commodity gold. The basis of valuation
(such as the volume and the price used in the compu-
lation) is to be disclosed. (The sample form in
Appendix 1I provides the specific reporting of the
volume of gold, with the expectation that the price
could be deduced from the reported data.)

SDRs

136, SDRs are valued at an administrative rate deter-
mined by the JMF. The IMF determines the value of
SDRs daily in U.S. dollars by summing the values,
which are based on market exchange rates, of a
welighted basket of currencies. The basket and
weights are subject to revision from time to time.

Reserve Position in the IMF

137. The reserve position in the IMF is valued at a
rate reflecting current exchange rates (of the SDR
against the currency used o report the template data
for the reserve tranche position, and of the currency
in which loans are denorminated in the case of out-
standing loans to the IMF by the reperting couniry).



-

3. Predetermined Short-Term Net Drains
on Foreign Currency Assets

(Nominal Value)

138. Section I of the template is used to report the
authorities’ predetermined short-term net drains on for-
eign currency assets. “Predetermined” drains are the
known or scheduled contractual obligations in foreign
currencies. Contractual obligations of the authorities
can arise from on-balance-sheet and off-balance-sheet
activities. On-belance-sheet obligations include prede-
termined paymenis of principal and interest associated
with loans and securities. (See also footnote 6 of the
dgta template.} Off-balance-sheer activities that give
fis¢ to predetermined flows of foreign currency include
commitments in forwards, swaps, and fumres contracts.

Defining Predetermined Drains

139. Shori-term drains refer 1o contractual foreign
currency obligations scheduled to come due during
the 12 months ahead. “Ner drains” refer to outflows
of foreign currency net of inflows. Quiffows are 1o be
reporied separately from inflows.

140. Outflows consist of scheduled amortizations of
foreign currency obligations and associated interest
Payments during the coming year and scheduled
deliveries of foreign currencies under forwards.
futures, and swap contracts. Inflows comprise oblig-
ations due to the authorities in the 12 month period
ahead arising from on- and off-balance-activities.
Note, however, with respect 1o foreign currency
inflows associated with assets of the authorities, only
those pertaining to assets not covered in Section I of
the template are to be included. For example, foreign
currency assets shown in Section I include accrued
interest and thus interest on such assets should not be
recorded in Section [1. Similarly, proceeds from the
sale of foreign currency assets (such as securities) are
reflected in the positions shown in Section I as
increases in foreign currency deposits and decreases
in securities. In addition, only inflows that are
expected to be received should be reported. (See also

later discussion in this chapter under “Reporting
Other Foreign Currency Drains.”)

141. The predetermined foreign currency flows cov-
ered in Section 11 of the template can emanare Jfrom
positions vis-d-vis residents and nonresidents. The
predetermined foreign currency flows covered in
Section 1] of the template refer to those that emanate
Jrom the authorities’ balance-sheer and off-balance-
sheet positions vis-a-vis residents and nonresidents.

142, Whether an obligation is short term is defined
on the basis of its remaining maturiry. “*Short term”
refers to a period up to and including one vear. Thus,
short-term obligations inciude those with an original
matuority of one year or less and those with longer
original maturities whose remaining maturity is one
year or less. In the template, they also include any
amortization and interest payments falling due during
the coming year on obligations with an original matu-
rity of more than one year.

143. Predetermined drains covered in Section 1] of the
template are those of the monetary authorities and the
central government, excluding social security funds.
As stated in footnote 11 in para. 20, the operation of a
currency board does not remove the requirement to
report data on the central government in the template.

Reporting Data on Predetermined
Drains

144, In reporting data on predetermined drains. a num-
ber of considerations need to be taken into account.
Unlike data in Section T of the template, which pertain
to stock data showing foreign currency assets of the
authorities on the reference date (the last day of the ref-
erence period), information required in Section 17 con-
cerns outflows and inflows of foreign currency during

the 12 months following from the reference date. The
time horizon is broken into the three subperiods: “up to
one month.” “more than one month and up to three
months,” and “more than three months and up to one
year.” The finer breakdowns of the time horizon are
intended to facilitate a more detailed assessment by pol-
icymakers and market participants of the authorities’
liquidity position. The “total” column jn Section I of
the template is to reflect the sum of the three subperiods.

145. Unlike foreign currency assets reported in
Section I of the template, which are to be disclosed at
approximate market values, inflows and outflows of
foreign currency in Section [l of the template are to
be recorded in nominal values; that is, the cash-flow
value when the flows take place. No discounting for
such flows is needed.

146. When converting foreign currency loans, securi-
ties, and other on balance-sheet obligations to the cur-
rency used in the reporting of the data, the exchange
rate to be used is the market raie applicable at the ref-
ercnce date. For forwards, futures, and swaps, the
exchange rate specified in the contract {the strike
price) should be used to determine the nominal value,
which then can be converted to the reporting currency
at the market exchange rate for the reference date.

147. In reporting domestic currency instruments
that settle in foreign currency, the domestic cur-
rency flows should first be converted 1o foreign cur-
rency at the exchange rate specified in the

_instrument; they then should be converted to the

rel:?érling currency at the market exchange rate
applicable at the reference date.

148. The computation of net drains (net flows)}
requires that inflows and outflows be recorded with
opposite signs; plus signs (+) are used for inflows and
minus signs (—), for outflows. Net drains (net flows)
can have a (+) or a (~) sign.

149, Obligations relating to loans and securities
(viz.. debt service payments of principal and interest)
involve foreign currency outflows; the minus sign (-}
should accompany the data. Corresponding foreign
currency obligations due to the authorities are io be
recorded with a {+) sign. In addition, interest pay-
ments showld be reparted separately froni principal,
{See sample form in Appendix I1.)

150. in the case of predetermined currency flows
related to financial derivatives contracts, short posi-

Reporting Data on Predetermined Drains

tions {correspoading to outflows) and long positions
(corresponding to inflows) should be distinguished
by (=) and (+) signs. respectively. The aggregate {(net)
position may have either sign. The disclosure of gross
positions is required in order to provide more com-
plete information on the foreign currency flows of the
authorities, but netting is allowed if offsetting posi-
tions are maintained with the same counterparty and
at the same maturity and insofar as a legally enforce-
able master netting agreement exists allowing settle-
ment in net terms. This procedure is generally
referred to as netting by novation.*” Netting by nova-
tion also is allowed for matched positions on orga-
nized exchanges.

151. Since repos and reverse repos are different in
nature from traditional loans and securities, it 18 rec-
ommended that if the accounting practices noted in
para. 85(iii) and (iv} are followed, foreign currency
outflows and inflows associated with repos and
reverse repos should be recorded in item I1.3. of the
template, with outflows separately identified from
inflows and accompanied by appropriate signs. In par-
ticular, as explained in para. 83(iii), predetermined
foreign currency outflows associated with repos
should be reported in Section [1.3 of the template if the
securiiies provided as collateral remain in reserves.
Predetermined foreign currency inflows relating to
reverse repos should be recorded in Section 1.3 when
the repo asset is not liquid and not recorded in
reserves {para. 85(iv)}. This will facilitate the cross-
checking of data reported in Sections 1, 1], and IV of
the template on repos and related activities undertaken
by the authorities. Foreign currency flows associated
with repos and reverse repos should be separately
identified from other short-term flows in item I1.3.

152. Amortization schedules are good date sources
for deriving information on gross foreign currency
outflows and inflows related to repayments on short-
term loans and installments on long-term loans and
associated interest payments falling due within the
three time horizons of a one-year period. Countries
also can draw on the detailed public-sector extermnal
debt data that they compile, where appropriate. Flow
of funds accounts represeni yet another good data
source for Section Il of the template.

YTNetting by novation should be distinguished from closure netting,
The latter generally refers to cases of msalvency and hankruptey.
where nelting ensures that Araecial markel partico s can termingte
or close out and net Hnancisl market contracts: closure pelting allows

markel participants t hquidare collateral pledged by the defaulting
counterparty m connection with these contracts,



Foreign Currency Flows in Template not
Identical to Data on External Liabilities

153, Loans and securities referred (o in Section I1 of
the template are similar to those defined as loans and
securities in the BPMS. Nonetheless, there are a
number of important differences.

154. Unlike data on external liabilities compiled
for a country’s international invesiment position
(11P),* which ate based on the residency conceps
with external liabilities referring to liabilities 1o
nonresidents irrespective of currencies involved.
only loans and securities repayable in foreign
currencies, irrespective of the residency of the
holder, are to be included in Sections i1 and HI of
the template.

155. Unlike data reported in countries’ I1P, which
rfeﬂect outstanding assets and liabilities at a point in
ume, the information called for in Section IT concerns
the foreign currency inflows and outflows emanating
from outstanding assets and liabilities 10 be received
or paid within the three periods of the forthcoming 12
months.

156. Inaddition, data on external liabilities compiied
for ITP purposes are based on the original maturity of
instruments. In the data template, short term foreign
currency flows are determined on the basis of the
remaining maturities of instruments.>

157. The IIP calis for separate data for the mone-
tary authorities and of the general government,%
viewing them as two different sectors of the report-
ipg economy. The data template requires informa-
tion on total foreign currency flows associated
with the monetary authorities and the central
government (excluding social security funds) as a
whole.

158. The IIP calls for externa) assets and liabilities to
be measured at current market prices as of the refer-
ence date. Section II of the template calls for the
recording of inflows and outflows at nominal (actual)
values.

15 o * . A

A country s_lIP 15 represented by its balance sheet of external assets
and external liabilities.
W nelodi : ;

[ncluding amortized payments of instruments with remaining matu-
nties of longer than one year.
0 .

The central government is a component of the general government,
which also consists of local and state jurisdictions.
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Reporting Foreign Currency Flows
Associated with Loans and Securities

Loans and Securities—Item II.1 of the Tempiate

159. Loans comprise liabilities resulting from the
direct provision of funds from creditors. whereby
creditors receive no security evidencing transac-
tions or receive nonnegotiable docements or instru-
ments. Included are loans incurred by the
authorities and the central government to finance
trade, other loans and advances (including mort-
gages), use of IMF credit and loans from the IMF.
and financial leases. (See also BPM3, para, 415.j
Loans under repo, reverse repo, and gold swap
arrangements are excluded from here but recorded,
as appropriate, in Seetion I1.3.

160. Shori-term loans repavable within the time
horizon are to be reported. In the case of debt matur-
ing in more than one year, interest payments and prin-
cipal installments falling due within one year are to
be reported. Long term loans with a remaining matu-
rity of up to one year also are (o be included.

161. Short-term foreign currency loans and
deposits held among centra] banks and other bank-
ipg institutions are difficult to distinguish in prac-
tice. For this reason, “foreign currency loans™
should include deposits of foreign central banks and
other foreign banking institutions*! with the mone-
tary authorities of the reporting country. Afso {0 be
tncluded are foreign currency deposits held at the
central bank of the reporting country by resident
entities. These deposits are ones legally and in prac-
tice redeemable by depositors on short nofice.
Among these, deposits “on call” are to be reported
under the shortest maturity category.

162. Debt securiries consist of (1) bonds and notes
(including debentures, nonparticipating preference
shares, and negotiable long-term certificates of
_deposils) and (2) money market or negotiable debt
instraments. Bords and notes uswally give the
holder the unconditional right 10 a fixed money
income or to a contractually determined varighle
money income; that is, when payment of interest is
not dependent on the earnings of the debtor. Bonds.

"'Olh:cr types of nonresident entities should be included i they holM
deposits with the authorities of the teporting country,

il

notes, and debentures also provide the holder with the
uncenditional right o a fixed sim as a repayment of
principal on a specified date or dates. Included are
nonparticipating preferred stocks or shares and con-
vertible bonds. Also so treated are negotiable certifi-
cates of deposit with maiurities of more than one
year, dual-currency bonds, zero-coupon bonds and
other deeply discounted bonds, floating-rate bonds,
indexed bonds. and asset-backed securities. such as
collateralized mortgage obligations and participation
certificates.*?> (Mortgages are not bonds but are
included under loans.)

163. Money market instruments generally give the
holder the unconditional right to receive a stated,
Jfixed sum of money on a specified date. These instru-
ments usually are traded at a discount in organized
markets. The discount is dependent on the interest
rate and the time remaining to matority. Included are
instruments such as treasury bills, commercial paper
and bankers’ acceptances. and short-term negotiable
certificates of deposit.

164. Only securities issued by the monetary author-
ities and the central government (excluding social
secunty funds) settled in foreign currencies should be
considered in reporting on predetermined outflows of
foreign currency resources in item II.1. of the tem-
plate.

165. To derive information on foreign currency
flows pertaining to public debt securities on a fre-
quent and timely basis, an adequate and consistent
statéstical system is required. Such a system might
exist in the agency that publishes the template or in
another government organization that provides the
data to the publishing agency. Such a system should
maintain detailed information on characteristics of
each debt security such as: (1) the entity that issues
the security, {(2) the dates of issue and of malturity,
(3) the currency of issue, (4) the amount raised, {5)
the nominal or face value of the debt, {(6) the inter-
est rate, (7) the timing of payments of interest, and
(8) where applicable. the embedded put options.*?
From such a system, information can be derived on
the amount the issuer will pay the holder at the date

* Brady bonds, which are dellar denominated and issued in euromarkels.
should be meated as bonds and notes. The principal amount usually is
collareralized by specially issued U.S. Treasury 30-vear zero-coupon
bonds purchased by the debtor country using a combination of IMF,

Worlll Bunk, and 5 own ressrve assets. Imerest payments on Brady
bonds m some cases are guaranived by secunties of at least double A-
rated cred quatity beld with the New York Federal Roserve Bank.

+See also Chapter 4 on securtlies with embeddeil put options,

of redemption of the security. which represents the
nominal value of the security called for in the tem-

plate.

166. Inflows of foreign currency 1o be reported in
item I1.1 of the template include those relating 10
scheduled foreign currency obligations due to the
authorities on outstanding loans and securities
owned by the authorities that are not covered n
Section [ of the template. Inflows the authorities do
not expect to receive should not be included.

Foreign Currency Flows Relating to
Forwards, Futures, and Swaps

Forwards, Futures, and Swaps—Item Il.2 of the
Template

167. In determining foreign currency flows, finan-
cial derivatives can be regarded as instruments that
unbundle various contractual rights and obliga-
tions, allowing for the transfer or exchange of risks.
Setilement is in the form of specified cash flows, the
size of which are determined by reference 10. or
derived from, values of underlying instruments
(foreign currencies, securities, and commodities)
or from particular financial indexes (such as inter-
est rates, exchange rates. and stock indexes).

168. ftem [1.2 of the template is for reporting on for-
wards, futures, and swaps. Options, which are more
complex financial derivative instruments, are to be
reported in Section I11.

169. Only financial derivatives in foreign currency,
vis-a-vis damestic currency should be covered in item
112, of the data template.

170. Forwards and futures are agreements o buy
or sell a fixed quantity of a particular asset (for
example, currency) at a specified future date at a
pre-agreed price. Swaps are agreements by two par-
ties to exchange cash flows in the future according
to a prearranged formula. Futures and swaps are no
more than variations of forward contracts.

