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Glossary of Money Market Terms

7-Day yield An annualised historical yield calculated on the date shown based on the preceding 
seven days level of income earned by the fund.

A

Amortized price A method of valuing assets, based on the acquisition cost, which may include a 
discount or premium to the face value, adjusted over the life of the security to 
account for any discount or premium, such that amortized cost equals the principal 
value at maturity. 

Annualised A rate of return for a given period that is less or more than one year, but that is 
adjusted to show the return this would equate to over a 1 year period. 

B

Basis point (bp) One-hundredth of one percent, i.e. 1% is equal to 100 basis points. Yields of 
money market instruments and money market funds are often quoted in basis 
points as opposed to fractions. 

Bid offer spread The difference between the prices that a holder or trader of assets (generally a 
financial institution or financial intermediary) is willing to buy and sell those assets. 
There is generally no bid-offer spread for the purchase or sale of units in a money 
market fund. 

Bid price The market-maker’s buying price of securities or assets. 

C

Certificates of 
deposit 

A certificate of deposit, or CD, is a bank-issued investment instrument where a 
bank typically agrees to repay the principal plus interest on a fixed maturity date. 
CDs are typically negotiable, meaning they can be sold on the secondary market, 
allowing the principal and accrued interest to be redeemed before maturity. 

Commercial 
paper 

Commercial paper, or CP, is a short-term, unsecured promissory note. It is usually 
issued in bearer form, meaning it is a negotiable instrument. By issuing the paper, 
the issuer promises to pay the bearer the face value of the paper on a fixed 
maturity date. CP is usually issued at a discount. 

Constant net 
asset value 
(CNAV) money 
market fund 

A money market fund that seeks to maintain shares in distributing share classes 
at a constant price of 1.00, achieved through valuing assets at amortized price. 
Distributing units accrue income daily, which is either paid out to the investor or 
used to purchase more units in the fund. Accumulation units may also be offered 
that price assets on an amortized basis, but that accumulate income which is 
reflected in a rising fund price. 

Corporate bonds Debt instruments issued by companies which can vary in maturity from less than 
one year to over 20 years. These are typically issued in bearer form, meaning 
they are negotiable. Money market funds may use corporate bonds in certain 
circumstances where they meet clear maturity and credit requirements and the 
investment manager determines that there is sufficient secondary market liquidity. 

Credit rating A standardised assessment, expressed in alphanumeric form, of the 
creditworthiness of an entity raising debt capital. Ratings are issued by credit ratings 
agencies based on their published methodology for rating the relevant instrument. 

Terms A — C



www.globalliquidity.hsbc.com 3

Credit rating 
agency

Independent institutions that assess the creditworthiness or credit risk of issuers 
and provides credit ratings which are publicly available and used by investors as 
well as analysts as a guide for investment decisions.

Credit risk The risk that an issuer of a debt instrument will fail to repay, in whole or in part, the 
principal and/or accrued interest to the investor. Where a money market fund holds 
the debt of an issuer which has defaulted, the final recovery value will be impacted 
by the standing of the security held in insolvency proceedings. 

Credit spread The difference in value of two securities with comparable maturity and yield but 
different credit quality. 

D

Dividends Distributions, representing income earned less expenses, paid either in cash or 
additional shares by a fund. 

E

EONIA The Euro Overnight Index Average. An effective overnight rate computed as a 
weighted average of all overnight unsecured lending transactions in the interbank 
market, initiated within the euro-zone by the contributing panel banks. 

European 
securities and 
markets authority 
(ESMA) 

An independent EU Authority made up of the national securities regulators of the 
European Union member states. ESMA was set up in 2011, as a successor to 
CESR, and its aim is to enhance the protection of investors and reinforce stable 
and well-functioning financial markets in the European Union. 

G

Government 
money market 
fund 

A money market fund which invests exclusively or primarily in debt instruments 
issued by a particular government, or agencies or entities with the express backing 
of that government. Government funds may also use repurchase agreements 
backed by such governments or government agencies. 

I

Interest rate risk The risk that the yield on a money market fund lags behind a move in the reference 
currencies money market rate. Money market funds take positions on duration 
and, as a result, their portfolios do not match the ‘market’ in general. Consequently, 
then the market moves (e.g. because of an interest rate movement), it can take 
some time for a money market fund to readjust its portfolio, which can result in an 
interest rate lag. 

Investment grade Securities with a long-term credit rating equal to or above investment grade, which 
is currently BBB or higher. 

Issuer A company or other entity that borrows or raises capital via the financial markets 
through the issuance of securities. 

L

LIBID Abbreviation for the London Interbank Bid Rate which is normally 12.5 basis points 
or an eighth less than LIBOR (see LIBOR). 

Terms C — L
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LIBOR Abbreviation for London Interbank Offered Rate, the interest rate at which major 
international banks in London will lend cash to each other, and hence an indicator 
rate for international lending. 

Liquid assets Liquid assets are those that can be converted to cash quickly with minimal impact 
to the price, or assets that will mature at par on the following day. 

