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Changes in Monetary Policy in Hong Kong

Shigeo TAGUCHI

Following the reunification in July 1997, Hong Kong Special Administrative Region (HKSAR)
continued to adopt a high degree of autonomy under the principle of “One Country, Two Systems” in
accordance with Basic Law. The contagion of the Asian financial turmoil triggered substantial selling
pressure in Hong Kong dollar and its stock markets. HKSAR made every effort to defend the linked
exchange rate system against several rounds of speculative attack successfully. However, measures
adopted by HKSAR, e.g. intervention in stock markets, and unnecessary dependence upon Mainland’s
interpretation of Basic Law might become the turning point to weaken long-cherished effectiveness and
competitiveness in Hong Kong financial market.
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