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BURSA MALAYSIA DERIVATIVES BERHAD 
 

 
 Date : 30 March 2012     

 
Trading Participant Circular No.:  5/2012 

 
1. AMENDMENTS TO THE RULES OF BURSA MALAYSIA DERIVATIVES BERHAD 

(“RULES OF BURSA DERIVATIVES”) 
- Exchange for Related Positions (“EFRP”) 

 
2. AMENDMENTS TO THE TRADING PARTICIPANTS’ MANUAL 

- EFRP 
- Negotiated Large Trades (“NLT”) 

   
 
1. INTRODUCTION 
 

Amendments to the Rules of Bursa Derivatives 
 
1.1 The Exchange of Futures for Physical facility (“EFP facility”) is an off-market trading 

mechanism which enables the Trading Participants to negotiate and exchange 
physical exposure for an offsetting futures position.  Bursa Malaysia Derivatives 
Bhd (the “Exchange”) is expanding the EFP facility into an EFRP facility.  With this 
expansion, a futures position may also be exchanged for other forms of related 
positions such as a corresponding Over-the-Counter (“OTC”) swap position, a 
related product or a corresponding futures position listed on the Exchange. 

 
1.2 In line with the launch of the EFRP facility, amendments have been made to the 

Rules of Bursa Derivatives.  The rule amendments are further explained below in 
paragraph 2. 

 
Amendments to the Trading Participants’ Manual 

 
1.3 Amendments have been made to chapters 11 and 16 of the Trading Participants‟ 

Manual previously issued vide Trading Participant Circular No. 29/2011 to: 
 

(a) cater for the launch of the EFRP facility; and 
(b) simplify and reduce the administrative processes and time taken to process a 

NLT application. 
 

1.4 The amendments are further explained below in paragraph 3. 
 
 

2. AMENDMENTS TO THE RULES OF BURSA DERIVATIVES 
 

2.1 The salient changes to the Rules of Bursa Derivatives are as follows: 
 

(a) An EFRP will consist of 2 separate but related transactions made 
simultaneously between 2 parties in which the first party is a seller of the 
exchange-traded contract and the buyer of a related position and the second 
party is a buyer of the Contract and the seller of the related position; 

  
(b) The related position must involve the instrument underlying the Contract, or 

such other asset, commodity or instrument that has a reasonable degree of 
price correlation to the instrument underlying the Contract; 

  
(c) An EFRP must be submitted to the Exchange according to the time and 

procedures prescribed by the Exchange.  [Note: The detailed time and 
procedures will be prescribed in the Trading Participants‟ Manual.] 

 
(d) An EFRP submitted to the Exchange may be permitted by the Exchange if 

the following requirements are met: 
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(i) Related Positions – the EFRP must be in respect of a Contract and 
its corresponding related positions prescribed by the Exchange.  [Note: 
The list of corresponding related positions for the Contracts are set out 
in the Trading Participants‟ Manual.]; 

 
(ii) Price Limits – the EFRP must be transacted within the price range 

prescribed by the Exchange or at a price that is approved by the 
Exchange in consultation with the Clearing House.  [Note: The price 
requirements are clarified in the Trading Participants‟ Manual.]; 

 
(iii) Quantity – the quantity covered by the related position must be the 

same or approximately equivalent to the quantity covered by the 
Contract; and 

 
(iv) Bona Fide Transaction – the EFRP must be a bona fide transaction. 

 
(e) An EFRP permitted by the Exchange must be presented to the Clearing 

House for registration.  In this regard, the Rules of Bursa Derivatives 
Clearing Bhd apply. 

  
2.3 The detailed amendments to the Rules of Bursa Derivatives are set out in 

Annexure 1. 

 
 
3. TRADING PARTICIPANTS’ MANUAL 

 
3.1 Exchange for Related Positions (Chapter 11) – The chapter has been renamed 

and updated to reflect the requirements for the EFRP facility.   
 
3.2 Negotiated Large Trades (Chapter 16) – The key changes are as follows: 
 

(a) The Negotiated Large Trade (NLT) Facility Registration Form has been 
amended so that the Participants declare that they have obtained written 
confirmation from the clients in respect of the following: 

 
(i) the account requirements set out in section 16.2.2 have been complied 

with; and  
 
(ii) the position limits in respect of the contracts will be complied with. 
 

(b) The Trading Participants must ensure that all information provided in the NLT 
Trade Registration Form are true and correct.  In considering whether to 

permit the NLT, the Exchange may rely on the information specified in the 
form without undertaking additional steps to verify the information. 

 
3.3 The updated version of the Trading Participants‟ Manual is attached here as 

Annexure 2. 
 