171. A forward contract, as distinguished from a
futures contract, is an “over-the-counter” (OTC)
instriument, 1118 not traded on organized exchanges
but by dealers (1ypically banks) trading directly
with cne another or with their counterparties over

Foreign Currency Flows Relating to Forwards, Futures, and Swaps



the telephone, by computer, or by facsimile.
Examples are forward exchange agreements.

172. The essential difference between a forward
contract and a futures coniract is that the latter is
traded on organized exchanges and settlement is with
a central counterparty. Examples of futures contracts
are interest rate futures, equity futures, currency
futures. and commodity futures.

173. Swaps can be considered as a series of forward
contracts. One type of swap, often referred 10 as a for-
eign exchange swap, involves the exchange of two cur-
rencies (principal amount only) on a specific date at a
rate agreed at the time of inception of the contract (the
short leg) and the reverse exchange of the same two
currencies at a date further in the future at a rate (gen-
erally different from the rate applied to the short leg)
agreed at the time of the contract (the long leg).*
Another (ype of swap, often referred to as a currency
swap, 1wvolves contracts that commit two counterpar-
ties to exchange streams of interest payments in differ-
ent currencies for an agreed period of time and o
exchange principal amounts in different currencies at a
pre-agreed exchange rate at maturity.** Both (ypes of
swaps are 10 be covered in Section I1.2. of the template.

174. The foreign currency flows that should be
reported in Section IT of the template are the foreign
exchange commitments (nominal value) that need to
be met at settlement of all outstanding forward,
futures, and swap contracts.*®

175. Where future contracts are subject to daily set-
dement and predetermined cash flows for such
futures contracts are negligible, they are not 1o be
reported in Section I1 of the template.

176. For countries that use nondeliverable forwards
{NDFs) that are settled in foreign currency, the notional
value of such contracts should be included in Section

“Tar examplde, as initial sum o U.S, dolars is exchanged forits equiv-
aless in prounids sterling | a spot transaction ) und a reverse exchange tak-
g ploce at ibe maturity of the guup, Both spoLr‘.’nm:u‘El amd
lopwaidtorward swaps are inchudsd, Shor-iem swaps carmied out as
“omorrow/next day” Irasssctions 2ho e included fi (ks Calegory

**Far example, 2 “cress-currency swap' 1s 8 millicurency intercst
Mle B

“ e notiomal valee of siber Frnancisl detivative instruments (suclias
structored notesh whanilid be incloded m Section 112 and their mirked-
0 market valves in IV e if ey are in ihe authorities” portfelin
Structured notes normally ke the form of cistomized insrimenes
with o butlet redemption and with either ®ie redemption valie ar the
coupent Finked 1o movements in one or move screoimic vardables: Lvp-
ically & currency, an intzrest rate. an asset of cor midity price, dr a

combination thereot.
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[1.2. of the template and ctearly identified in country
notes accompanying the data. This treatment is 10 take
account of the fact that, like forwards, NDFs can bave
a significant impact on a country’s exchange rate. (The
reporting of the notional value of NDFs that are settied
in domestic currency are discussed in Chapter 5.)

177. In the template, short and long positions refer
to those corresponding 1o future outflows and inflows
of forei gn currency, respectively.

Reporting Other Foreign Currency
Drains

Other Predetermined Foreign Currency Flows—
Item 1.3 of the Template

178. liem [1.3.—“other”"—should be used 1o report
on the flows not included in items I1.1. and 11.2 of the
template. These include:

* Predetermined foreign currency outflows and
infiows relating to repos, reverse repos. and gold
swaps (as well as those associated with securities
lending with cash collateral), accompanied by
appropriate signs, if, for repos, the collateralized
securities remain in reserves, and for reverse TEpos
(and securities lending with cash collateral) when
the repo asset is not recorded in reserve assets.

* Accounts payable that are materially significant,
including scheduled payments for goods and ser-
vices previously purchased on credit by the author-
ities, payments of interest in arrears, payments-of
loans in arrears, and wages and salaries outstand-
ing (outflows of foreign currency).

179. Ttem I1.3. should only be used to report materially
significant accounts receivable from creditworthy enti-
tes (inflows of foreign currency); when they are
included in 11.3., they should be reported separately
from ouflows. Inflows not expected to be received by
the authodties {such as accounts that are delinquent)
within the specified lime horizon should be excluded.

4, Contingent Short-Term Net Drains

on Foreign Currency Assets

(Nominal Value)

Defining Contingent Net Drains

180. Section I{I of the template covers contingent
short-term net drains on foreign currency resources.
As discussed in Chapier 3, net drains refer to out-
flows net of inflows. Contingent inflows and out-
flows simply refer to contractual obligations that
give rise to potential or pessible future additions or
depletions of foreign currency assets. Contingent
drains are by definition off-balance-sheet activities,
since only actual assets and liabilities are to be
reflected on balance sheets. Section 11 of the tem-
plate differs from Section il because foreign currency
flows to be reported in Section IIF are contingent
upon exogenous events. As with predetermined for-
eign currency flows covered in Secrion If of the tem-
plare, contingent flows can arise from positions with
residents and nonresidents.

181. Seciion Iif covers two different types of contin-
~ge.%ﬂow5: {1) those that emanate from potential
assets and fiabifities (for example, undrawn and
unconditional credit lines, contingent liabililies in the
form of foreign exchange guarantees, and securities
with embedded options): and (2) those that reflect
possible future inflows and outflows of foreign cur-
rency arising from the authorities’ positions in options
contracts, if and when the options are exercised.

182. Data on oprions required in Section 11I of the
template are more detailed than those disclosed on
forwards, futures, and swaps 1in Section 11, which
emphasizes short and long positions. In Section I1E,
in addition to long and short positions, call and put
options are distinguished, as are written and hought
options. The additiopal information is needed in
view of the nonlinear nature of the payoffs from
options to determine which contracts will result in
foreign currency outflows when the options are
exercised and which ones wili result in inflows. The
information also may reveal whether the authorities

play an active {for example, as writers of options) or
passive {as purchasers of options) role in the execu-
tien of the contracts, which may reflect their risk
£XPOSUres.

183. Section III also calls for stress resting of the
exposure {in terms of foreign exchange liquidity) aris-
ing from the options positions to different exchange
rate scenarios. The stress testing is an encouraged but
not a prescribed item of the SDDS.

184. Notwithstanding these differences between
Sections IT and ITI. most of the general guidelines on
reporting data for Section II of the template aiso
apply to Section III. For example, appropriate signs
must accompany the data; the plus (+) sign for
inflows, and the minus (=) sign, outflows.

185. Short-term inflows and outflows of toreign
currency are determined by the residual (remaining)
maturities of the financial instruments, which cover
three periods of the time horizon of one vear. As in
Section IT of the template. the “total” column shown
in Section 111 should reflect the sum of the three
subperiods.

186. For financial derivatives, the distinction between
short and long positions, which reflect future ouiflows
and inflows, respectively. is maintained.

187. The institutional units covered are those of the
monetary authorities and the central government,
excluding social security funds. As stated in footnote
11 in para. 20, the operation of a currency board does
not remove the requirement of reporting data pertain-
ing to the central government in the templaie.

188. Excepi for options, which are to be based on
notional values, all other contingent inflows and oui-
Sflows of foreign currency are 1o be presented in nom-
inal values.



189.. Market values of options are to be reported in
Section IV of the template under memo items.

190._ The rest of this chapter focuses on the identi-
ﬁcarlon of (1} contingent liabilities of the authori-
nes, ‘ (2) potential outflows associated with
securities with embedded options (puttable bonds)
(3) potential inflows and outflows pertaining tc’»
undrfawn and unconditional credit lines, and (4)
possible foreign currency flows arising from the
authorities’ positions in options contract:.

Contingent Liabilities

Contingent Liabilities in Foreign Currency—Item
lL| of the Template

191. It‘em L1 of the template is used to report the
authorities’ contingent liabilities in Jforeign cur-
rency, including collateral guarantees and other
contingent liabilities. In principle, only contractual
obllg_ations of the authorities are included here. In
practice, financial instruments issned with public
man@ates may also be covered, even though no
explicit financial backing is provided by the
authorities.*’ Nonetheless, when such instrurnents
are reparted in the template, they should be sepa-

rately identified in country notes accompanying the
data.

192. The reporting of guaraniees is confined to
th_os; of foreign currency obligations falling due
\\il[hll’l one year. Such obligations include debt ser-
vice and other payments that are triggered by spe-
cific events as set forth in the guarantees.

Collateral Guarantees—Item HL1{a) of the
Template

193. Collateral guarantees in the templare refer io
guarantees provided by the authorities backed by
collateral; that is, in exchange for incurring the
ob}igations, the authorities (the guarantors) \:oulcl
gain a f:laim on the collateral or other assets of the
defaulting entity. The guarantees referred to in the
re.?rrrgta:e are pledges of repayment by the authori-
ties in the evens of default by another entity or other
guaranlee triggering evens.

47 i
Examples uwlluc_ie 2lobal bond 1ssues of the Federal National
Mortgage Association (Fannie Mae) in the United States.
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194. Data to be reported under this item of 1he tem-
plate are foreign currency flows associated with the
guarantees when they are exercised, and not the
value of the collateral backing the guarantees.
Wher? the value reported for the guarantees is net of
the disposal value of the cotlateral. this should be
rnz_tde fully transparent in country notes accompa-
nying the data.

195. Examples of collateral guarantees on debt
falling due within one year. with the monetary
authorities and other central government entities as
the guarantors, include (1) guarantees on loans and
securities with remaining maturities of one year,
(2) deposit insurance covering foreign currency
depogits with a remaining maturity of up o one
year in banks that offer such insurance coverage

and (3)fore£gn exchange guarantees the aulhorilies'
provide 1o fix the domestic currency costs to resi-
c!ent entities of international commercial transac-
tions, whereby the authorities bear the risk of loss
(or stand to gain) due to exchange rate changes.
Because of the differing nature of collateca] guar-
antees, additional information should be provided
b country notes accompanying the data (o specify
clearly the types of collateral guarantees covered
by the reported daiq.

Other Contingent Liabilities—Item L.1.{(b) of the
Template

196. Other contingen: libilities refer to other legal
or conb_‘:f-active obligations of the authorities. The
recognition criterion for such liabilities is tharthe
auﬂ_lonlles be “demonstrably committed” 1o meet the
obligations. Contingent liabilities are to be disclosed
when they are recognized, that 18, when the legal and
contractual obligations take force., 7

197. Examples of other contingent liabilities are let-
ters -?f credit, securities underwriting agreements

a;ld foreign currency loan commitments the aulhori:
ties provide to other domestic entities. Other exam-
ples are term deposits with remaining maturity of
more t.han one year held at the monetary authorjties
by resident and non-resident depositors, which are
red‘eemable, subject to payments of penalties, and
which are not covered in item I1.(1) of the tcmélate

Also included are foreign currency deposits heid al.
the monetary authorities by commercial banks of the
Teporung country in respect of the regulatory
reserves/liquidity requirements, and which are not
covered in item [1{1) of the template.

T

198. Contingent liabilities are to be disclosed in their
nominal values to reflect the amount of the foreign
currency flows when they occur.

Securities with Embedded Options
(Puttable Bonds)

Securities with Embedded Options—Item I11.2. of
the Template

199. frem H1.2. of the templaie calls for the disclosure
of information on purniable bonds. The latter generally
refer to publicly traded debt instruments with embed-
ded put options that allow creditors to demand early
repayment of loan principal under specified condi-
tions.* To assess contingent demands on foreign cur-
rency resources, the template requires the disclosure of
data on bonds with put opfions (“puttable bonds™): this
is the case because, when creditors exercise the put
options, the authornties immediately have to repay
their medium- and long-term debt in advance of the
original maturity of the instrument.

200. Only bonds (with embedded put opticns) with a
residual maturity of greater than one year should be
reported in item II1.2, as bonds with shorter maturi-
ties already are covered in Seclion [T of the template.

201. A bond recorded as a two-year bullet,*® with a
put after one year, for example. should be included in
the total column under [I1.2., since creditors see such
an instrument as a one-year bond with the option of a
one-year extension,

202, Creditors are likely to elect to exercise the put
option, once the contractual conditions are satisfied, if
it is advantageous to them to do 0.5 When creditors

¥From the perspective of creditors, put options shorten the contrac-
wal minimum maturity of the debt while giving creditors the right 1o
extend the matrity on the original interest rawe basis. This affords
creditors the opportunity to withdraw carly and benefit [voin any
increase in yields by exercising the put and relending the resources ai
a higher spremd, as well as the ability to lock in a favorable vield ir
interest rates decline. Debtors wrile put options as a means to achieve
lower spreads. Recent financial erises have shown that debtors accept-
ing put uptions may not have fully anticipated the difficultics they
would face if options were exercised at the time they experienced a
substantial 1oss of market access. This practice has exacerbaied finan-
cial crises.

%A buliet loan or bond is a loan or bond whose principal repayments
all take place ai maturity,

*This ullows crediirs seeking Lo maintain their exposure to relend
the resources and o benefit from the higher spread and permits cred-
itors wanting (o unwind their exposure to do so st an allractive prce.

exercise put options. foreign currency outflows will
occur. Some puts can only be exercised following spec-
ified “credit events,” such as a borrower’s credit rating
falling below a prespecified threshold. Discrete puts are
puts thai may be exercised only on specified days.”'

203, Only “hard puts” such as those discussed above
are to be reported in the template. “Hard puts” refer to
put options embedded in securities under contractual
provisions. “Soft puts” refer to the covenants that allow
acceleration of repayment of the debt if the covenants
are breached. “Soft puts” are not to be reported because
they are general in nature and are difficult 10 identify.*?

204. Data on puttabie bonds are 10 reflect the nominal
values of principal and refevant interest pavments due.

205, Because cash flows of puttable bonds are intrinsi-
cally uncertain, no breakdown of data by the three tme
pericds under the one-year time horizon is required.

Undrawn, Unconditional Credit Lines

Undrawn, Unconditional Credit Lines—Item 111.3.
of the Template

206. Item II1.3. is used for reporting undrawn,
unconditional credit lines. Credit lines are contingent
mechanisms that provide a country liquidity; they
represent potential sources of additional reserve
agsels and foreign currency assets of the authorities.
Consistent with the nature of reserve assets and other
foreign currency assets covered in Section [ of the
template, unconditional credit lines vefer 10 those
readily available to the authorities (that 1s, ones that
are highly liguid and do not have material condition-
alities attached). In addition, only such credit lines
that are undrawn should be reported.

207. The amounts ¢ be entered over the three peri-
ods of the time horizen should reflect the credit com-
miited for the respective time frames.

208. Tiwo different sets of data are 1o be differentiated
under [I1.3. in the template: (1) credit lines provided by

$1Most puttable instruments include one or two pui dates, elthough a
few instruments are puttable semiannually. (Few instruments are pul-
table on i continuous basis.)

