BANK OF ZAMBIA

GENERAL MANAGER’S OFFICE fﬁ?ﬁlﬂﬂx 30080 LUSAKA

TEL: 228888/228903-20

28 November 1994 FAX 222808

C B Circular No. 14/94

TO: ALL COMMERCIAL BANKS

Dear Sirs
BEE: FOREIGH CUIRNRENCY EXPOSURE

¥You are hereby notified that the Bank of Zambia has deterimined Lhat
the maximum mismatch between a bank’s total [oreign assets and
liabilities should be equivalent to 25 percent of the bank’s
capital and reserves. S50, with effect froum 21st December, 1994,
all commercial banks will be required to observe, with regard to
Lheir foreign curvency exposure, open position limits equivalent to
not more than 2% percent of their total capital and reserves.

Following the liberalization of the economy and the Lifting wf
exchange conbtrol regulaltions, commercial banks are now undertaking
more business denominated in foreign currencies. 1In additian, kb
introduction of a market determined exchandge rate has increased Lhe
uﬂaCGpt]bleLY of banks!' exposure Lo foreign currency risk. The

sk of the relative wvalues of currenciocs changing could lead to
exchange losses for Lhe banks concerned. Therefore banks have to
watch closely the mismatch between foreign assets and foreign
liabilities.

Commercial banks will he reguired te report at the end of each
calendar month tLtheir foreign curvency exposure on the attached
return  FMX3. The report should reach the Director, Bank
Supervision, by the 10th day of the [ellowlng month,

This return does not replace Torms FMX1 and FMXZ. These two daily
returns shall continue to ke sulmitbted in their Prasent format
except for some minor changes. On Form FHX1, forwards options and
futures will have Lo be shown separately [rom obther purchases and
sales. On Form FMX2 applicable exchange rates will not only be
confined to cash transactions as has been the case hitherto.

There may well be exposures outstanding on the baooks of some
commercial banks after 31st December which exceed the 25 percent
limit, Banks which expect te have such an exposure should seek
permlsslan from the Bank of Zambia by writing to the Dlrprtor, Bank
Supervision Departmenl, not later than 20th December 1 994, setting

/2. ..



out details of such exposures along with a timetable for bringing
the exposures within the stipulated limit of 25 percent of capital
and reserves.

Yours faithfully

8Cta .

G MEBULO
GENERAL MANAGER

Encl:
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