 

4. EFFECTIVE DATE 
 

4,1 The amendments to the Rules of Bursa Derivatives and the Trading Participants‟ 
Manual take effect on 9 April 2012 (“Effective Date”). 

 
4.2 All rules, directives or circulars in force which make references to or contain 

provisions relating to the above matters shall have effect from the Effective Date as 
if such reference or provisions relate to the amended provisions aforesaid. 
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5. REMINDER 
 

Trading Participants using the EFRP facility are reminded of their obligations to comply 
with the existing Rules of Bursa Derivatives, including the position limit requirements in 
respect of the relevant Contracts (Schedule 3 and Rule 613) and the Minimum Financial 
Resource Requirements (Rule 602).  
 
 

6. FREQUENTLY ASKED QUESTIONS (FAQs) 
 

Consequential amendments have been made to the FAQs for NLT.  The updated version 
is attached here as Annexure 3.  The FAQs for EFRP will be published separately. 
 

 
7. CONTACT PERSONS 
 

In the event of any queries in relation to the above matter, kindly contact the following 
persons: 
 

Name Contact Details 
 

Royston Wee 
  

royston@bursamalaysia.com 
03-2034 7054 

Siow Kiat Foei 
(Trading Participants‟ Manual) 

SiowKiatFoei@bursamalaysia.com 
03-2034 7213 

Tan Siew Siew 
(Rules) 

tansiewsiew@bursamalaysia.com 
03-2034 7585 

 
 

 

 
REGULATION
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RULES OF BURSA MALAYSIA DERIVATIVES BHD 
PROPOSED RULE AMENDMENTS IN RELATION TO EXCHANGE FOR RELATED POSITIONS 

 
 

 
EXISTING PROVISIONS 

 

 
AMENDED PROVISIONS 

Rule 
700B 

EXCHANGE OF FUTURES FOR PHYSICAL 
 

EXCHANGE OF FUTURES FOR PHYSICALRELATED POSITIONS 
 

Rule 
700B.2 

Exchange Of Futures For Physical 
 
(a) An exchange of futures for physical (“EFP”) is an 

off-market transaction made between two (2) parties 
in which - 

 
     (i) one party is a seller of a Contract and the buyer 

of an Instrument: 
 
           (A) that is the subject of the Contract; or 
 
           (B) that the Exchange considers to be the 

substantial economic equivalent of the 
Instrument or state of affairs that is the 
subject of the Contract; and 

 
     (ii) the other party is a buyer of the Contract and the 

seller of the same Instrument. 
 
(b) The purchase and sale of the Contract shall be 

simultaneous with the sale and purchase of the 
underlying Instrument. 

 

Nature of Exchange Of Futures For PhysicalRelated Positions 
 
(a) An exchange of futures for physical (“EFP”) is an off-market transaction 

made between two (2) parties in which - 
 
     (i) one party is a seller of a Contract and the buyer of an Instrument: 
 
          (A) that is the subject of the Contract; or 
 
          (B) that the Exchange considers to be the substantial economic 

equivalent of the Instrument or state of affairs that is the subject of 
the Contract; and 

 
     (ii) the other party is a buyer of the Contract and the seller of the same 

Instrument. 
 
(b) The purchase and sale of the Contract shall be simultaneous with the 

sale and purchase of the underlying Instrument. 
(1) An exchange for related position (“EFRP”) is an off-market transaction 

and consist of two (2) separate but related transactions made between 
two (2) parties in which - 

 
     (a) one party is a seller of a Contract and the buyer of a related position; 

and 
         
     (b) the other party is a buyer of the Contract and the seller of the same 

related position. 
 
(2) The purchase and sale of the Contract shall be simultaneous with the 

sale and purchase of the related position. 
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EXISTING PROVISIONS 

 

 
AMENDED PROVISIONS 

Rule 
700B.2A 

 

New Provision Related Positions 
 
The related position must involve the Instrument underlying the Contract, or 
such other asset, commodity or instrument that has a reasonable degree of 
price correlation to the Instrument underlying the Contract as may be 
prescribed by the Exchange. 
 

Rule 
700B.3 

Requirements 
 
An EFP arrangement between Participants may be 
permitted by the Exchange provided the following 
requirements are satisfied - 
 
(a) the seller of the Instrument referred to Rule 

700B.2(a)(i) (the “underlying Instrument”) must have 
possession of the underlying Instrument; 

 
(b) an EFP transaction may be made at such price as 

mutually agreed upon by the two parties provided 
that such price is within the Contract trading range 
on that Business Day or as approved by the 
Exchange in consultation with the Clearing House; 

 
(c) a Participant shall satisfy the Exchange that the 

transaction is bona fide. The Participant shall 
maintain and provide to the Exchange a record of 
the transaction and identify and mark all such 
transactions or contracts and all orders, records and 
memoranda pertaining thereto; and 

 
(d) such other requirements set out in the directives, 

guidelines, Trading Procedures or any document by 
whatsoever name called issued by the Exchange 
from time to time. 