Pyl payment under a hard put brings closure to the issue, while a
defaull resuliing from a breach of a loan covenanl may wigger cross
default/cross acceleration clauses in other exiernal debts, at least until
the default has been covered by a full payment on the debt in question.

Undrawn, Unconditional Credit Lines



the authorities; and (2) credit lines provided to the
authorities. Countries are 10 report either (1) or (2)
depending on whether they are the creditors or the
debtors. In cases where both (1) and (2) are applicable,
they should be separately reported in the template.

209. Only credit lines in foreign currencies are 10 be
recorded in Section [l of the template. A creditor
should not include in Section I11 of the template
credil Jines it provides in its domestic curtency. A
debtor only should report credit facilities committed
in foreign currency.

210. While undrawn credit lines are to be reported in
Section 11 of the template, actual assets and liabili-
ties (principal and interest) are incurred when the
credit lines are drawn. Thus, credit lines that have
been drawn should be reported 1n Sections I and IT of
the template accordingly: increases in foreign cur-
rency resources in Section I are counterbalanced by
predetermined future loans and securities obligations
in Section II of the template. In cases where countries
treat swap drawings as repurchase agreements (see
the discussion below of reciprocal currency arrange-
ments), such information also should be disclosed in
Section 1V of the template under securities lending
and repurchase agreements. Credit lines the authori-
ties provide are 1o be treated symmetrically.

211. Credit lines covered in the template include rec-
iprocal currency arrangements among central banks
and with the Bank for International Settlements,
financing agreemenis between central banks and con-
sortia of privaie financial institutions that allow the
central banks to acquire new funding under specified
circumstances, and certain elements of credi
arrangements between countries and the IMF.

212. Reciprocal currency arrangements are short-
term arrangements among central banks ang with the
BIS that afford the central banks temporary access to
the foreign currencies they need for intervention
operations to support their currencies. When such a
credit line is drawn, a swap transaction takes place.
This involves a spot {immediate delivery) transac-
tion, in which one central bank transfers securities
(sometimes its domestic currency) to another centrai
bank in exchange for foreign currency. It also entails
a simultaneous forward (future delivery) transaction,
in which the two central banks agree 1o reverse the
transactions. typically three months in the future. The
central bank that initiates the swap transaction pays
its counterpart interest on the foreign currency

4 CONTINGENT SHORT-TERM NET DRAINS ON FOREIGN CURRENCY ASSETS

drawn. In view of the reversible nature of these trans-
actions, it is recommended that, when the credit line
are drawn, they be treated as collateralized loans in
the template with appropriate entries recorded in
Sections . I[. and I'V of the template. Reciprocal cur-
rency arrangements should only be included if they
are upconditional. Both counterparties should report
the credit Jine: one under “‘credit lines provided by,”
and the other under “credit lines provided to.” Swap
credit lines that require foreign currency assets as
collateral should not be included.

213. Credit lines between central banks and private
financial instititions can take different forms and
generally involve the payment of a regular commit-
ment fee by a debtor to a creditor in exchange for
opening and maintaining a credit Jine, with provi-
stons allowing for renewals. Some credit lines are in
the form of swap facilities: at the time a credit line is
drawn upon, domestic currency securities owned by
the authorities are swapped for foreign currency.
Others are pure credit facilities.>

214. Commirments by countries to the IMF under the
GAB and the NAB> are not to be included in Section 11/
of the data remplaie. This is because lending to the [MF
under the GAB and the NAB results in an increase in
the country’s reserve position at the EMF {which is part
of official reserve assets), and thus does not result in a
reduction in the Jevel of official reserve assets.™

215. Similarly, countries’ commitments io the IMF's
ESAF Trust Loan Account are not 10 be reported in
Section HI of the template. Lending to this accounfs
considered part of a member’s reserve assets and thus
does not resuit in a reduction in the level of reserve
assets.

*0Other contingent financial arrangements are m the form of private
markel-based insurance: the deblor pays an insurance premium to
compensate the writers of the option (the creditor) for the risks under-
taken. The insurance is againsi adverse hquidity sks.

*The GAB and the NAB are slanding borrowing arrangements
between the IMF and a number of lenders. They comprise a seres of
individual credit arrangeiments between lenders and the IMF. Calls
under these credit limes can be made only under certain circumsiasees
and for specific wmounts. Onee calls have been approved, e INF is
authorized to druw usder these arrangements up to the agreed amaunt.
¥ Drawings take place under the GAB i dhnimestic currency; they also
cccur under the NAB in domestic currency unless the Jender is an
institugon of a nonmember. In such cases. foreign cormrency (ic., the
currency of another IMF member) is used, For IMF mwmbers,
although lending under the GAB and the NAB is in domesixc cur-
rency, such lending increases the country’s reserve position in the
IMFE. A country’s claims on the IMF under the GAB and the NAB are
reserve avsels because the couniry can obrain an equivalent amount of
canvertible foreign currency from the IMF 1T it represents that it has a
balance of pavments nead,

216. in general, IMF arrangements are conditional
lines of credit and thus should not be included in
Section IIT of the template. However, where a coun-
try has not drawn amounts that have become avail-
able (for instance, because it treats an arrangement as
precautionary), these amounts can be shown in
Section 111 as available over the period up to the next
“test date.”337 It should be noted that inclusion, in
precautionary arrangements, of amounts available
only up to the point of the next test date will cavse the
amount of unconditional lines of credit to fluctuate
over time.38 In addition, countries are encouraged (0
indicaie in some form outside or attached to the tem-
plate (e.g., country notes) the amounts of Fund
arrangements that are scheduled to become available,
subject to observance of the relevant conditions, over
the next one, three, and twelve months.

217. When the authorities provide the credit lines,
the data should be accompanied by a minus (=) sign,
indicating potential outflows of foreign currencies.
Where the authorities receive the credit lines, the data
should be preceded by a plus (+) sign, showing
potential inflows of foreign currencies.

218. Credit facilities and commiiments associated
with the BIS, the IMF, and central banks can be sep-
arately identified under item I11.3(a), with appropri-
ate signs.

219. The coverage of banks is the same as that
defined in Chapter 2. Banks are defined as financial
_depgsilory institutions and include commercial
banis, savings banks, savings and toan associations,
credit unions or cooperatives. building societies, and
post office savings banks or other government con-
trolled savings banks if such banks are institutional
units separate from government. The term “other
financial institutions” refers 1o nonbank financial
institutions.

36 “1est date” is a dale at which end-of-period " performance criteny”

ie.e. a floor on nel imernaionsl reserves or a ceiling on the fiscal
defiell) have 10 be observed il any drawings are o b made thereafter
wlhodat a waiver, .
! Although Fund drawings generally also depend on tComInNeGS

il &

performance criteria. these performance crilena ase generslly
form that reqisres the authotities lo refrain from taking certiin
uctions, ard] fhese criteria are thus not taken to be material condition-

alities {xee pura. 206). The usual continuous perfonianie criteria
include. for instance, assence of introducuon of muliiple cerrency
practices and nomncuifence of offiidl external payment amears.,

% For instance, amorss may be availible as of end-January unier the
“up to o monih” heading hased on sbservance of performance crite-
fia tor end Diecomber) that will not be available as of end-March (as con-
tinued avaslehality will depend on observince of performance criveria for

cnd-Aarch, which wil' not be ascertained for several days or wecks).

220. The distinction between banks and other finan-
cial institutions “headquartered in the reporting coun-
try” and those “headquartered outside the reporting
country” is the same as that defined in Chapter 2.

221. Data are 1o reflect nominal values of the credit
lines.

Options

Short and Long positions in Options—Item 1ll.4.
of the Template

222. Ttem H1.4. of the template discloses information
on the quthorities’ options positions. An option agree-
ment is a contract giving the holder the right, but not the
obligation, to buy (i.e.. call) or sell (i.e., put)a specified
underlying assel at a pre-agreed price (the strike price),
either at a fixed point in ime (the European option} or
at a time chosen by the holder until maturity (rhe
American option)>® In the case of foreign currency
options, the amount of foreign exchange that can be
purchased or sold by the exercise of the option 1s the
notional value of the option contract.

223. The template calls for information in notional
values on short positions covering (1) bought puts
and (2) written calls. Tt also includes information on
long positions covering (1) bought calls and (2) writ-
ten puts. (See Box 4.1 for definitions of these terms.)

224. For a conservative measure of the possible
drain arising from an option position, where there is
more than one exercise date for an option, the earli-
est date should be used to determine its maturily.
(This treatment, for example, applies to American-
style options with a maturity of longer than one year
and without margin calls.)

225. To estimate the possible future inflows and out-
flows in foreign exchange arising from the position in
options, information fo be disclosed includes (1) the
notional value of all the optrions with maturiiies up 10
one month, more than one month and up to three
months, and more than three months and up to a year,
and (2) the notionat value of options (short and long
positions) in the money for each maturity category,
under several exchange rate scenarios {depreciation

59 There uree also olher types, such as opiion contracts, giving the
holder the rizha, bt not the obligation. to buy (1.t cally or sell {;.c.‘
put) a specificd underlying assetat 4 pre-agreed price (the stithe price)

at & number of spevified umes in the future (Bermudan Qptions).




Box 4.1. Definitions of Puts and Calls

"Bought puts™ Foreign currency put options give buyers the right (but not the
obligation) ta sell foreign currency at agreed prices on or before specified
dates. Data on “bought puts” refer to the amounts of foreign currency thar
the central bank and the central government {as buyers of the put options)
will have to part with if they exercise the eption (i.e., sell the foreign cur-
rency).

“Written calis™ Foreign currency call optians give buyers the right (but not
the obligation) to buy foreign currency at agreed prices on or before speci-
fied dates. Data on “written calls” refer to amounts of foreign currency that
the central bank and the cantral government (as writers of the call options)
will have to part with if the buyers exercise the options {i.e., buy the foreign
currency).

The notional valug aof “iitight cafls” refer 1o amounts of foreign currency that
the central bank and the central government (as buyers of the call options)
will receive if they decide to exercise the call options {i.e., buy the foreign
currency).

The noticenl value of “wilten puts”refer to amounts of foreign currency that
the central bask and the cenaral government (as writers of the put options)
will receive if the buyers of egtions exercise the put options (i.e..sell foreign
currency).

Bought puts and wriien cali, theredare, refect potential foreign currency out-
flaws, herice, thorr pasitions. Bought caly and written puts reflect potential
inflows, hence, long positions,

of domestic currency by 5 and 10 percent and appre-
ciation of domestic currency by 5 and 10 percent).

226. “In-the-money” options are ones that would pro-
duce a profit for the holder if the options were exercised.

227. The notional value of the overall position indi-
cates the maximum exposure resulting from the
Oplons positions.

228. To facilitate the reporting of data on options,
selected terms and basic characteristics of option
contracts are summarized in Box 4.2,

229. In completing items II1.4.(a) and 1I.4.(b} of the
template. note that holding an option that gives one
the right 1o buy a given amount of foreign exchange
af a specified local currency price is equivalent to
holding an option that gives one the right 19 sell a
given amount of local currency in exchange for for-
eign currency at the same price,

230. All oprions should, if necessary, first be con-
verted into puts and calls in foreign cirrency, instead
of local currency. (See Appendix IV for detail.)
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Pro Memoria: In-the-Money Options

231. The notional value of all options in the portfo-
lio provides an approximate measure of possible
additions or subtractions to foreign exchange
resources that might arise from the options portfolio.
It is not an exact measure because in many circum-
stances only a fraction of the options will be exer-
cised and because it gives no sense of conditions
under which the options will be exercised. To
describe all possible scenarios in which the options
position would affect foreign exchange resources,
however, would require a much more elaborate tem-
plate. The Pro Memoria section conveys a sense of
when the options would be exercised without engag-
ing in elaborate stress testing. The idea is to look at
five simple scenarios for the local currency exchange
rate and to gauge the impact of the options on foreign
exchange resources for each scenario. In all scenar-
10s, it is assumed that the cross rates among foreign
currencies remain unchanged from the current rates.

232. The first scenario assumes the [ocal currency
exchange rate remains unchanged relative o all for-
eign currencies. The template asks for the notional
value of the options in the money at current exchange
rates. This gives a sense of the options that would be
exercised and hence the drain and additions to for-
eign exchange resources if there were no further
change in exchange rates.

233. The second scenario assumes a S-percent depre-
ctation of the local currency relative to all foreign cur-
rencies and no further change in exchange rates
thereafter. The template asks for the notional value of
the options that would be in the money under such a
scenario. The third scenario posits a S-percent appreci-
ation of the local currency against all foreign currencies
and no further change in exchange rates. The fourth and
fifth scenarios are similar but examine a 10-percent
depreciation and appreciation, respectively.

234. A put option is ““in the money” if the market
price is below the strike price. A call option is “in the
money” if the market price is above the sirike price.
Where long positions are held, calls are exercised if
the market price is above the strike price; and puts are
exercised when the market price is below strike price.
When these options are exercised, they will add to
foreign currency resources.

235. An example of these stress-testing scenarios is
shown in Appendix I'V.

Box 4.2. Definitions of Selected Terms on Options

Call eption: A call option gives its holder the right, but not the obligation, to purchase a fixed amount of foreign currency (the notional value)
at a pre-specified local currency price (the strike price} at one or more dates in the future {the exercise date).

Put option: A put option gives its helder the right, but not the obligation, to sell a fixed amount of foreign currency (the notional value) at a
pre-specified local currency price (the strike price} at one or more dates in the future (the exercise date(s)).

Strike price (or exercise price): The strike price of the option is the pre-specified price at which the option holder may exchange lecal currency
for foreign currency. Throughout this discussion, this wiil be expressed in terms of the local currency price of foreign exchange.

Notional valize: The notional value of the contract is the srmcaint af foreign exchange that can be purchased or sold by the exercise of the option,
Throughout this discussion, this will be expressed in terms of units of foreign currency.
Exercise date(s): These are the dates on which the option holder may exercise the option. The last. and perhaps only, date at which the optien

can be exercised is the expiration date of the option.
European-style option: A European-style option has only one exercise date and that is the expiration date of the optien.
American-style option: An American-style option can be exercised at any date up to and including its expiration date.

In the money: A foreigh currency option is in the maney if tha current market price for foreign exchange is different from the option’s strike
price and the price differencal makes it advantagecus for the hislder of the option to exercise it. A call option is in the money if the market
price is above the strike price. The holder of the option could make a profit by exercaing the option—and thus acquire forelgn‘ exchange ac
the strike price—and immedately wel the freigs sxchaege s i highsr marker price. Similarly, a put option is in the money if the market
price is below tha scrike price.

Out of the money: An option & out of the money when the market price differs from the strike price and the price differential makes it disad-
vantageous to exercies i opticn. A call opran ks cut-cf maney when the markes price I3 below the exercise price. A put option is out-of-
the-money when the market price is above the striki price.

Short position: For purpases of the template, the short position is the notional value of the cali options that the central _authoritie_s have writ-
ten and of the put options that they have bought. That is, these are the contraces thar, if exercised, would result in a drain on foreign currency
resources.