Liquidity risk 1) The risk that a security cannot be sold immediately without realising a loss. 
2) The risk that a money market fund has insufficient liquid assets to meet 
redemptions. 

M

Mark-to-market 
price 

The value of an asset based on the market price at a given point in time, i.e. the 
tradable value of each security. 

Money market The financial market in high quality short term negotiable debt securities. The 
money market is used for borrowing and lending for short periods of a few days up 
to 1 year. 

Money market 
funds 

A mutual fund that invests in a diversified portfolio of short term, high quality, 
money market instruments. 

O

Offer price The price at which currencies, assets, securities, commodities or instruments are 
sold or money/funds are lent by market participants. 

P

Par value Face value of the security

Prime funds A money market fund that invests in a range of short term securities issued by 
financial institutions and corporates, as well as governments. 

R

Repurchase 
agreements 

Also known as a repo, or a sale and repurchase agreement, is the sale of securities 
together with an agreement to buy them back at a future date, in return for a 
short term loan. The repo seller, who is receiving the loan, is offering securities as 
collateral against the loan. 

Reset date The date on which the interest rate of an adjustable rate security is reset, in 
accordance with a pre-agreed formula. 

S

Secondary 
market 

The market where investors can buy and sell securities from other investors, rather 
than directly from the issuing company. 

Settlement The exchange of securities between buyer and seller and the corresponding 
transfer of money between the two contractual parties. 

Terms L — S
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Settlement date The date on which a security transaction is settled i.e. payment is made and 
securities are delivered. In reference to an investment in a money market fund, 
this is the date on which subscription proceeds must be sent to the fund or that 
redemption proceeds must be paid by the fund to the redeeming investor. 

Short term debt 
instruments 

Fixed income securities with initial or remaining maturities ranging from 12-18 
months or less. Examples include, commercial paper, medium term notes, variable 
rate notes, floating rate notes, bankers acceptances, government bonds, treasury 
bills, Eurobonds, asset backed security and corporate bonds. 

SONIA The Sterling Overnight Interbank Average. This is the average interest rate used for 
bank borrowing in sterling outside of business hours. 

T

Tenor The period between the issue date and the final maturity of a security. 

Time deposits A product offered by banks whereby the bank agrees to pay a fixed rate of interest 
in exchange for the depositor agreeing to deposit the principal for a fixed period, 
ranging anywhere from overnight to two years and beyond. Generally, the rate of 
interest offered will be higher the longer the term of fixed deposit. 

Trade date The date on which a transaction is executed following which settlement will occur 
on the agreed settlement date. Also known as transaction date. 

Treasury funds A money market fund which invests exclusively in securities issued by the US 
Treasury. Some Treasury funds may have the ability to use repurchase agreements 
backed by US Treasury securities. 

U

UCITS Undertaking for Collective Investment in Transferable Securities. This is the 
acronym for the pan-European regulation governing collective investment schemes 
(mutual funds). This European regulation contains requirements such as minimum 
diversification requirements, product disclosure etc. 

W

Weighted average 
life (WAL) 

The weighted average days to maturity of a portfolio of securities, based on the 
final maturity of all instruments including those with a floating interest rate. 

Weighted average 
maturity (WAM) 

The weighted average days to maturity of a portfolio of securities, based on the 
reset date of floating rate instruments, and the final maturity of other instruments. 

Y

Yield The annual rate of return from income paid out on an investment in securities or a 
money market fund, expressed as a percentage of the current market prices of the 
relevant securities. 

Yield curve A graphical representation of demonstrating the relationship between yield and 
maturity on comparable debt securities with different maturities, usually for a 
single issuer or a very closely related group of issuers. 
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For Professional Clients and intermediaries 
within the countries set out below and 
for Professional Investors in Canada and 
Institutional Investors in the USA and 
Singapore. This document should not be 
distributed to or relied upon by Retail 
clients/investors.

The contents of this document may not be 
reproduced or further distributed to any person 
or entity, whether in whole or in part, for any 
purpose. All non-authorised reproduction or 
use of this document will be the responsibility 
of the user and may lead to legal proceedings. 
The material contained in this document is for 
general information purposes only and does not 
constitute advice or a recommendation to buy 
or sell investments. Some of the statements 
contained in this document may be considered 
forward looking statements which provide 
current expectations or forecasts of future 
events. Such forward looking statements 
are not guarantees of future performance or 
events and involve risks and uncertainties. 
Actual results may differ materially from those 
described in such forward-looking statements 
as a result of various factors.  
We do not undertake any obligation to update 
the forward-looking statements contained 
herein, or to update the reasons why actual 
results could differ from those projected 
in the forward-looking statements. This 
document has no contractual value and is not 
by any means intended as a solicitation, nor a 
recommendation for the purchase or sale of 
any financial instrument in any jurisdiction in 
which such an offer is not lawful. The views 
and opinions expressed herein are those of 
HSBC Global Asset Management at the time 
of preparation, and are subject to change at 
any time. 