 

Requirements 
 
An EFP arrangement between Participants may be permitted by the 
Exchange provided the following requirements are satisfied - 
 
(a) the seller of the Instrument referred to Rule 700B.2(a)(i) (the “underlying 

Instrument”) must have possession of the underlying Instrument; 
 
(b) an EFP transaction may be made at such price as mutually agreed upon 

by the two parties provided that such price is within the Contract trading 
range on that Business Day or as approved by the Exchange in 
consultation with the Clearing House; 

 
(c) a Participant shall satisfy the Exchange that the transaction is bona fide. 

The Participant shall maintain and provide to the Exchange a record of 
the transaction and identify and mark all such transactions or contracts 
and all orders, records and memoranda pertaining thereto; and 

 
(d) such other requirements set out in the directives, guidelines, Trading 

Procedures or any document by whatsoever name called issued by the 
Exchange from time to time. 

(1) An EFRP may be permitted by the Exchange if - 
 

(a)  the seller of the related position referred to Rule 700B.2(1)(b) has 
possession of the related position; 

 
(b) the transaction is made at a price that is within the price range as 

may be prescribed by the Exchange or as approved by the 
Exchange in consultation with the Clearing House; 

 
(c) the quantity covered by the related position must be the same or 
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EXISTING PROVISIONS 

 

 
AMENDED PROVISIONS 

approximately equivalent to the quantity covered by the Contract; 
 
(d) a Participant satisfies the Exchange that the transaction is bona 

fide; and 
 

(e) the transaction is submitted by the Participant to the Exchange 
within the time and in accordance with the procedures as may be 
prescribed by the Exchange. 

 
(2) The Exchange may reject an EFRP which does not comply with Rules 

700B or 700D, such other provisions in the Rules, where applicable, or 
the Trading Procedures issued by the Exchange. 

 

Rule 
700B.4 

Procedure 
 
(a) A Participant shall, within the time frame stipulated 

by the Exchange, submit to the Exchange such 
memoranda as may be prescribed by the Exchange 
which is necessary to establish the nature of the 
transaction (type and quantity of the underlying 
Instrument, quantity and price of the Contracts, the 
names of all Participants to the transaction and 
such other information as the Chief Operating 
Officer may from time to time require) and shall 
authorise the Exchange to submit such information 
together with the information provided by the 
Participant pursuant to this Rule to the Clearing 
House, as the Clearing House may require. 

 
(b) Upon verification of the memoranda or documents 

submitted by Participants under Rule 700B.4(a) 
above, the Exchange may call for such further 
information as it considers necessary or approve or 
reject the application, conditionally or otherwise. 

 
(c) All approved transactions shall be presented to the 

Clearing House for registration in accordance with 
the Clearing House Rules. 

Procedure 
 
[This Rule has been deleted.] 
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EXISTING PROVISIONS 

 

 
AMENDED PROVISIONS 

 

Rule 
700B.4A 

New Provision Registration 
 
(a) An EFRP permitted under these Rules must be presented to the 

Clearing House for registration in accordance with the Clearing House 
Rules. 

 
(b) The Exchange is authorised to provide any information and documents 

received from the Participant pursuant to Rule 700B.3(1)(e) to the 
Clearing House, as the Clearing House may require. 

 

Rule 
700B.4B 

New Provision Retention of Records 
 
A Participant must maintain a record of the EFRP and identify and mark all 
orders, records and memoranda.  The Participant must furnish any such 
records and documentation to the Exchange as the Exchange may request. 
 

Rule 
700B.5 

Prohibition On Amendments Or Cancellation 
 
All transactions that have been registered by the 
Clearing House in accordance with the Clearing House 
Rules pursuant to Rule 700B.4(c) shall be firm and 
binding on Participants and there shall be no 
amendment or cancellation of the same. 
 

Prohibition On Amendments Or Cancellation 
 
AllA transactions that havehas been registered by the Clearing House in 
accordance with the Clearing House Rules pursuant to Rule 
700B.4(c)700B.4A(a) shall be firm and binding on the Participants and there 
shall be no amendment or cancellation of the same is allowed. 
 

Rule 
700B.6 

 

(a) All transactions made pursuant to this Rule 700B by 
Participants shall be deemed to be as principals and 
neither the Exchange nor the Clearing House shall 
be obliged to recognise the interest of any third 
party. 

 
(b) Nothing in Rule 700B.6(a) shall affect the rights of a 

Client to take any action or commence any 
proceedings against a Participant. 