Long position: For purposes of this template, it is the notional value of the call oprions thar the central authorities have purchased and the put

optiens that they have written. That is, these are the contracts that, if exercised, would result i an addition to the authorities’ foreign exchange

resgurces,



5. Memo Items

Coverage of Memo Items

236. Seciion IV of the template provides supplemen-
tary information covering (1) positions and flows not
disclosed in Sections [-]II but deemed relevant for
assessing the authorities’ reserves and foreign cur-
rency liquidity positions and risk exposure in foreign
exchange: (2) additional details on positions and
flows disclosed in Sections I-11I: and {3) positions
and flows according to a breakdown or valuation cri-
teria different from those found in Sections I-I11.

237. Information on seven different items is to be
disclosed in Section 1V of the template. They are as
follows:

* Short-term domestic currency debt indexed to for-
eign exchange rates.

* Financial instrinnents denominated in Jorelgn cur-
rency and setiled by other means (e.g. in domestic
CHITENCY).

* Pledged assers.

* Securities lent and on repos (as well as gold
swapped).

* Financial derivatives assets (net, marked to market).

* Derivatives that have residual maturities longer
than one year and that are subject to margin calls,

* Currency composition of reserve assets.

238. In reporting data on the memo items, data per-
taining to assets should be separately recorded from
those on liabilities, wherever applicable. An excep-
tion is finarcial derivative asset items. for which the
“net” basis means that the liabilities are netted from
the assets (see discussion on financial derivatives
later in this chapter).

239. Types of instruments are to be identified. where
applicable.

240. Where instruments are marked to market in a
currency other than the reporting currency, end-

period market prices and exchange rates should be
used to convert the values to the reporting currency.

241, After presenting some brief comments on the
recording of selected memo items as shown below.
the rest of this chapter discusses in greater detail the
reporting of (1) financial instruments denominated
in foreign currency and settled by other means, (2)
securities lent and repos, and (3) financial deriva-
lives assets.

Short-Term Domestic Currency Debt—Item
IV.(1)(a) of the Template

242. With respect (0 shori-term domestic currency
debt indexed 10 foreign exchange rates, consistent
with the rest of the daia template, “short term” is
determined by the residual maturity of the instru-
ments as defined in Chapter |. Accordingly, the data
to be reported should cover such short term debi
with (1) original maturity of up to one year, (2)
!onger original maturity where remaining maturity
1s one year or less, and (3) principal and interest
payments falling due within the 12 months ahead of
debt with remaining maturity of longer than one
year. Only the total figure, in pominal value, is 1o be
reported. Detail for the three subperiods within the
one-year horizon is not required. Domestic currgncy
debt refers to debt issued by the monetary authori-
ties and the central government. excluding social
security funds. Only such short-term debt indexed
to foreign exchange rates and settled in the domes-
tic currency is to be included in item IV.(1)(a) of the
template. Domestic currency debt settled in foreign
currencies is to be covered in Sections II and ITI of
the template, as appropriate.

Pledged Assets—Item 1V.(1 )(c) of the Tempiate

243. Pledged assets refer only 10 reserve assets
and other foreign currency assets listed in Section I

that are pledged. As mentioned in Chapter 2,
pledged assets that are clearly not readily available
should not be included in reserves or in foreign cur-
rency assets. However, if certain pledged assets
remain in reserves and other foreign currency
assets their values should be reported in item
IV.(1)(c) of the template. Pledged assets do not
include assets encumbered under repos, securities
lending, and similar arrangements. The latter
arrangements are to be separately reported under
item IV.(1){d) of the template.

Financial Derivatives with Residual Maturity of
Greater than One Year—Item IV.(1)(f) of the
Template

244. Fipancial derivatives with a residual maturity
of greater than one year and subject to margin calls
are to be reported in item 1V.(1)(f} of the template.
To ensure that the authorities’ exposure in financial
derivatives is not underreported. it is required that
derivatives instruments with a maturity of longer
than one year but not subject 1o margin calls also
be reported in this item of the template but sepa-
rately identified from those subject to margin calls.

245. Financial derivatives to be reported in this itlem
of the template are similar (o those called for in items
I1.2 and O01.4 of the terplate. That is, they refer to for-
eign currency commitments in the various types of
financial derivative contracts. Such contracts are in
foreign currency vis-a-vis domestic currency. The
datg to be reported are the nominal/notional values of
the contracts.

Currency Compaosition of Reserves—Item IV.(2)
of the Template

246. Regarding the currency composition of
reserve assets, the template does not require listing
of individual currencies; only groups of currencies
are to be identified. At a minimum, data on
currency composition are to be disseminated under
two major categories: currencies in the SDR basket
and currencies oulside of the SDR basket
Currencies in the SDR basket now include the U.S.
dollar, the euro, the Japanese yen, and the pound
sterling. Countries can provide detailed informa-
tion in country notes accompanying the data on the
currency composition of their reserve assets if they
choose to.

Financial Instruments Denominated in
Foreign Currency and Settled by Other
Means

Financial Instruments Denominated in Foreign
Currency and Settled by Other Means—item
IV.(1)(b) of the Template

247. The rationale for including information on
these financial instruments is that they resemble
instruments that are settled in foreign currency.
These instruments are separately reported in
Section I'V of the template because they are often
issued in the domestic market and held by resi-
dents, thus are actually or potentially subject to gif-
ferent legal or regulatory restrictions, Information
on this memo item should be broken down by type
of instrument.

248. Financial instruments denominated m foreign
currency and settled in domestic currency (and other
means) may include, for instance, indexed securities
and nondeliverable forward for furures] (NDF) con-
tracts and NDF options,

249. An NDF is an over-the-counter instrument that
differs from a normal foreign currency tforward con-
wract in that there is no physical settlement of the two
currencies at maturity. The financial institution that
sold the NDF contract will mark the noticnal value of
the contract 1o market, using an index {or formula)
agreed upon at the time the contract is entered into by
the two counterpacties. One party will make a cash
payment to the other based on the contract's intrinsic
(net) value.

250. The net amount can be settled in local currency
or foreign currency (usually U.S. dollars). Whereas,
onshore banks trade in NDFs that settle in foreign or
local currencies. typically, offshore banks deal in
NDFs that settle in hard currencies.

251. In an NDF option, the option buyer pays a
premium to protect the foreign currency value of
an amount in local currency. If the option expires
“in the money,” the writer pays the intrinsic value
to the purchaser. There is no exercise of the option;
the payment is autematic. If the option expires
“out of the money,” no payment is due to either

party.

Financial Instruments Denominated in Foreign Currency and Settled by Other Means



252. NDFs are commonly used to hedge local cur-
rency risks in emerging markets where local curren-
cies are not freely convertible, where capital markets
are small and undeveloped, and where there are
reswrictions on capital movements. Under these con-
ditions. the normal forward foreign exchange con-
tracts generally do not work well; they may not be
enforceable and they may not be liquid.

253. Item IV.(1)(b) of the template requires disclo-
sure of NDFs settled in local currency only.®® Such
information is useful because NDFs can exert suh-
stantial indirect pressure on reserves. If market par-
ticipants anticipate that a local currency will decline,
they can buy options that let them purchase foreign
currency at a set price at a future date: such wide-
spread buying can, in turm, further depress the value
of the local currency.

254. The template prescribes, where applicable, that
Ihe notional value of nondeliverable forward posi-
tions be shown in the same format as that for the
notional value of deliverable forwards/futures in
Section If of the template.

Securities Lent and Repurchase
Agreements

Securities Lent and on Repos—Item IV.{1)(d) of
the Template

255. This memo item is o provide additional infor-
mation on the repo and securities lending activities
that are covered by the template. It concerns such
activities of the monetary authorities and the central
government that are settled in foreign currency. Thus,
\yhelher or not the repe and securities Jending activi-
ties have been included in Section T of the template
along with asscciated liabilities in Section 11, the
template requires that securities lent and repoed be
recorded in item [V.(1)(d} of the template. The tem-
plate also requires that the securities Jent and repoed
be reported in two separate categories, depending on
whether or not the repo and related activities have
been included in Sections I and I1. Such reporting is
necessary in order to differentiate repos from tradi-
tional loans and from traditional securities transac-
tions, The identification of repo activities would

‘IS‘JThe notional value of NDFs seuiled in foreien currency are Lo be
1pclude(i m ttem I1.2 of the 1lemplate and their mussket valug, in finan-
f:\al denvalive assers under item IV(1)e) of the template, preferably
In a separate ling, ’

facilitate the assessment of the level of reserve assels
before the repo activities and the extent of leverage
the authorities have undertaken.

256. In addition, the template calls for the separate
reporting of securities provided as collateral under
repe transactions and the securities collateral taken in
reverse repos. The data 1o be reported are the values
of the securities. Institutions normaily use market
values (bid side). including the amount of any
accrued interest, 1o determine the price of securities
sold under repos and in security lending transactions.

257, Securities lent/acquired with no cash involved
should be noted in Section IV of the template.
Similarly, foreign currency flows associated with
repos and securities lending that fall due beyond the
one-year time horizon are not reflecied in Section II
of the template; nonetheless, such securities lent or
repoed should be reported in Section 1V of the tem-
plate. That is, the value of securities provided (or
lent) in repos and the value of securities received {or
borrowed}) in reverse repos, irrespective of the fime
horizon of the related cash flows, are 1o be separately
reported under item V(1 j{d).

258. Asdiscussed in Chapter 2, gold swaps are 1o be
treated similarly to repos. The gold that is swapped
s.hou]d be included, as appropriately, among securi-
tes lent or repoed in jitem IV.(1)(d} of the template.
(See also Appendix 1IL)

259. Note that under repos or securities lending,
either initial or variation margins, (or both) are wu-
ally paid. As a result, the purchaser of the securities
normally pays less than the market value of the
fsecurjties, including the amount of any accrued
(nierest, with the difference representing a prede-
icrmined margin. Also, there are cases where the
borrower of securities has a need for a specific
security, the lender of the securities may recejve
c.ash collateral in excess of the value of the securi-
u_es lent, with the difference representing the mar-
gin. That is. due to margining, the vatue of
securities lent or repoed reported in Section IV of
the template may not be equivalent 1o the cash
exchanged; the same applies for reverse repos. The
level of the margin is usually determined by the
size and maturity of the repos, the type and matu-
rity of the underlying securities, and the creditwor-
thiness of the counterparty. Margin requirements
allow for the anticipated price volatility of the secu-
rity until the repes mature. Less marketable securi-

' o

ties often require an additional margin to compen-
sate for less liquid market conditions.®!

260. The template calls for comprehensive informa-
tien on repos and security lending because of the
increasing importance of these insiruments in global
financial markets. Repos can be a useful asset man-
agement tool for the authorities, but repos can expose
the authorities to serious risks if they are not managed
appropriately. In particular, the authorities can face
credit risks if they do not have effective control over
the securities collateralizing the transaction and the
counterparty defaults. Such credit risk can be consid-
erable if the authorities engage in repo transactions in
volume and in large amounts of foreign currency and
if the creditworthiness of the counterparty is uncer-
tain. Similarly, the authorities can use repos to
acquire funds, which is a useful tool for managing
liabilities. In these circumstances, the authorities
weuld not want 1o provide the counterparty with
excessive margins,

261. As with repos, experience has shown that the
collateral securities 1n security lending may not serve
as protection if the counterparty becomes insolvent or
fails and the purchasing institution does not have con-
trol over the securities. If control of the underlying
securities is not established, the authorities may be
regarded as an unsecured general creditor of an insol-
vent counterparty. Under these circumstances, sub-
stantial losses are possible.

Firancial Derivatives Assets (Net,
Marked to Market)

Financial Derivatives Assets—Item IV.(1){e) of the
Template

262. The market values of the autherities” financial
derivatives are to be reported in Section 1V of the
template under the memo items. Item IV.(1){e) of the
template mentions only “financial derivatives assels,”
but data on financial derivatives liabilities also are to
be included; the positive (+) sign should accompany
the asset data, and the minus (-) sign should precede
the liability data.

B rinen repo contracts normally require that repo sccurities be
marked to-market and the zains and losses be settled dailv. Margin
caleuletions also uswally conwider acorued interest on underlying

securities and the anticapated amouni of acerued mterest over the term
of the repos, the date of interest payment, and which parly w5 entitled
to receive the payment.

263. The “net, marked-io-market” designation refers
to the following: the difference between asset and lia-
bility positions yields the “net”® assel position.
Financial derivatives are to be shown ar their market
values on a marked-to-market basis. “Marking to
market” refers to revaluing the value of the financial
derivative using the prevailing market price.

264. This memo item relates to all financial deriva-
Lve positions of the monetary authorities and the cen-
tral government that are settled in foreign currency,
irrespective of whether the positions are vis-a-vis res-
idents or nonresidents.

265. Financial derivatives are to be disclosed by
types of instruments {viz., forwards, futures, swaps,
options, and others). All financial derivatives settled
in foreign currency are to be disclosed, regardless of
whether they have been reported in other sections of
the template.

266. Neting by novation is allowed if offsetting
positions are maintained with the same counterparty
and at the same maturity, and insofar as there is a
legally enforceable netting agreement in place allow-
ing settlement in net terms. Netting by novation also
is allowed for matched positions on organized
exchanges. Netting refers 1o the right to set off, or net,
¢laims between two or more parties to arrive at a sin-
gle obligation between the parties.®

267. As alluded to in previous ¢hapters, the market
value of a financial derivative generally can be
denived from the difference between the agreed con-
tract price(s) and the prevailing, or expected pre-
vaihng, market price(s) of the underlying
instrument, appropriately discounted. If the prevail-
ing market price differs from the contract price, the
financial derivative contract has a market value,
which can be positive or negative, depending on
which side of the contract a party is on. In addition,
the market value of a derivative contract can be pos-
itive, negative, or zero at various points in the life of
the centract. Financial derivatives can be recorded
as assets if their market values are positive; they can
be shown as liabilities if their market values are

% This is different in this context from e lerm “netting by novation.”

53Tp financial market transactions, netting can serve to reduce the
crediit exposure of counterparties (o a failed debtor and thershy 10
Lt “demmno failures™ and systemic risks. As concerns limiting
credst exposure, the ability to net comnbules w market liguslny by
penniting more activity betwaen commicmatios witlin prudent credit
liomits. This fguidity can be imporant in ménimizing muarkat disrop-

tions due 0 failure of 1 market participant.

Financial Derivatives Assets (Net, Marked to Market)



negative. Note that options usually have a market
value but do not change from asset to liability, or
vice versa,

268. Prevailing market prices of an underlying
instrument jdeally should be observable prices on
financial markets. Where they are not. as in some
over the-counter contracts. estimates of the prevail-
ing market price can be derived from information
avaiiable.

269. Key characteristics of internal models used io
calculate the market values of financial derivatives
are to be disclosed in country notes accompanying
the data reported in the template. (See also footnote
16 of the template.)

270. For purposes of the template. the reference date
for the market valuation should be the last day of the
reporting period.