The value of investments and the income from 
them can go down as well as up and investors 
may not get back the amount originally 
invested. Past performance contained in this 
document is not a reliable indicator of future 
performance whilst any forecasts, projections 

and simulations contained herein should not be 
relied upon as an indication of future results. 
Where overseas investments are held the rate 
of currency exchange may cause the value 
of such investments to go down as well as 
up. Investments in emerging markets are by 
their nature higher risk and potentially more 
volatile than those inherent in some established 
markets. Before subscription into money 
market funds, investors and potential 
investors should consider the investment 
objectives, charges, expenses and note the 
general risk factors contained in the fund 
prospectus. Mutual fund investments are 
subject to market risks, read all scheme 
related documents carefully.

We accept no responsibility for the accuracy 
and/or completeness of any third party 
information obtained from sources we 
believe to be reliable but which have not been 
independently verified.

HSBC Global Asset Management is the brand 
name for the asset management business 
of HSBC Group. The above communication 
is distributed by the following entities: in 
Argentina by HSBC Bank Argentina SA; in 
Brazil by HSBC Bank Brasil S. A.; in Bermuda 
by HSBC Global Asset Management (Bermuda) 
Limited, of 6 Front Street, Hamilton, Bermuda 
which is licensed to conduct investment 
business by the Bermuda Monetary Authority; 
in Canada by HSBC Global Asset Management 
(Canada) Limited which is registered in all 
provinces of Canada except Prince Edward 
Island and is also registered in the Northwest 
Territories; in Colombia by HSBC Fiduciaria S. 
A; Investments in fund shares do not constitute 
deposits in HSBC Bank Argentina SA. Thus, 
according to the Argentinean law for financial 
institutions, they are not covered by any of 
the guarantees that such deposits, sight or 
term, might enjoy according to the appropriate 
legislation and regulation. Likewise, HSBC 
Bank Argentina S.A. is not allowed, by BCRA 
regulations, to assume tacit or expressly, any 
commitment of maintaining at any moment 
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the value of the invested capital, the yield, the 
value of the shares at redemption or granting 
liquidity for such end. Law 25,738 (1st art.); 
HSBC Bank Argentina S.A., is a corporation 
constituted under the Argentinean republic’ law. 
Its operations are independent from the other 
companies of the HSBC group. Shareholders 
limit their responsibility to their subscribed 
capital; in France by HSBC Global Asset 
Management (France), a Portfolio Management 
Company authorised by the French regulatory 
authority AMF (no. GP99026); in Germany by 
HSBC Global Asset Management (Deutschland) 
which is regulated by BaFin; in Hong Kong by 
HSBC Global Asset Management (Hong Kong) 
Limited, which is regulated by the Securities 
and Futures Commission; in India by HSBC 
Asset Management (India) Pvt Ltd. which is 
regulated by the Securities and Exchange Board 
of India; in Panama by HSBC Bank Panama; in 
Singapore by HSBC Global Asset Management 
(Singapore) Limited, which is regulated by 
the Monetary Authority of Singapore. HSBC 
Global Asset Management (Singapore) Limited, 
or its ultimate and intermediate holding 
companies, subsidiaries, affiliates, clients, 
directors and/or staff may, at anytime, have a 
position in the markets referred herein, and 
may buy or sell securities, currencies, or any 
other financial instruments in such markets. 
HSBC Global Asset Management (Singapore) 
Limited is a Capital Market Services Licence 
Holder for Fund Management. HSBC Global 
Asset Management (Singapore) Limited is 
also an Exempt Financial Adviser and has 
been granted specific exemption under 
Regulation 36 of the Financial Advisers 
Regulation from complying with Sections 25 
to 29, 32, 34 and 36 of the Financial Advisers 
Act); in Switzerland by HSBC Global Asset 
Management (Switzerland) Ltd; in the UK by 
HSBC Global Asset Management (UK) Limited, 
who are authorised and regulated by the 
Financial Conduct Authority; and in the United 
States by HSBC Global Asset Management 
(USA) which is regulated by the Securities and 
Exchange Commission; 

Copyright © HSBC Global Asset Management 
Limited 2013. All rights reserved. No part of 
this publication may be reproduced, stored 
in a retrieval system, or transmitted, on any 
form or by any means, electronic, mechanical, 
photocopying, recording, or otherwise, without 
the prior written permission of HSBC Global 
Asset Management Limited.  
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Contact
Take the next step
To learn more about how HSBC can help you better manager liquidity in today’s 

evolving global economy, please contact your usual HSBC client services team. 

For more information, please contact us or visit our website:

Asia

T:  +852 2284 1376 

E:  liquidity.asia@hsbc.com

Americas

T:  +1 (1) 212 525 5750

E:  global.liquidity@us.hsbc.com

EMEA

T:  +44 (0) 20 7991 7577

E:  liquidity.services@hsbc.com

France

T:  +33 1 58 13 15 26 

E:  hsbc.client.services-am@hsbc.fr 

Germany

T:  +49 (0)211 9104784

E:  amde.client.service@hsbc.de 

 

For more information on our capabilities go to www.globalliquidity.hsbc.com