 

[This Rule has been deleted.] 
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EXISTING PROVISIONS 

 

 
AMENDED PROVISIONS 

Rule 
700B.7 

Brokerage 
 
The brokerage in respect of an EFP transaction shall be 
as stipulated in Guideline 3 hereto and may be varied 
from time to time by the Exchange. 
 

Brokerage 
 
The brokerage in respect of an EFRP transaction shall be as stipulated in 
Guideline 3 hereto and may be varied from time to time by the Exchange. 
 

Rule 
700B.8 

Liability of the Exchange 
 
The Exchange and/or Clearing House shall not be liable 
for any loss or damage caused to any party in relation 
to the agreement for the relevant underlying Instrument, 
which has been exchanged for the Contract. 
 

Liability of the Exchange 
 
The Exchange and/or Clearing House shall not be liable for any loss or 
damage caused to any party in relation to the agreement for the relevant 
underlying Instrumentrelated position, which has been exchanged for the 
Contract. 
 

Rule 
700D.2 

Exceptions 
 
The prohibition in Rule 700D.1 does not apply to the 
following transactions: 
 
(a) any Exchange of Futures for Physical made 

pursuant to Rule 700B; 
 
(b) any Negotiated Large Trade made pursuant to Rule 

700C. 
 

Exceptions 
 
The prohibition in Rule 700D.1 does not apply to the following transactions: 
 
(a) any Exchange of Futures for Physicalfor Related Positions made 

pursuant to Rule 700B; 
 
(b) any Negotiated Large Trade made pursuant to Rule 700C. 
 

Rule 
700D.3 

Deemed As Principal 
 
(1) A Participant is deemed as a principal to a 

transaction made pursuant to Rule 700C and 
neither the Exchange nor the Clearing House is 
obliged to recognise the interest of any third party. 

 
(2) Nothing in Rule 700D.3(1) shall affect the rights of a 

Client to take any action or commence any 
proceedings against a Participant. 

 

Deemed As Principal 
 
(1) A Participant is deemed as a principal to a transaction made pursuant to 

Rules 700B or 700C and neither the Exchange nor the Clearing House 
is obliged to recognise the interest of any third party. 

 
(2) Nothing in Rule 700D.3(1) shall affect the rights of a Client to take any 

action or commence any proceedings against a Participant. 
 

 

[End of Proposed Rule Amendments] 
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Version History 

Version Date  Author Comments 

V 1.0 9 Aug 2010 BMDB Initial Version  

V 1.1 27 Aug 2010 BMDB Updated # 6.6.3 Review of Trades – Price Adjustments 

and Cancellations  

V1.2 6 Sep 2010 BMDB Inserted 15. Operator ID (“Tag 50 ID”) Required for All 

BMD orders traded on CME Globex 

V1.3 9 Sep 2010 BMDB Update 1. Introduction – 1.6 TPs‟ compliance in relation 

to access, connectivity, specification or use of CME 

Globex 

V1.4 13 Sep 2010 BMDB Updated 13. Messaging And Market Performance 

Protection Policy 

V1.5 9 Nov 2011 BMDB Inserted 16 Negotiated Large Trade 

V1.6 18 Nov 2011 BMDB Amended section 16 for typo errors, consistency and 

clarity. 

V1.7 24 Nov 2011 BMDB Amended section 16 

- Extended NLT cut-off time for FKLI, FKB3 and FMG5 to 

4.00pm and for FCPO to 5.00pm. 

-Amended the NLT Facility Trade Registration form. 

V1.8 10 Feb 2012 BMDB Updated section 11 EFP to EFRP 

V1.9 23 Mar 2012 BMDB Amended sections 11 and 16 (forms and processes) 
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1. Introduction 

 
1.1 Scope of Coverage 

 

1.1.1 Th is m anual p rovides Trad ing Par t icipan t s w it h  t he f o llow ing in f o rm at ion  relat ing t o  

t he operat ions o f  Bursa Malaysia Der ivat ives Berhad  (“BMD / t he Exchange”) and  

per t inen t  p rocedures on  dealing w it h  t he Exchange:  

 

1.1.2 The guidelines and  p rocedures in  t h is m anual are in t ended  f o r  general usage. Where 

excep t ions are t o  be m ade, Trad ing Par t icipan t s should  exercise d iscret ion  and  good  

judgm en t  acco rd ingly. In  case of  doub t , Trad ing Par t icipan t s should  check w it h  t he 

Exchange Operat ions Division  of  Bursa Malaysia Der ivat ives Berhad . 