271. The market value of a forward or a swap can
be derived from the difference between the agreed
contract price and the prevailing market price or the
expected market price discounted accordingly, but
the market valuation of options can be complex.

e

272. Four faciors influence the market value of
oplions: the difference between the contract (strike)
price and the value of the underlying item: the price
volatility of the underlying item; the time remaining to
expiration; and interest rates. In the absence of an
observable price, market vaiue can be approximated
using a financial formula, such as the Black-Scholes
formula, which incorporates the four factors.$* An
Option contract at its inception has a markel value equal
to the premium paid. lis market value. however, is
adjusted as the reference price changes and the settie-
ment date approaches. During the life of an option, the
writer of the contract can have a financial derivative lia-
bility and the purchaser of the option can have a finan-
cial derivative asset. An option contract can expire
without value 10 the holder, that is, it is not advanta-
geous for the purchaser o exercise the option.

273. Unlike forward contracts, futures contracts are
marked to market at the end of each trading day and
the resulting gains or losses are settled on that day.5
This means that at the end of each trading day the
value of outstanding futures contracts is zero. This is
in contrast to forwards, for which variation margin
payments are not usually made and contracts can
build up considerable marked-to-market positions.

“Talduians that undertike significant epticns operations often use
winz eomplex vanamis of the Black-Scholes formuyla

"The price of a (ulsres contract is sei ir sach 4 way that no cash
~L

cunpes hands whon a coenract is entered inio, The payments assocl-
ated with the contract oceur as daily price moverents are feflected in
cush flvas into ard owt of margin accounts of the comtract parties. To
ensure that markel participants pay for their lossis, the o ichanges
require ftures contract users (o pay an imdhial m rgin (& codlateral) If
the daily setdensnt process rosults in o loss, whjch, i o, reduces
the initial maigm befow a specified armount, the vser is re Juired 10
restore e instial margin by peving additional sums of mouey. The
level of margin collid is set by the exchanges and is usually a function

of the velatility of the cash smarket of the underlving asset

r'

Appendix I: The Special Data Dissemination

Standard and the Data Template on

International Reserves/Foreign Currency

Liquidity

The IMF's Special Data Dissemination Standard
(SDDS) was esiablished by the Fund’s Executive
Board in March 1996, with the aim of enhancing the
availability of timely, reliable, and comprehensive
econemic and financial statistics. The SDDS was
intended te guide member couniries that have, or
might seek, access to international capital markets in
their provision of economic and financial data to the
public. It was anticipated that the SDDS would con-
tribute to the pursuit of sound macroeconomic poli-
cies and aid the funcilioning of financial markets.

Subscription 10 the SDDS is voluntary, and sub-
scribing members agree to provide information on
data calegories that cover the four sectors of the econ-
omy (national income and prices. the fiscal sector, the
financial sector and the external sector). Within these
sectors the SDDS prescribes the coverage, periodic-
ity (or frequency), and timeliness with which the data
are t% be disseminated. The SDDS coverage also pre-
scribes the advance dissemination of release calen-
dars for the data categories and that the data be
simultaneously released to all interested parties.
More information on the SDDS can be found on the
IMF’s website at dsbb.imf.org.

The original specification of the SDDS included, as
a prescribed category, the presentation of information
on gross international reserves (reserve assets) with a
periodicity of one menth and a lag of no more than
one week. The provision of these data with a period-
icity of one week was encouraged. The SDDS also
encouraged, but did not prescrbe. the provision of
information on reserve related liabilities.

At the time of the Executive Board’s first review of
the SDDS in December 1997, events in international
financial markets had underscored the importance of
the timely provision of information on a country’s
reserves and reserve related liabilities. 1t became
clear that monthly information on gross international

reserves alone did not allow for a sufficiently com-
prehensive assessment of a country’s official foreign
currency exposure, and hence its vulnerability (o
pressures on its foreign currency reserves. At this
time the Executive Board asked the staff to consult
with SDDS subscribing countries and with users of
the SDDS to delermine what might be done to
strengthen the coverage of reserves and reserve
related liabilities in the SDDS. The results of this
consullation were initially considered by the
Executive Board in early September 1998 and were
further discussed, including review of an initial pre-
posal for a disclosure template on international
reserves and reiated itemns, in December 1998, at the
time of the second review of the SDDS. The
Executive Board reached a decision on the means of
strengthening the provision of information on inter-
national reserves and foreign currency liquidity
within the SDDS in March 1999,

The Executive Board’s decision is embodied in the
templale on international reserves and foreign cur-
rency liquidity that is contained in the main text of
this document. In addition to providing for more
explicit specificauon of the constituents of official
reserve assets, the template provides for the inclusion
of details on other official foreign currency assets,
and on predetermined and contingent short-term net
drains on foreign currency assels. It is thus much
broader in conception than the original SDDS speci-
fication of gross reserves assets and establishes a new
standard for the provision of information to the pub-
lic on the amount and composition of reserve assets,
other foreign exchange assets held by the central
bank and the government. short-term foreign liabili-
ties, and related activities that can lead to demands on
reserves (such as financial derivatives positions and
guarantees extended by the government for private
borrowing).




In reaching its decision on the data template the
Executive Board took account of the widespread
interest in increasing the transparency of informa-
tion on international reserves and related informa-
tion. Tt was also conscious of the concerns expressed
by member countries about the resource costs of
compiling and disseminating more detailed, frequent
and timely data and the pessibility that this would
reduce the effectiveness of exchange market inter-
venuon. The final decision reflected a balancing of
these objectives and concerns. The 1emplate was

APPENDICES

finalized in cooperation with a working group of the
Committee on the Global Financial System of the G-
10 Central Banks.

The SDDS prescription for completion of the data
ternplaie calis for the full dissemination of data on a
monthly basis, with a lag of no more than one month,
although data on gross internatonal reserves are still
prescribed for dissemination on a monthly basis with
a lag of no more than one week. The dissemination of
the full template on a weekly basis, with a one week
lag. is encouraged.

Appendix Il: Sample Form for Presenting
Data in the Template on International
Reserves and Foreign Currency Liquidity

Information to be disclosed by the monetary authorities and other central govern-
ment, excluding social security!-%3

I. Official reserve assets and other foreign currency assets (approximate market value)*

A, Official reserve assets

{1} Foreign currency reserves {in convertible foreign currencies)

(a) Securities
of which: issuer headquartered in reporting country but located abroad

{b) total currency and deposits with:

(i) other naticral central banks, 8IS and IMF
(i)} banks headquartered in the reporting country

of which: located abroad
(iii} banks headquartered outside the reporting country
of which: located in the reporting country

{2) IMF reserve position

{3) SDRs

{4) gold {including gold deposits and, if appropate‘ gold swapped)®
®_ volume in fine troy ounces

{5) other reserve assets (specify)

— financial derivatives

— loans to nonbank nenresidents

— other

B. Other foreign currency assets (specify)
— securities not included in official reserve assets

— deposits not included in official reserve assets

— loans not included in official reserve assets

— financial derivatives not included in official reserve assets

— gold not included in official reserve assets

— other

'[n principle, only instruments denominated and settled in foreign currency {or those whose valuation is direcily dependent on the exchange rate
and thar are settled in foreign currency) are 1o be included in categories I, [T, und 111 of the iemplate Financial instraments denominated in forgign
currency and settled i other ways (e.g., in domestic currency or commodities) are inchided as memo items under Section [V.

2Newing of positions is aflowed only if they have the same matunty, are against ihe same coumerparty, and a masier netling agreetnent is in place.
Positions on organized exchanges could also be netted.

* Monetary authoritics defined according to the IMF Balance of Pavments Manual, Fifth Edition.

* In cases of Jarge positions vis-2-vis institutions headquantered in the reporting country. in insuments other than deposits or securilies, they should
be reporied as separale ilems.

3 The valualion bass for gold asseis should be disclosed; idealty this would be done by showing the volume and price.
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I1. Predetermined short-term net drains on foreign currency assets (nominal value)

Total

L Maturity breakdown (residual maturiy)

-

Up w | month

More than | month

and up 1o 3 months

I. Foreign currency loans, securities, and deposits®

Mare than 3 months
and up to | year

—outflows (-} | Principal

Interest

—inflows (+) Principal

Interest

2. Aggregate short and long positions in forwards
and futures m forergn currencies vis-a-vis the
domesuc currency (including the forward leg of
currency swaps)’

{a) Short positions (-}

{b) Long positions (+)

3. Other (specify)

—outlows refaced to repos (-}

—infiows related to reverse repos (+)

-—trade credic {-)

—trade credit (+)

—other accounts payable {~}

—other accounts recevable (+}

S [neluding —— RTIT—— bz 12 :
a]ln. Uding interest payments L_iuv W 1.lhm the corresponc_l'.ng time honzons, Foreign currency deposits held by nonresidents with ceniral banks should
$0 be included here. Securities referred 1o are those issued by the monclary authorities and the ceniral povernment (excluding soeial security)

; . ;
Ln the event that theve are forward or furures positions with a residual maturity g

should be reported separately under Section [V.

reater than ong year, which could be subject o margin calls, these

r

IT1. Contingent short-term net drains on foreign currency assets (nominal value)

| | Maturity breakdown (residual maturity}

| More than | month | More than 3 months
Total Up to | month | and up to 3 months and up to | year

| |. Contingent liabilities in foreign currency
(a) Collateral guarantees on debt falling due
within | year ] |
(b) Other contingent liabilives ! I
' L Foreign currency securides issved with embedded [
options {puttable bonds)?
3. Undrawn, unconditional credit lines? provided by:
{a) other national monetary authorrues, 8IS, IMF.
and other internaticnal organizations
— other natignal mone@ry authorities (+)
— BIS ()
— IMF(#) |
{bl banks and other financial institutions
headquartered in the reporung country (+)
{c) banks and other financial institutions
headquartered outsrde the reporting country (+) | |
Undrawn, uncondiuenal credit lines provided to: |
{a) other national monetary authorities, 8IS, IMF,
and other international organizations ]
— other natienal monetary authorities {-) |
— BIS (4§
— iMF (=)
{b) banks and other financial institutions
headquartered in reporting counury ()
{c} banks and other financial institutions
headquartered outside the reporung country (=)
4. Aggregaie short and long positions of options in
foreign currencies vis-i-vis the domestic currency'” |
(a) Short positions
(i) Bought puts
(i) Written calls
{b) Long positions
{1) Bought calls
(i} Written puts
PRC MEMORIA: In-the-raoney options '
{1)At current exchanga raies
{2) Short posiuon
{b) Long position
{2)* 5 % (depreciation of 5%)
{2} Shorc position
{b) Long position |
{3)-5 % (appreciavion of 5%) ]
(a) Short positon
(b) Long position
{4)+ 10 % (depreciation of 10%)
{2} Short position
{b) Long position
(5)-10 % {appreciation of 10%)
__{a) Short position
{b) Long position
{8)Crther (specify)

¥ Only bonds with a residual matunty greater than one year should be reported under this item, as those with shorter mawrities will already be included
in Section 1, above,

? Reporters should distinguish potentiaf inflows and potential outflows resulting from contingent imes of credit and report them separately, in Lhe spec-
ified format.

%1n the event that there are oplions positions with a tesidual marrity greater than one year, which could be subject to margin calls, these should be
reporied separately under Section I'V.

' These “stress-1ests” are an encouraged, rather than a prescnbed, category of information in the IMF's Special Data Dissemination Standard (SDDS)
Results of the stress-1ests could be disclosed n the Torm of a graph As a rule, notional value should be reponied. However, in the case of cash-settled
options, the estimated (uture infllow/outflow should be disclosed. Positions are “in the money™ or would be, under the assumed values.
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IV. Memo items

{1} To be reported with standard periodicity and timeliness: 2 —T

{a) short-term domestic currency debrt indexed 1o the exchange rate

(b} financial instruments denominated in foreign currency and sextled by other means
{2.g. in domestic currency) ?

— nondeliverable forwards

— short posiuons

— long positions

— other instruments
{c) pledged assets '

— included in reserve assers

— included in other foreign currancy assets

(d) securities lent and on repo **

— lent or repoed and included i Section |

— lent or repoed but not included in Section |
— borrowed or acquired and included in Section |

— borrowed or acquired but not included in Sectian |

(e} financial derivative assets {nec. marked o rmarket) '¢

— forwards

— futures

— swaps

| — options
— ather

{f) derivatives {forward, futures, or options contracts) that have a residual maturity greater
L than one year, which are subject co margin calls.

~— aggregate short and long positions in forwards and futures in foreign currencies vis-a-vis

the domestic currency (including the forward leg of currency swaps)
{2} short positions {-)

{b) long posiuons (+}

— aggregate short and long positions of options in foreign currencies vis-3-vis the demestic currency
{(a) short positions

{i) bought puts

(i) writcen calls

{b) leng posiuons

{i) bought calls

(i} written puts

(2) To be disclosed less frequently:

(a) currency composition of reserves (by groups of currencies)
— currencies in SDR basket

— currencies not in SDR basket

— by individual currencies (optionaf)

2 Pistinguish betwaen assets and Jiabilities where applicable.

3 1dentify types of instrument: the valuation principles should be the same as in Sections I-ITT. Where applicable, the notional value of nondshy-
erable forward positions should be shown in the same forma as for the nominal valee of deliverable forwards/fuwres in Secaon T

" Only assets included in Section 1 that are pledged should be reported here,

1% Assets that are lent or repoed shouid be reponted here. whether or not they have been included in Section [ of the 1emplate, along with any asso-
ciated Habilites {in Section 1), However, these shovld be reponed in two separate categones, depending on whether or not they have been included
in Section 1, Stmilarly, securities that are borrowed or acquired under repo agreements should be reported as a separate jtem and treated symmet-
rically. Market vatues should be reported and the accounting treatment disclosed.

1 Identify types of instrument, The main charactersstics of witernal models used o caleulate the market value should be disclosed.

T

Appendix Ill: Summary of Guidelines for

Reporting Specific Data on the Template
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As noted in Chapter 4 of this document, generally,
a put option is “‘in the money™ if the market price js
below the strike price. A call option is “in the
money” if the market price is above the strike price.
Where long positions are held, calls are exercised if
market price is above strike price; and puts are exer-
cised when market price is below strike price. When
these options are exercised, they will add to foreign
CUTTENCY resQuIces.

In this example, the convention of expressing
exchange rate as local currency (LC) per unit of for-
eign currency (viz., LC/$) is applied. That is, appre-
ciation of the local currency is associated with a
decline in LC/$; and vice versa, for a depreciation of
the local currency. In Table A, these are shown as
+5% (depreciation); -5% (appreciation); +10%
{depreciation), and —-10% (appreciation}, respec-
tively, under pro memoria items (2), (3), (4), and
(5). Table A shows the noticnal value of the options
that are in the money at current exchange rates, and

Table A. Results of &n lllustration of In-the-Mon

APPENDICES

under the four additional sceparios of currency
depreciation and appreciation.

[n the example, the sign (+) is used to indicate
inflow of foreign currency; and the (-) sign, outflows
of foreign currency.