 

 
1.2 Intended Audience 

 

1.2.1 The p r im ary aud ience o f  t h is m anual is t he Trad ing Par t icipan t s o f  BMD w ho  are 

invo lved  in  t he relat ed  operat ional aspect s o f  der ivat ives t rad ing. 

 

 
1.3 Ownership and Custody of Manual 

 

1.3.1 The ow ner  o f  t h is m anual is Bursa Malaysia Der ivat ives Berhad . Th is is a liv ing 

docum en t  and  sub ject  t o  change f rom  t im e t o  t im e. Bursa Malaysia Der ivat ives Berhad  

shall be responsib le f o r  inco rpo rat ing in t o  t h is m anual, any changes o r  am endm en t s 

in  line w it h  po licy and  p rocedures changes and  d ist r ibut ing  t he updat es t o  t he 

relevan t  par t ies. 

 

1.3.2 No  par t  o f  t h is m anual is t o  be rep roduced  o r  t ransm it t ed  in  any f o rm  o r  by any 

m eans, elect ron ic o r  m echan ical, includ ing pho t ocopying, reco rd ing o r  any 

in f o rm at ion  st o rage and  ret r ieval syst em , w it hout  t he perm issio n  in  w r it ing f rom  t he 

Head  o f  Der ivat ives Exchange Operat ions, Bursa Malaysia Der ivat ives Berhad . 

 

 
1.4 Responsibility of the Recipient 

 

1.4.1 Recip ien t s o f  t he copy of  t h is m anual shall have t he responsib ilit y f o r  it s saf e cust ody 

and  con t ro lled  d isclosure t o  aut ho r ised  st af f  on ly 

 
1.5 Customer Support  

 

On  17t h Sep t em ber  2009, Bursa Malaysia Der ivat ives Bhd  (BMD) en t ered  in t o  t he Globex 

Services Agreem en t  (GSA) w it h  t he Ch icago  Mercan t ile Exchange Group  (CME). The agreem en t  

is t o  host  all exist ing BMD p roduct s on  CME‟s Globex elect ron ic t rade execut ion  syst em  via an  

App licat ion  Services Provider  (ASP) m odel. Fo r  cust om er  suppo r t  CME Globex Con t ro l Cen t er  is 

t he con t act  po in t . 

 

The Globex Con t ro l Cen t er  ("GCC") p rovides Globex cust om er  suppo r t  and  p rob lem  

m anagem en t  on ly t o  m em bers, clear ing m em bers and  cust om ers designat ed  by clear ing 

m em bers. In  o rder  t o  be elig ib le f o r  GCC suppo r t , such  persons m ust  reg ist er  w it h  t he GCC 



ANNEXURE 2 
TRADING PARTICIPANTS’ MANUAL 

7 

 

(“Regist ered  Con t act s”). The GCC p rovides cust om er  suppo r t  via a specif ied  t elephone 

num ber  and  dur ing specif ied  hours. GCC em p loyees m ay no t  alw ays be availab le t o  assist  

Regist ered  Con t act s. Persons o t her  t han  Regist ered  Con t act s, includ ing non -m em bers w it h  

Globex access m ust  con t act  t heir  clear ing m em bers t o  m ake suppo r t  request s.   

 

Fo r  cust om er  suppo r t  and  p roblem  m anagem en t  Trad ing Par t icipan t s are t o  call CME Globex 

Con t ro l Cen t er  (GCC) at  t elephone num ber :(603) 20523494  f o r  Trade cancellat ion  o r  Order  

st at us/cancellat ion  and  m od if icat ion . 
 
1.6 Trading Participants’ Compliance in relation to access, connectivity, specifications or use of CME 

Globex 
 

Trading Participants must ensure compliance with all requirements in relation to access, connectivity, 
specification or use of CME Globex as may be prescribed by the Exchange or CME whether via directives or 
otherwise and whether issued to the Trading Participants or to their agents as the case may be.  
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2. Orders 
Th is sect ion  descr ibes t he o rder  t ypes and  qualif iers t hat  are com pat ib le w it h  CME Globex. 

 

Order Types Futures Options 
 

Lim it  

 

X X 

Market  Orders w it h  Pro t ect ion   

 

X X 

Market -lim it  

 

X X 

St op -lim it  

 

X  

St op  Orders w it h  Pro t ect ion  

 

X  

Hidden  Quan t it y 

 

X X 

Min im um  Quan t it y 

 

X X 

 

 
2.1 Futures and Options Order Types 
The f o llow ing o rder  t ypes are suppo r t ed  by CME Globex f o r  bo t h  f u t ures and  op t ions: 

•  Lim it  Or ders 

•  Market -lim it  Order s 

•  Market  Ord ers w it h  Pro t ect ion  

 
2.1.1 Limit Orders 
Lim it  o rders allow  t he buyer  t o  def ine t he m axim um  purchase p r ice f o r  buying an  inst rum en t  and 

t he seller  t o  def ine t he m in im um  sale p r ice f o r  selling an  inst rum en t . 

Any po r t ion  o f  t he o rder  t hat  can  be m at ched  is im m ed iat ely execut ed . Lim it  o rder s subm it t ed  f o r  

buying an  inst rum en t  are execut ed  at  o r  b elow  t he lim it  p r ice. Lim it  o rders subm it t ed  f o r  selling an  

inst rum en t  are execut ed  at  o r  above t he lim it  p r ice. A lim it  o rder  r em ains on  t he book un t il t he 

o rder  is eit her  execut ed , cancelled , o r  exp ires. 

 
2.1.2 Market-limit Orders 
Market -lim it  o rders are execut ed  at  t he best  p r ice availab le in  t he m arket . If  t he m arket -lim it  o rder  

can  on ly be par t ially f illed , t he o rder  becom es a lim it  o rder  and  t he rem ain ing quan t it y rem ains on  

t he o rder  book at  t he specif ied  lim it  p r ice. 

Exam p le: Market -lim it  Order  (Bid ) 

 

1. The clien t  sends a New  Order  t o  CME Globex. 

- Bid , FKLIZ8, Market -Lim it . 

 

2. CME Globex responds w it h  an  Execut ion  Repor t  - Order  Conf irm at ion . 

 

3. The m arket -lim it  o rder  becom es a lim it  o rder  at  t he best  availab le m arket  p r ice (900).  
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4. CME Globex sends an  Execut ion  Repor t  - Par t ial Fill. 

- 2-Lo t  @ 900 

 

5. The rem ain ing quan t it y rest s on  t he book at  900. 

 
2.1.3 Market Orders with Protection 
Market  o rders w it h  p ro t ect ion  are in t ended  t o  avo id  cascad ing m arket  o rders being f illed  at  

ext rem e p r ices. Market  o rders w it h  p ro t ect ion  are f illed  w it h in  a p re -def ined  range o f  p r ices 

ref er red  t o  as t he p ro t ect ed  r ange. Fo r  b id  o rders, p ro t ect ion  po in t s are added  t o  t he cur ren t  best  

o f f er  p r ice t o  calcu lat e t he p ro t ect ion p r ice lim it . Fo r  o f f er  o rders, p ro t ect ion  po in t s are sub t ract ed  

f rom  t he cur ren t  best  b id  p r ice. 

CME Globex m at ches t he o rder  at  t he best  availab le p r ice level w it hout  exceed ing t he p ro t ect ion  

p r ice lim it . If  t he en t ire o rder  canno t  be f illed  w it h in  t he p ro t ect ed  range im m ed iat ely, t he un f illed 

quan t it y rem ains in  t he o rder  book as a lim it  o rder  at  t he lim it  o f  t he p ro t ect ed  range. The 

p ro t ect ed  ran ge is 50%  o f  t he "no  bust " ranges f o r  p roduct s. 

 
2.1.3.1 Example: Market Order with Protection Bid 
The f o llow ing exam p le illust rat es how  t he clien t  in t eract s w it h  CME Globex t o  p rocess a m arket  

o rder  w it h  p ro t ect ion  b id . 

 

1. The clien t  sends a Market  Order  t o  CME Globex. 

- Bid , FKLIZ8, Market  Order . 

- Best  Of f er  =  900 and  Pro t ect ion  Po in t s =  60. 

- Pro t ect ion  Pr ice Lim it  =  900 +  60 =  960. 

 

2. CME Globex sends an  Execut ion  Repor t  - Par t ial Fill. 

2-Lo t  @ 900 

 

3. CME Globex sends an  Execut ion  Repor t  - Par t ial Fill. 

3-Lo t  @ 930 

 

4. CME Globex sends an  Execut ion  Repor t  - Par t ial Fill. 

3-Lo t  @ 955 

 

5. Next  Best  Of f er  =  967. Th is value exceeds t he p ro t ect ion  p r ice lim it . CME Globex p laces t he 

rem ain ing quan t it y on  t he o rder  book at  a p rot ect ion  p r ice lim it  o f  960. 

 
2.1.3.2 Example: Market Order with Protection Offer 
The f o llow ing exam p le illust rat es how  t he clien t  in t eract s w it h  CME Globex t o  p rocess a m arket  

o rder  w it h  p ro t ect ion  o f f er . 

 

1. The clien t  sends a Market  Order  t o  CME Globex. 

- Of f er , FKLIZ8, Market  Order . 