The results shown for pro memoria items (1)(a) short
position (viz.,—300. -50 .0} and {(1)(b) long position
(viz., +200, +300, +300) at current exchange rates cor-
respond to short and long positions under exchange
rates of LC/$ = 100. as depicted by figures that are in
italics in supporting Tables B, C, and D.

Results shown in Table A for pro memoria items
(2)(@) (viz., 1200, =700, —400, ~100) and (2)(b) (viz.,
+1300, +400, +400, +500) correspond 10 figures that
are in bold in supporting Tables B, C, and D.

The “total” in Table A represents the sum of each
row.

Figures 1-5 present graphically the results shown
in Table A under long and short positions for the three
periods under the one-year horizon.

ey Options and Related Stress-Testing Under

Specific Assumptions of Exchange Rate Changes (Nominal Value)

Maturity breakdown {residual maturity, where applicable)

Maore than | month More than 3 months

= Total Up to | month  and up ta 3 months  and up to | yoar
4. Agpregate short and long poitians of cpties in
Tareign currencies wis--vix the domassic currency
{a) Sheer pesitans ~2A50 —1,000 -1.250 =500 -
{i} Bought pus <1050 - 300 -150 % —40) _
() Wricees ealls =130 = 500 200
(&) Lang posimions +1.500 * | 004 +700 +E0
(7 Boughe cslls +1 B0 +E00 +400 +400
(1) Wrizen puts #7600 +2000 +300 4200
PR MEMORLA: In-thé-maney optices
{1} Az nerrent exchange razes
(a} Short poshicn 350 =300 -50 0
{b] Long pestticn E0] =200 +300 +300
(2} + 5% |deprecizion of £%)
(2] Short positisn —1,200 =700 400 —~la
(hh Lovg pesition #1300 +400 +400 +500
(3) -5 % [apprechcion of 5%)
(a} Short pesition —$50 ~100 350 200
{B] Lemg positon +300 +300 +300 +300
(4) +10 % (deprecissicn of 10%)
{a) Share position -£.800 700 =900 200
(bl Long posicion +1.800 +800 +300 +700
(3) — 10 Kappracation of 10%)
{al Shert posivan «1,050 -300 —350 —400
(b} Long positian +700 +200 +300 +200

{6) Crher {ipec#s)
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Table B. Foreign Currency Flows Resulting from Options Position with Possible Exercise Date
Less Than ©ne Month Hence

Ciptions Exchange Futes

Pasitions LCH
Wi Posititn 9 o5 100 1035 105 I9FS 1 1S
Price Ste
L) (Fmillien) Curvency Fows {S-mliizn)

Short powcion ([0 0] =300 —100  -300 -300 =700 700 -700 700

Taal baught puss 00 300 -ig0 a [/ o o0 0
Baught put 93 200 =200 [a] a a [ Q a g
Baught pug 97 100 =100 —100 i) 0 V] 0 i}

Tatal wreean cxls 00 g a -0 30 P06 -nd0 700 -TO0
Wirneen call 98 1 a a 30 - 300 =300 300 30D
Wrizan cafl 104 0 g Q @ 0 -0 400 400 -0

itian 1000 200 300 200 200 400 &0 800 800

1-T::::EI m cails 800 a 16g 100 o 100 00 300 &00
Baught call 73 1104 a 100 10 14} 150 [T TR [41] (a1}
Boughr call |02 200 a a ] 200 200 200 W 204
Binugi-t call 104 00 a Li) (] (1] ¢} 300 300 FH}
Baught il | 0% 200 a 1] o [i] o 0 10 Hﬁ

Taral writen g frai e frii 43 10t 10 10 i) 0
Written put FL |10 100 100 o ' o a (1] L1}
VWirian put |10 L] 160 1840 130 FE] 100 a i i

=19 -5 o 15 ] 75 £} 12.5

Table €. Foreign Currency Flows Resulting from Options Position with Possible Exercise Date
One to Three Months Hence

Opoons Exchangs Rates
- Fosidans {LC/%) s |
Serike Potion o0 5 [[= « B (PR ms oS5 1 LiLE
Price Size
{L.C/%) (F-milkan) Currancy Flows (§-millon)
Short pasitan 1250 —350 350 <50 400 400 800 -900 SO0
Totsd boughs puts 350 ~35{ -350 ~50 0 L] ] 0 g
Boughs put 94 00 -3 ~ 300 a D L] i 0
Boughs put 102 50 =50 =50 -50 0 0 0 0 0
Total writter calls 900 0 o @ 400 400 %00 -900 -900
YWirnten cal 1 400 0 o 0 400 400 400 00 400
Wiman call ([n L 00 0 o] 0 0 0 500 -0 500
700 300 00 300 300 400 300 10a 400
ﬁ E?::tnnlh 43 0 0 100 100 200 300 M 400
Baught call 97 100 0 0 100 100 100 160 oD 0o
Bough all 103 100 o 0 L1 0 10 100 100 100
Bought @ll 106 10g ¢} 0 a 0 ] 160 100 100
Bough call il L[] 0 0 ] 0 & 0 i} 100
Total writhen puts 300 300 300 201 200 200 0 i o
Wirten put 9% 100 10 [e3] L1 LU o 0 a :
W'ian put 14 2003 I ] e ) 200 200 200 a a
—iQ -5 & 15 5 13 i 1.5
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Table D. Foreign Currency Flows Resulting from Options Position with Possible Exercise Date

Three Months to One Year Hence

Options Positions

Exchange Rates (LC/$)

Strike Pasition 90 95 100 1025 105 1075 N0 1125
Price Size
(LC/%) ($-million) Currency Flows ($-million}
Short position 600 —400 200 0 -10C 100 =200 -200 200
Total bought puts 400 -400 —200 G 0 0 0 0 0
Bought put 93 200 -200 0 0 0 0 g Mg 0
Bought put 97 200 —-200 -200 0 Q 0 0 0 0
Total wrirtas calls 200 0 0 0 ~100 -100 =200 -200 -200
Writhen call 102 100 0 0 0 00  -100 —100 -0 100
Written cail 106 {00 Q 0 0 ] 0 -100 ~-100 -100
Long positich 800 200 300 300 300 500 500 700 600
Total bought calls 600 (4] 100 100 200 400 400 600 600
Bought call 93 100 o 100 10¢ 100 100 ¢ 100 100
Bought call 102 100 [ 0 0 100 100 100 100 100
Bought call 104 200 0 0 0 0 200 206 200 200
Bought call 109 200 4] 0 0 0 0 0 200 200
Total wsritten pars 200 200 200 200 160 100 100 {00 0
YWritten puit 101 100 o] 10D {00 0 0 4] 0 (4
Written peit I 100 100 160 100 100 {00 100 190 0
=100 —5.00 0.00 2.50 5.00 7.50 10.00 1250
Figure |. Foreign Currency Flows from Options Positions (up to | month)
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Figure 2. Foreign Currency Flows from Options Positions (I to 3 months)
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Figure 3. Foreign Currency Flows from Options Peositions (3 months to | year)
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Figure 4. Foreign Currency Flows from Short Options Positions
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.Figure 5. Foreign Currency Flows from Long Options Positions
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Appendix V: Reporting Data to the IMF
for Redissemination on the IMF’s Website

The IMF’s Executive Board in March 2000 approved
the establishmemt of a database showing countries’
template data on international reserves and foreign
currency liquidity on the IMF’s website. The data are
presented in a common format and in a common cur-
rency, thereby enhancing the comparability of the
template data among countries, facilitating access by
market participants and other users, and fostering
greater transparency. The common format is that
developed by the IMF as shown in Appendix Il of this
document. The common cumrency is the U.S. dollar.
Countries participating in this endeavor do so on a
voluntary basis.

The IMF database has been operational since
October, 2000 and is accessible at http://www.imf.org/
external/np/sta/ir/index.htm.

In addition to current data, the IMF database pre-
senis historical (time series) information and offers
time-series data by country on official reserve assets
and other foreign currency assets of the monetary
authorities and the central government. To facilitate
users' viewing, printing. and downloading of the infor-
mation, the template data available on the IMF website
are presented in severa) ways, For example. countries’
current data are accessible in html (hypertext markup
language), and time series data are shown in both pdf
(portable document format) and in csv (common sep-
arated values. spreadsheet compatible) files.

Development of the IMF database was possible
because many countries began disseminating the
template data in the first half of 2000. As noted in
Appendix I, as part of efforts to strengthen the
Special Data Dissemination Standards (SDDS), the
IMF Executive Board in March 1999 made the data
template part of the SDDS, with a transition period
to run through March 31, 2000. Following the end
of the transition period, SDDS-subscribing coun-
tries were to begin disseminating the template data

on a monthly basis, with up to one-month lag.

Thus. the first set of template data for end-April

2000 were disseminated by most countries at the

end of May 2000. Countries participating in the

redissemination initiative provide their data to the

IMF scon after they disseminate the data on their

national media. Non-SDDS countries also are

encouraged to report their template data (o the IMF
for redissemination.

To facilitate processing of the data for the redis-
semination on the IMF’s website, the IMF requests
that countries transmit their data in specific reporting
forms and follow certain accounting conventions.
The notes below provide some guidance on such data
reporting.

1. Countries are encouraged o submit their template
data by e-mail. The e-mail address for this purpose
is RESERVESTEMPLATE@IME.ORG.

2. The IMF will process template data sent either in
an Excel spreadsheet or in an EDIFACT mes-
sage. In either case, the specified IMF reporting
forms are to be used. Form R1.xls is for report-
ing consolidated data pertaining to the monetary
authorities and the central government, as called
for in the data template. In cases where for legal
and institutional reasons countries present sepa-
rate data for the monetary authorities and the
central government in the template, Form
Rla.xls is to be used.

3. To facilitate automated processing of the data trans-
mitted, the structure of the reporting forms is pro-
tected and not to be altered by reporting countries.

4. Reporting forms can be requested by sending an
e-mail to RESERVESTEMPLATE@IME.ORG.

5. For each of the items shown in the Excel reporting
forms. the figure 0" is to be used to indicate a
value of zero or near zero. Cells in the reporting
forms are to be left blank for items not applicable.
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6.

10,

For data submitted on the Excel reporting forms,
the dropdown menus are to be used to select the
country name, the month and year for which data
are shown, and the currency and scale in which
data are reported. Select a “Day of the Month”
only if submitting weekly data.

To enhance analytical usefulpess of the data,
positive and negative values are (o be differenti-
ated. A minus ("= sign is 10 be used 1o indicate
anegative value. In the case of 3 positive value, a
plus ("+”} sign is optional,

Countries are encouraged to provide additional
information to enhance the analytical usefulness of
the tempiate data. Such information 18 o include
country-specific exchange rate arrangements (for
example, the operation of a currency board or the
implementation of doltarization), major sources of
funding of reserve assets shown jn Section [LA. of
the template, and accounting treatment of certain
financial transactions, as indicated throughout this
document. The information js to be provided in a
text (ASCID) file with the extension “.axt™” and
tnarked “Country Notes.” The country notes are to
be sent with the data submission. (See also para-
graph 42 of this document.)

Itern 1.(4) of the data template (volume of gold)
is to be reported in millions of fine troy ounces.
A standardized unit of reporting is needed to
facilitate autormated processing of the daia.

With respect to item IV.(2) of the data iemplate
(currency composition of reserves), the value
(and not the percentage) of reserve assets that are
held in currencies in the SDR basket and that of
reserve assets held in non-SDR basket currencies

I1.

are to be disclosed. For this purpose, the value of
gold is to be included among the SDR-bagket
currency assets. The total value of reserve assets
held in SDR- and non-SDR basket currencies
shown in item I'V.(2) of the data template should
equal the amount shown in item 1.A. of the tern-
plate. Countries that want to disclose the Compo-
sition by individual currencies can do so by
providing the information in the country notes,
as referred to in (8) above.

To enhance data transparency, paragraph 84
shown in Chapter 2 of this document, calls for
the disclosure of the accounting treatment
adopted by countries in the reporting of repos,
securities lending, and related transaclions.
Detailed information of such accounting treat-
ment is 10 be provided in Country notes accom-
panying the data. In addition, to ensure data
consistency across countries and to enhance the
analytical usefulness of the information, item
IV.{I)(d) “securities jent OT on repo™ is (o he
reported with the following sign conventions:
minus (“-7) signs for securities “lent or repoed
and included in Section I” and “lent or repoed but
not included in Section I and plus (*+7) signs
for “borrowed or acquired and included in
Section [ and “borrowed or acquired but not
included in Section [

. As noted in paragraph 258, shown in Chapter 5

of this document, gold Swaps are (0 be treated
stmilarly to repos. The gold that is swapped
should be included. as appropriately, among
securities lent or repoed in ile{n [V.{1)(d) of the
lemplate,

AppendixV¥
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Calintry

i <No Country Selected>

Ll Yoar
EI Janum{_ EII 2000 :].

Balect country name and reporting month
af the Mani

Nore bt

I <No Currency Selected>

Selest reporting day ONLY when submitting weekly data

E—

Select reporting currency and scale

Reporting Form for Presenting Data in the Tenjpl?t!?.'
on International Reserves/Foreign Currency Liquidity . )
(information fo be disclosed by the monetary authorities and other central government, excluding soci

(Reporting Form R1.xls)
123

4
I 0||ICI3| reserve aSSetS a“d OthEI |0| elg” Cullellcy assets appIOX"llate mar ket valug

i rve asseis :
)&:.Efjf;iaﬁnencuesewes (in convertible foreign curencies)
oe;)vi?;:'nit;?uer headguartered in reporting country but located abroad
b} total currency and deposits with:

i) other national central banks, BIS arjd (MF

{ii) banks headquartered in the reporting country

of vhich: located abroad _

(iii) banks headquartered ouiside the reporting country

of which: located in the reporting country

(2) IMF reserve position

Ry [ i i Id swapped) >

4) gold (including goid deposits and, if appropriate, go

—volume in millions of fine troy ounces

(5) other reserve assets (specify)

—finaneial derivatives

—loans to nonbank nonresidents ]
ther

;OOther foreign currency assets (specify)

—securities not included in official reserve assels

—deposits not included in official reserve assets

—loans not included in official reserve ass_ets

—financial derivatives not included in official reserve assets

—gold not included in official reserve assets

—other




I). Predetermined short-term net drains on foreign currency assets (nominal value)

APPENDICES

Maturity breakdown

{residual maturity)

Total

Upto1
manth

months

More than 1
and up to 3 fand up to 1

1. Foreign currency loans, securities, and deposits 6

year

—outflows (-) Principal
: Interest

—infiows (+) Principal
Interest

2. Aggregate short and long positions in forwards and futures in
forgign currencies vis-a-vis the domestic currency (including the
forward leg of currency swaps)

(a) Short positions (- )

(b} Long positions (+)

3. Other (specify)

—oufflows related to repos {-)

—infiows related to reverse repos (+)

—trade credit (-)

—trade credit {+)

—other accounis payable (-}

—other accounis receivable (+)

o
More than 3]
manths

Appendix ¥V

IIl. Gontingent short-term net drains on foreign currency assets {nominal value)

Maturity broakdoan

{residual maturity, where lic

Total

Upto1
month mipirlivs | joar

More than 3
More than 1| months
andupto3|andupto i

e

1. Contingant BabilRios in boreg Curmency

({a} Collateral guarantees on debt failing dus within 1

(b) Other contingent liabilites

2. Foreign currency securilies issued with embedded
options {puitable bonds) 8

3. Undrawn, unconditional credit lines® provided by

{a) other naticnal monetary authoribes, BIS, IMF, and
other intemnational organizations

—other nationat monetary guthorities (+)

—_BIS(+)

_IMF {(+)

(b) with banks and other financial institutions
headquartered in the reponling country (+)

{c) with banks and other financial institulions
headquartered outside the reporting country {+)

Undrawn, unconditional credit lines provided to:

(@) other national monetary authorities, BIS, IMF, and
other international organizations

—other national monetary authorities {-)

—BIS ()

—IMF ()

(b) banks and other financial institutions
headquartered in reporting country (- }

{c) banks and other financial institutions
headguartered outside the reporting country {-)

4, Aggregate shorl and long positions of opiions in
foreign currencies wis-a-vis the domeslic curmrency 10

{a) Shorl positions

{i) Bought puts

{ii) Written calls

{b) Long positions
|{i} Bought calls

i) Virittan puts

PR MEMORIA: [ the-menay cotions

i1} AL cumant exchange rate

{a) Short position

|{tr) Long position

(2) + 5 % (depreciation of 5%]) |

(a) Shor posibon |

{b} Long position

(3} - 5 % (appreciation of 5%) |_

{@) Short posthon

{b} Long position '

(4) +10 % (depreciation of 10%)

(a) Short position

{b) Long position

(5 - 10 % (appreciation of 10%) |

{2) Short position |

(D) Long position |

{8) Other (spetify)

{a) Short position

{b) Long position |
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V. Memo items

(1) To be reported with standard periodicity and limeliness: '

[8) short-term domestic curency debl indexed to the exchange rate

(b) financial instruments denominated in foreign currency and settled
by other means (e.g.. in domestic currency) *®

—nondeliverable forwards

—short positions

—long positions

—other instruments

{c) pledged assets ™

—included in reserve assets

—included in other foreign currency assets

|(d} securities lent and on repo *°

—lent or repoed and included in Section |

—lent or repoed but not included in Section |

—borrowed or acquired and included in Section |

—borrowed or acquired but not included in Section |

e) financial derivative assets {net, marked to market) ®

—forwards

—futures

—Swaps

—options

—other

(f} c_lerivatives -;forward, futures, or options contracts) that have a
residual maturity greater than one year, which are subject to margin

—aggrggate_' short and long positions in forwards and futures in foreign
currencies vis-a-vis the domestic currency (including the forward leg of
currency swaps)

(&) short positions (—)

b) long positions (+)

faggr_egate short and long positions of options in foreign curencies
vis-a-vis the domestic currency

(a) short positions

(i} bought puis

(i) written calls

{b} long pasitions

{i) bought calls

(i) written puts

(2) To be disclosed Iags frequenly:

{a} currency compasition of resereas (by groups of currencies)

—currencies in SDR basket

—currencies not in SDR basket

—by individual currencies (oplional)

This data
should be
supplied In

country notes.

AppendixV

Footnotes:

1. In principle, only instruments denominated and settled in foreign cumency (or those whose valualion 1s directly dependent on the
exchange rate and that are settled in foreign currency) are to be included in categones |, Il, and il of the template. Financial
instruments denominated in foreign currency and settled in other ways (2.g., in domeslic currency or commodities) are included as
memo items under Section V.

2. Netting of positions 1s allowed only if they have the same maturity, are against the same counterparty, and a master netting
agreement is in place. Positions on organized exchanges could also be netied.

3. Manetary authorilies defined according to the IMF Balance of Payments Manual, Fifth Edition.

4. In cases of large positions vis-8-vis inslilutions headquartered in the reporting country, in instrumeants other than deposits or
securies, they should be reporied as separate ilems.

5. The valuation basis for gold assets should be disclosed; ideally this would be done by showing the volume and price.

8. Including interest payments due within the comesponding time horizons. Foreign currency deposits held by nonresidents with
central banks should also be included here. Securities referred to are those issued by the monetary authorities and the ¢entral
government {excluding social security).

7. in the event thal there are forward or futures positions with a residual maturity greater than one year, which could be subject 1o
margin calls, these should be reporied separately under Section M.

8. Only bonds with a residual maturity greater than one year should be reported under this item, as those with shorter maturities wall
already be included in Section II, above.

9. Reporters should distinguish potential inflows and potential outfiows resulling from contingent lines of credit and report them
separately, in lhe specified format.

10. In the event that there are options positons with a residual maturity greater than one year, which could be subject to margin ¢alis,
these should be reported separately under Section V.

11. These "siress-tests” are an encouraged, rather than a prescribed, category of information in the IMF's Special Data Dissemination
Standard (SDDS). Could be disclosed in the form of a graph. As a rule, notional value should be reporied. However, in the case of
cash-setlled options, the estimated fujure inflowfoutflow should be disclosed. Positions are "in the maoney” of would be, under the
ast,furned values.

12. Bistinguish between assets and habililies where apphcable.

13. Igenlify types of inslrument; the valuation principles should e the same as in Seclions Il Where applicable, the notional valve of
nondeliverable forward positons should be shown in the same formal as for the nominal value of deliverable forwards/fulures in

Section Il.

14. Only assets included in Section | that ara pledged should be reported here.

15. Assets that are lent or repoed should be reported here, whether or not they have been included in Section | of the templale, along
with any associated liabilities {(in Secton |l). However, these should be reported in two separate categories, depending on whether or

not they have been included in Secbon | Similarly, secunlies that are borrowed or acquired under repo agreements should be
reported as a separate ilem and treated symimetnically. Markel values should be reported and the accounting treatmeni disclosed.

18. Identify types of nstrument. The main charactenstics of internal madels used to calculate the market vaiue should be disclosed.




: : Appendix ¥V
— -

Il. Predetermined shorf-term net drains on foreign currency assets (neminal value)

| Sy Mo e : Maturity breakdawn
Belect country name and reporting month [ <No Country Selected> || January =] [ 2000 | (residual maburily)
of the Mondh More than 3
Select reporting day ONLY when submitting weekly data None - | More than 1| manths
Curran S Upto1 andupto3|andupto
I"—‘j Totai month months | L
Select reporting currency and scale <No Currency Selected> ﬂ Milllons - .
1. Foreign currency loans, securities, and deposits _
Sslect institutionat coverage (if reporting monstary j “No Reporiar Ssiected> -_-_] —outilows (-) Principal |
authoritias and central government separately) Interest |
Separate Reporting Form for Presenting Data in the Template —inflows (+) ::’:Incgal i
. . . . ntere
on International Reserves/Foreign Currency Liquidity  (Reporting Form R1a.xls)

‘ . 2. Aggregate short and long positions in forwards and fl.rt.ures in
{Information to be disclosed by the monetary authorities and other central govemment, exciuding social security) * 23 forei%gn curencios vieanvis tho domasti currency (ndluding e

forward leg of currency swaps} 4
{a) Short positions (- }
(b} Long positions (+)

|. Official reserve assets and other foreign currency assets (approximate market value) 4
January 2000

A. Official reserve assets 3. Other (spectfy)
- - : - - —ouiflows related to repos (-)
1) Foreign cuirency reserves {in convertible foreign currencies) inflows related (o reverse repos (1)
a) Securities — .
of which: issuer headquartered in reporting country but located abroad —lrade cred!t ()
{b) total currency and deposits with: —trade credit {+) I
i) other national central banks, BIS and IMF | —other accounts payab ebf-) -
(i) banks headquartered in the reporting country —ather acoounts receivable (+)

of which: located abroad

L (iii) banks headquartered outside the reponting country
of which. located in the reporting couniry

1(2) IMF reserve position
3} SORs

{4} gold (including gold deposits and, if appropriate, gold swapped) 3
—volume in millions of fine troy ounces
5) other reserve assets (specify) . .
—financial derivatives - '
—loans to nonbank nonresidents
—other
B. Other foreign currency assets (specify)
—secuiities not included in official reserve assets
—deposits not included in official reserve assets
—ioans not included in official reserve assels
—financial derivatives not included in official reserve assets
old not included in official reserve assets
—other
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lll. Cantingent short-tarm net drains on forelgn currency assets (nominal value) IV. Memo items
= - I
[ Waturity broakdown 5
(residunl maturity, where applicabie) | i1} To bee roporied wilh standsnd penodicity and imelinass:
More than 31 {a} shor-term domestic currency debi Indgxad 1o the exchange rate
More than 1| months (b) financial instruments denominated in foreign currency and settled
Uptol  [andupto3 andupio 1 by other means (e.g., in domestic currency) >
Tadal maniiy months
- # yoar —nondeliverable forwards

1. ':.-i"'llll'HEHl lahalitiag in fareon GUTTENEy
a} Collateral guarantees on debt falling due within 1 |

—short positions

(D) Othgr contingent liabilities = ] = 1 —long positions

2. Foreign currency securities issued with embedded T - other irstruments

options 3 !

3pUnd {puttable bonFiS) - ! ~ © plodged assels "

) Ot o] I B S included in reserve assels

s M i —included in other foreign currency assets

other international arganizations
—other national monetary authorities {+)

{d) securities lent and on repo >

—BIS (+) —lent or repoed and included in Section ! =
(Z,'ﬂih*{,a- ks and e —lent or repoed but notincluded in Section |

R rt:re dai: thlﬁ:;ggfﬂ?g{'}:f:;?‘ﬂ‘;"s _ —borrowed or acquired and included in Section |

{c) with banks and ofher financial INstlLTons | —borrowed or acquired but not included in Section |

headquartered outsid i e) financial derivative assets (net, marked to market) *®

qua e the reporting counlry {+) {e) {net, )

Undrawn, unconditional credit lines provided to: —forwards

(a) other national monetary authorities, BIS, IMF, ang —futures

other intern_ational organizations —swaps

Eglf'lse(r-;atlonal monetary autharities {-) —oplions

—iMF () —other

{(b) banks and other finanaial institutions (f) derivatives (forward, futures, or options contracts) that have a
headquartered in reporting couniry (- ) residual maturity greater than one year, which are subject to margin
{c)banks and other financial institutions —aggregate short and long positions in forwards and futures in foreign
headquartered outside the reporting country ( - ) currencies vis-a-vis the domestic currency (including the forward leg of
4. Aggregate shorl and long postions of oplions in

foreign currencies vis-a-vis the domestic cu 0 | CLITency Swaps)

{a) Short positions e (&) short positions (- )

(i) Bought puts a {b) long positions {+)

i) Written calls —aggregate short and long positions of options in foreign currencies
(b) Long positions — - ®. vig-a-vis the domestic currency

(1) Bought calls (a) short positions
II ii} Written puts ] _ ' (i) bought puts
Pﬂ'_inl?_ﬂﬂﬁmﬂqm ' 1 (ii) written calls
|t 1AL current exchange ral i it

(a) Short position aefe I l - (1) oy pasiions i
{b) Long position [ i -(I,)] bor'.-:tg:nt ‘;il:z T
(2) * 5 % (deprecialion of 5%) | 1) wr -
2] To be disclosed less frequantiy.

(=) Short position
{b) Long position '

3) - 5 % (appreciation of 5%) ] |
(&) Short pesition |

(a) currency compaosition of reserves {by groups of currencies)
— ] —curmrencies in SDR basket
—currencies not in SOR basket

(b) Long position | | f by indivi - - -
—by individual currencies (optional This data

{4) +10 % (depreciation of 10%) | [ Y {op ) This data
supplied in

(@) Short posilign
{b) Long position
{5) - 10 % (appreciation of 10%) |
(a) Short position |
{b) Long position
1{6) Other (specify) [
(8) Short position
L(b) Long position |

country notes.

B

-
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Footnotes:

1. In principle, only instruments denominated and settled in foreign currency (or those whose valuation is directly dependent on the
exchange rate and that are seftied in foreign currency) are 1o be included in categories 1, 1, and Il of the template. Financial
instruments denominated in foreign currency and settied in other ways (e.9., in domestic currency or commodities) are included as
memo items under Section V.

2. Netting of positions is allowed only if they have the same malurity, are against the same counterparty, and a master netling
agreement is in place. Positions on organized exchanges could also be netted.

3. Monetary authonties defined according to the IMF Bafance of Payments Manual, Fiith Edition.

4. In cases of large positions vis-a-vis institutions headquartered in the reporting couniry, in instruments other than deposits or
secunities, they should be reported as separate items.

5. The valuation basis for gold assets should be disclosed; ideally this would be done by showing the volume and price.

8. Including interest paymenis due within the corresponding time horizons. Foreign currency deposits held by nonresidents with
cenlral banks should also be included here. Securities referred to are those issued by the monetary authorities and the central
government (excluding social security).

7. In the event that lhere are forward or futures positions with a residual malurity greater than one year, which could be subject to
margin calls, these should be reported separately under Section V.

8. Only bonds with & residual maturily greater than one year should be reporied under this item, as those with shorter maturities will
already be included in Section |, above.

8. Reponters should distinguish potential inflows and potential cutflows resuiting from contingent lines of credit and report them
separately, in the specified format.

10. ln the event that there are options positions with a residual maturity greater than one year, which could be subject to margin calls,
these should be reported separately under Section v,

11. These "stress-tests” are an encouraged, rather than a prescribed, category of information in the IMF’s Special Data Dissemination
Standard (SDDS). Could be disclosed in the form of a graph. As a rule, notional value should be reported. However, in the case of -~
cash-settled options, the estimated future inflowfoutflow should be disclosed. Positions are “in the money” or would be, under the
assured values.

12. Distinguish between assets and ligbilives where applicable.

12. Identify types of instrurment; the valuation principles should be the same as in Sections -l Where applicable, the notional value of
nondeliverable forward positions should be shown in the same format as for the nominal value of deliverable forwards/futures in
Section I,

14. Only assets included in Section | that are pledged should be reported here,
15. Assets that are lent or repoed should be reported here, whether or not they have been includad in Section 1 of the template, along
with any associated liabilities {(in Section [l). However, these should be reported in two separate categories, depending on whether or

not they have been included in Section | Similarly, securities that are bomowed or acquired under repo agreements should be
reported as a separale item and treated symmetrically. Market values should be reported and the accounting treatment disclosed.

16. ldentify types of instrument. The main charactenstics of internai models used to calculate the market value should be disclosed.

Index

Entries refer to corresponding para-
graph numbers within the text.

American Depository Receipts (ADRs), 79
American-style options, 222, 228
Amortization schedules. 152
Asset-backed securities
predetermined drains, 162
Authorities. See Monetary authorities

.