- Best  Bid  =  900 and  Pro t ect ion  Po in t s =  60 

- Pro t ect ion  Pr ice Lim it  =  900 - 60 =  840 

 

2. CME Globex sends an  Execut ion  Repor t  - Par t ial Fill. 

Orders 2-Lo t  @ 900 

 

3. CME sends an  Execut ion  Repor t  - Par t ial Fill. 
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3-Lo t  @ 899 

 

4. CME Globex sends an  Execut ion  Repor t  - Par t ial Fill. 

3-Lo t  @ 896 

 

5. Next  Best  Bid  =  830. Th is value is below  t he p ro t ect ion p r ice lim it . CME Globex p laces t he 

rem ain ing quan t it y on  t he o rder  book at  a p rot ect ion  p r ice lim it  o f  840. 

 
2.2 Futures Order Types 
The f o llow ing o rder  t ypes are suppo r t ed  by CME Globex f o r  f u t ures only: 

•  St op -lim it  Order s 

•  St op  Ord ers w it h  Pro t ect ion  

 
2.2.1 Stop-limit Orders 
St op -lim it  o rders are act ivat ed  w hen  an  o rder 's t r igger  p r ice is t raded  in  t he m arket . Fo r  a b id  

o rder , t he t r igger  p r ice m ust  be h ig her  t han  t he last  t raded  p r ice. Fo r  a sell o rder , t he t r igger  p r ice 

m ust  be low er  t han  t he last  t raded  p r ice. Af t er  t he t r igger  p r ice is t raded  in  t he m arket , t he o rder  

en t ers t he o rder  book as a lim it  o rder  at  t he o rder  lim it  p r ice. The lim it  p r ice is t he  h ighest /low est  

p r ice at  w h ich  t he st op  o rder  can  be f illed . The o rder  can  be f illed  at  all p r ice levels bet w een  t he 

t r igger  p r ice and  t he lim it  p r ice. If  any quan t it y rem ains un f illed , it  rem ains on  t he o rder  book as a 

lim it  o rder  at  t he lim it  p r ice. 

 
2.2.2 Stop Orders with Protection 
St op  o rders w it h  p ro t ect ion  are in t ended  t o  avo id  cascad ing st op  o rders being f illed  at  ext rem e 

p r ices. A st op  o rder  w it h  p ro t ect ion  is act ivat ed  w hen  t he m arket  t rades at  t he st op  t r igger  p r ice 

and  can  only be execut ed  w it h in  t he p ro t ect ion  range lim it s. The o rder  en t ers t he o rder  b ook as a 

lim it  o rder  w it h  t he p ro t ect ion  p r ice lim it  equal t o  t he t r igger  p r ice p lus o r  m inus t he p re -d ef ined  

p ro t ect ion  po in t  range. 

Pro t ect ion  po in t  ranges are equal t o  50% o f  t he p roduct 's "no  b ust ” range. Fo r  b id  o rders, 

p ro t ect ion  po in t s are added  t o  t he t r igger  p r ice t o  calculat e t he p ro t ect ion p r ice lim it . Fo r  o f f er  

o rders, p ro t ect ion  po in t s are sub t ract ed  f rom  t he t r igger  p r ice. 

CME Globex m at ches t he o rder  at  all p r ice levels bet w een  t he t r igger p r ice and  t he p ro t ect ion  p r ice 

lim it . If  t he o rder  is no t  com plet ely f illed , t he rem ain ing quan t it y is p laced  in  t he o rder  book at  t he 

p ro t ect ion  p r ice lim it . Ref er  t o  “St op  Sp ike Logic” f o r  m ore in f o rm at ion . 

 
2.2.2.1 Example: Stop Order with Protection Bid 
The f o llow ing exam p le illust rat es how  t he clien t  in t eract s w it h  CME Globex t o  p rocess a st op  o rder  

w it h  p ro t ect ion  b id . 

 

1. The clien t  sends a Market  Order  t o  CME Globex. 

•  Bid , FKLIZ8, St op  Order , 900 Tr igger  Pr ice  

 

2. A t rade occurs at  t he t r igger  p r ice of  900. The o rder  is act ivat ed  and  CME Globex responds w it h  an 

Execut ion  Repor t  - Order  Con f irm at ion  (No t if icat ion  t hat  o rder  w as t r iggered ).  

Orders 

•  Tr igger  Pr ice =  900, Pro t ect ion  Po in t s =  60 

•  Pro t ect ion  Pr ice Lim it  =  900 +  60 =  960 

 

3. CME Glo bex sends an  Execut ion  Repor t  - Par t ial Fill. 
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2-Lo t  @ 925 

 

4. CME Globex sends an  Execut ion  Repor t  - Par t ial Fill. 

3-Lo t  @ 930 

 

5. CME Globex sends an  Execut ion  Repor t  - Par t ial Fill. 

3-Lo t  @ 955 

 

6. Next  Best  Of f er  =  967. Th is value exceeds t he p ro t ect ion  p r ice lim it . CME Globex p laces t he 

rem ain ing quan t it y on  t he o rder  book at  a p rot ect ion  p r ice lim it  o f  960. 