Balance of Payments Manual
concept of international reserves, 9, 63
foreign exchange defined, 77
monetary authorities defined, 21
reconciling concept of reserves and template
data, 110-117
reserve assets defined, 60
Bank for International Settlements
credit lines, 211-212
deposits held in, 92
‘Ehon-term loans to0, 93
Bankers’ acceptances
predetermined drains, 163
Banks. See afso Financial institutions
defined. 92
deposits held in, 92
Benchmark revaluations, 130
BIS. See Bank for International Settlements
Black-Scholes formula, 272
Bonds
predetermined drains, 162
puttable, 199-205
Bought calls, 223
Bought options. 182
Bought puts, 223
BPMS. See Balance of Payments Manual
Brady bonds, 162
Branches of financial institutions, 104—105, 108
Building societies
deposits held in, 92
Bullion banks, 99

Buybacks
reporting securities in data template, 81

Call options, 182, 228, 234
Central Banks
Group of Ten, 3, 279
Central banks
credit lines, 211213
Central government
coverage in data template, 20
defined, 22
Certificates of deposit
predetermined drains, 162-163
CGFS. See Committee on the Global Financial
System
Closure netting, 150
Collateral guarantees, 193-195
Collateralized loans, 84, 85
Collateralized mortgage obligations
predetermined drains, 162
Commercial banks
deposits held in, 92
Commercial paper
predetermined drains, 163
Commitiee on the Global Financial System
Operational Guidelines templale development,
3,279
Contingent liabilities, 191-198
Contingent net drains, 48, 180-190
Contractual obligations. 180
Convernible bonds
predetermined drains, 162
Cooperatives
deposits held in, 92
Counterparty claims, }07-108
Country notes, 42, 58
Credit events, 202
Credit lines, 206-221
Credit unions
deposits held in, 92
Cross-currency swaps, 173




s

Cross default/cross acceleration clauses, 203
Currencies

market valuation, 133

reporting in data template, 37, 77, 94, 113
Currency liquidity. See Foreign currency liquidity
Currency swaps, 173
Currency unions

reporting reserve assets, 23

Data template
country notes, 42, 58
currencies reported, 37
data for institutions headquartered in and out-
side of the reporting country, 103—109

disclosing reserve assets and other foreign cur-

rency assets, 5863
dissemination of data, 43
features of, 2044
financial activities covered, 24-25
financjal derivatives activities, 26-31
framework of, 48
gold ceporting, 98—101
IMF reserve position, 96
institutions covered, 20-23
items not applicable, 40
other reserve assets reporting, 102
Pro Memoria section, 231235
reconciling BPMS5 concept of reserves
110-117
reference date, 38
reporting data, 3744
reporting foreign currency reserves, 77-78
securities reporting, 79-90
special drawing rights reporting, 97
structure of, 45-50
time horizon, 35-3§
total deposits reporting, 91-95
transaction dates, 39
types of data reported, 46
valuation principles, 32-34
Debentures
predetermined drains, 162
Debt securities
market valuation, 132
predetermined drains, 162, 165
reporting on data template, 79
Demand deposits, 91
Deposit insurance, 195
Deposits
in banks headquartered in and outside of the
reporting country, 107
foreign currency reserves, 77
market valuation, 133

“on call” 161
reconciling BPMS concept of reserves and
template data, {14
reporting in data template, 91-95
Diamonds, 98

Discounted bonds
predetermined drains, 162

Discrete puts, 202

Domestic currency debt
short-term, 242

Dual-currency bonds
predetermined drains, 162

Equity securities
market valuation, 131
reporting on data iemplate, 79
ESAF Trust Loan Account, 93, 215
European-style options. 222, 228
Exchange rates, 146
Exercise dates, 228
Exercise price. See Strike price
External assets, 62. 69
External liabilities, 153-158

Federal National Mortgage Association (Fannie
Mae), 191

Financial derivatives assets
activities, 26-31
market valuation, 134, 267-272
netl, marked-to-market values, 262-273
with residual maturity of greater than one

year, 244-245

Financial institutions E
branches and subsidiaries, 104105, 108
credit lines, 211-213
deposits held in, 92

headquartered abroad but located in the report-

ing country. 105
headquartered in the reporting country.
103-104
headquartered in the reporting country but
located abroad, 104
headquartered outside the reporiing country,
103, 105
reserve assets in resident financial institutions.
60
Financial instruments
denominated in foreign corrency and settled
by other means, 247-254
Financing agreements, 211
Floating-rate bonds
predetermined drains, 162

Flow data, 38
Flow of funds accounts, 152
Flows
data template section reported in, 46, 49
Foreign currency assets. See also Official reserve
assets; Other foreign currency assets
confingent liabilities, 191-198
contingent net drains, 180-190
convertible, 67
defined, 59
defining predetermined drains, 138-143
deposilts in resident banks. 108
disclosing, 58-63
exiernal assets, 62
options, 222-235
ownership, 68
predetermined drains, 138-152
reserve assets, 66--67
securities with embedded options, 199-205
undrawn, unconditional credit lines, 206-221
Foreign currency deposits, 197
Foreign currency flows
associated with loans and securities, 159-166
other predetermined drains, 178-179
relating 1o forwards, futures, and swaps,
167177
unlike data on external liabilities, 153-158
Foreign currency liquidity
concepts for data template, 15-19
data deficiencies, 1
data template for, 48
importance of timely disclosure, 2
instruments included in resources and drains,
24
linkages with international reserves concepts,
19
off-balance-sheet activities, 5
Foreign currency loans, 161, 197
Foreign currency reserves
deposits, 77
reconciling BPM5 concept of reserves and
template data, 116
reporting in data template, 77-78
secunties, 77, 109
as type of reserve asset. 75
Foreign exchange assets
defined, 77
reconciling BPMS5 concepl of reserves and
template data, 112
swap agreemenis, 73
as type of reserve assey, 12, 75
Foreign exchange guarantees, 195
Foreign exchange swaps, 173

Forward contracts, 171-173, 273
Forward transactions, 212
Forwards, 102, 167-177

Future delivery transactions, 212
Futures, 102, 167-177

Futures contracts, 171-172, 273

GAB. See General Arrangements to Borrow
General Arrangements to Borrow
commitments to the IMF, 214
reserve position, 96
Gold
market valuation. 135
reconciling BPM3S concept of reserves and
template data, 112
reporting in data template, 98-101
as type of “other foreign currency asset,” 125
as type of reserve asset, 12, 75-76
Gold deposits
reporting in data template, 98-99
Gold on loan, 98
Gold swaps, 98, 100-101. 178, 258
Group of Ten
Commiitee on the Global Financial System, 3, 279
Guarantees, 193-195

Hard puts, 203

IIP. See International investment position
IMF. See International Monetary Fund
Immediate delivery transactions, 212
In-the-money oplions, 31, 226, 228, 231-235, 251
Indexed bonds
predetermined drains, 162
Indexed securities, 248
Inflows
data template section reported n, 46, 50
predetermined drains, 139140, 145, 148,
150-151, 166, 179
Institutions. See Financial instituiions
International financial architecture
data deficiencies, 1
development of framework, 3
financial activities covered by data template,
24-25
financial derivatives activities, 26-31
foreign currency liquidity concepts, 15-19
importance of timely disclosure, 2
institutions covered by data template, 20-23
international reserves concepts, 9-14
reporting and dissemination considerations,
3744
structure of data template, 45-50




structure of Operarional Guidelines, 51-57
template for, 4-8
time horizon, 35-36
valuation principles, 32-34
International investment position, 154—158
International Monetary Fund
Balance of Payments Manual, 9
loans to, 70
Operational Guidelines template development,
3
reserve position, 96
short-term loans to, 93
International reserves
concepts for data template, 914
“controlled by” concept, 11, 13
data deficiencies, i
data template for, 4-8
defined, 9
importance of timely disclosure, 2
linkages with foreign currency liquidity
concepts, 19
“readily available” concept, 11, 13
residency concept, 10
types of, 12
Internet
dissemination of data, 43

Letters of credit, 197
Lines of credit, 73
Loans
guarantees, 195
pledged assets, 72
predetermined drains, 149, 153-154, 159-161
reserve assets, 70
short-term, 93, 102, 160-161
Local governments
exclusion from central government definition,
22
Long legs, 173
Long positions, 28, 150, 177, 182, 222-230
Long-term loans. 160
Long-term securities, 79

Margining, 259
Marked-to-market values. See Net, marked-to-mar-
ket values
Market valuation
of currency. 133
of deposits, 133
of financial derivatives, 134, 267-272
of monetary gold, 135
of reserve assets, 117, 128-130
of reserve position in the IMF, 137

of securities, 131-132
of special drawing nghts, 136
Marketable assets, 65
Marking t0 market, 263
Memo items. See Memorandum items
Memorandum items
coverage of, 236-246
currency composition of reserves, 246
financial derivatives assets, 262-273
financial derivatives with residual maturity of
greater than one year, 244-245
financial instrumenis denominated in foreign
currency and settled by other
means, 247-254
pledged assets, 243
reporting of, 25
repurchase agreements, 255-261
securities lent, 255-261
short-term domestic currency debt, 242
Special Data Dissemination Standard,
274-280
Monetary authorities
claimg on nonresidents, 69
coverage in data template, 20
defined, 21
loans provided by, 70
ownership of reserve assets, 68
pledged assets, 72
rea) estate ownership, 74
reverse repos, 86—87
transfers of forgign currency claims, 71
Monetary gold. See Gold
Money markel instruments
predetermined drains, 163 "

NAB. See New Arrangements to Borrow
NDFs. See Nondeliverable forwards
Negotiable certificates of deposit
predetermined drains, 163
Net, marked-to-market values
financial derivatives activities, 29, 262-273
reporting in data template, 50, 102
as type of “other foreign currency asset,” 123
Net drains, 15, 139, 180-190
Net international reserves, 17
Netting by novation, 150, 266
New Arrangements to Borrow
commitments 1o the IMF, 214
reserve position, 96
Nondeliverable forwards, 176, 248-250, 252-254
Nondeliverable options, 248, 251
Nonissued securities, 79
Nonparticipating preferred stocks

predetermined drains. 162

Nonresidents
claims of the monetary authorities, 69
foreign currency secucities issued by, 79
loans to, 70
reconciling BPMS concept of reserves and

template data, 116

Notes
predetermined drains, 162

Notional values, 34, 50, 222-223. 225, 227-228

Off-balance-sheet activities, 5, 138
Official reserve assets. See also Other reserve assels

currency composition of. 246

defined, 59, 64

deposits, 92

disclosing, 58-63

exclusion of pledged assets, 72

external assets, 62, 69

financial instruments, 75

foreign currency assets, 66-67

loans, 70

market valuation, 117. 128<130

marketable assets, 65

ownership, 63

quality of, 89

“readily available™ assets, 63

reconciling BPMS concept of reserves and

template data. 110-117

reserve assets as, 14

residency concept, 69
On-balance-sheet obligations. 138
Option agreements, 222
Ophions

definitions of terms. 223

in-the-money options, 231-235

long positions, 222-230

market valuation, 272

notional values, 222-223, 225, 227

short positions, 222-230

as type of “other reserve asset,” 102
OTC instruments. See Over-the-counter Instruments
Other foreign currency assets

defined. 59

defining, 118-127

gold, 98

market valuation, 128-129

reporting of assets, 62
Other reserve assets

reporting in data template, 102

short-term foreign currency loans, 93
Out-of-the-money options, 228, 251
Outflows

data template section reported in, 46, 50
predetermined drains, 139-140, 143, 148-151,
179
Over-the-counter instruments, 171

Participation certificates
predetermined drains, 162
Pledged assets, 72, 243
Position data, 38
data template section reported in, 46
Positicns
data template section reported in, 46, 49
Post office savings banks
deposits held in, 92
Precious metals and stones, 98
Predetermined drains
associated with loans and securities, 159-166
defining, 138-143
examples, 48
other predetermined foreign currency flows,
178-179
relating 1o forwards, futures. and swaps,
167177
reporting data, 144152
unlike data on external liabilities, 153-158
Prevailing market price, 267-268
Pro Memoria section, 231-235
Public debt securities
predetermined drains, 165
Pure credit facilities, 213
Put options, 182, 199, 228, 234
Puttable bonds, 199-205

Real estate
owned by monetary authorities, 74
Reciprocal currency arrangements, 21 1-212
Reference dates, 38, 129, 144
Remaining maturity. See Residual maturity
Repos. See Repurchase agreements
Repurchase agreements
defined, 82
differentiating from reserve assets, 72
predetermined drains, 151,178
reporting securities in data template, 81,
84-86, 102, 255-261
Reserve assets. See International reserves; Official
reserve assels; Other reserve assels
Reserve position in the IMF
defined, 96
markel valuation, 137
reconciling BPMS concept of reserves and
lemplate data, 112
as lype of reserve asset, 12, 75-76
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Reserve ranche. 96

Resident financial institutions
reserve assets in. 60

Residual maturity
for contingent net drains, 185
defined, 36

Revaluation dates, 131

Reverse repos
defined, 82
predetermined drains, 151, 178
reporting securities in data template, 8487,

256

Savings and loan associations
deposits held in, 92
Savings banks
deposits held in, 92
SDDS. See Special Data Dissemination Standard
SDRs. See Special drawing rights
Securities
with embedded opticns, 199-205
foreign currency reserves, 77, 109, 115
guarantecs, 195
indexed. 248
market valuation. 131-132
predetermined drains, 149, 153-154, 162-166
quality of, 89
reconciling BPMS5 concept of reserves and
template data, 115
reporting in data template, 79-90
underwriling agreements, 197
Securities lending
defined, 83
differenuiating from reserve assets, 72
predetermined drains, 178
reporting in data template, 81, 84, 255-261
Securities lent/borrowed
reporting in data template, 88
Seilbacks
reporting securities in data template. 81
Settlement dates, 39
Short legs, 173
Short positions, 28, 150, 177, 182, 222-230
“Short-term”
defined, 35
Short-term domestic currency debt, 242
Short-term drains. 139, 142
Short-term loans, 93, 102, 160-161
Silver bullion, 98
Social security funds
defined, 22

Soft puts, 203
Special Data Dissemination Standard, 183, 274-280
Special drawing rights
currency composition of reserves. 246
market valuation, 136
reconciling BPMS5 concept of reserves and
template data, 112
reporting in data template, 97
as type of reserve asset, 12, 75-76
Spot transactions, 212
State governments
exclusion from central government definition,
22
Stock data
data template section reported in, 46
Stress lesting, 30-31, 183, 235
Strike price. 146, 222, 228
Subsidiaries of financial institutions, 104-105, 108
Swap agreements
for foreign exchange assets, 73
Swap facilities, 213
Swap transactions. 212
Swaps, 102, 167-177. See also Gold swaps

Term deposits, 91, 197
Test dates, 216
Time horizon

in data template, 35-36
Transaction dates, 39
Transaction prices, 131
Treasury bills

predetermined drains. 163
Two-year bullets, 201

Unconditional credit lines, 206-221 '
Underwriting agreements, 197
Undrawn credit lines, 206-221

U.S. Treasury bonds, 79

Valuation principles
in data template, 32-34
market valuation of reserve assets, 117

Window dressing, 71
Written calls, 223
Written options, 182
Written puts, 223

Zero-coupon bonds
predetermined drains, 162
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