 
2.2.2.2 Example: Stop Order with Protection Offer 
The f o llow ing exam p le illust rat es how  t he clien t  in t eract s w it h  CME Globex t o  p rocess a st op  o rd er  

w it h  p ro t ect ion  of f er . 

 

1. The clien t  sends a New  Order  t o  CME Globex. 

•  Of f er , FKLIZ8, St op  Order  (w it h  p ro t ect ion ), 900 Tr igger  Pr ice 

 

2. CME Globex responds w it h  an  Execut ion  Repor t  - Order  Conf irm at ion . 

 

3. A t rad e occurs at  t he t r igger  p r ice o f  900. The clien t 's o rder  is act ivat ed  and  CME Globex responds 

w it h  an  Execut ion  Repor t  - Order  Con f irm at ion  (No t if icat ion  t hat  o rder  w as t r iggered ).  

•  Tr igger  Pr ice =  900, Pro t ect ion  Po in t s =  60 

•  Pro t ect ion  Pr ice Lim it  =  900 - 60 =  840 

 

4. CME Globex sends an  Execut ion  Repor t  - Par t ial Fill. 

2-Lo t  @ 900 

 

5. CME Globex sends an  Execut ion  Repor t  - Par t ial Fill. 

3-Lo t  @ 899 

 

6. CME Globex sends an  Execut ion  Repor t  - Par t ial Fill. 

3-Lo t  @ 865 

 

7. Next  Best  Bid  =  830. Th is value is below  t he p ro t ect ion p r ice lim it .  CME Globex p laces t he 

rem ain ing quan t it y on  t he o rder  book at  a p rot ect ion  p r ice lim it  o f  840. 

 
2.3 Options Order Types 
The f o llow ing o rder  t ype is suppo r t ed  by CME Globex f o r  op t ions only: 

•  Cab inet  Orders 

 
2.3.1 Cabinet Orders 
CME Globex f ully suppo r t s cab inet  p r iced  op t ion  o rders. A cab inet  is an  op t ion  p rem ium  f o r  an 

o rder  t hat  is subm it t ed  f o r  deep  out -o f -t he-m oney op t ions con t ract s def ined  by Clear ing as t he 

low est  t radab le p r ice f o r  t he op t ion . The cab inet  o rder  allow s t he user  t o  en t er  an  op t ion  o r der  

w it h  a p r ice t hat  is less t han  t he m in im um  p r ice m ovem en t  and  have CME Globex recogn ize t he 

p r ice as valid . 

Cab inet  t rades on  CME Globex are execut ed  at  a p r ice equal t o  zero  f o r  m ost  CME Globex p roduct s. 

Fo r  equit y and  in t erest  rat e p roduct s, t he m in im um  t ick value (non -zero ) is considered  cab inet . 
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2.4 Order Qualifiers 
Order  qualif iers est ab lish  t he durat ion  t hat  t he o rder  is act ive. Order  qualif iers are no t  relat ed  t o  

p r ice o r  vo lum e m od if icat ion . 

CME Globex p rovides t he t rader  w it h  t he f o llow ing o rd er  qualif iers: 

•  Day 

•  Good -Till-Cancelled  (GTC) 

•  Good -Till-Dat e (GTD) 

•  Fill-and -Kill (FAK) 

•  Fill-o r -Kill (FOK) 

 
2.4.1 Day 
Day o rders are in t ended  t o  be act ive on ly during t hat  t rad ing day. Day o rders aut om at ically exp ire  

at  t he end  o f  t he day and  do  no t  car ry over  t o  t he next  t rade dat e. CME Globex assum es t hat  all 

o rders are day o rders un less o t herw ise specif ied . 

 
2.4.2 Good-Till-Cancelled (GTC) 
GTC o rders rem ain  act ive in  t he o rder  book un t il t hey are com p let ely execut ed , cancelled  or  w hen  

t he inst rum en t  exp ires. 

 
2.4.3 Good-Till-Date (GTD) 
GTD o rders rem ain  act ive on  t he o rder  book un t il t hey are com plet ely execut ed , exp ire at  t he 

specif ied  dat e, are cancelled , o r  w hen  t he inst rum en t  exp ires.  

 
2.4.4 Fill-and-Kill (FAK) 
FAK o rders ar e im m ed iat ely execu t ed  against  rest ing o rders. If  t he o rder  canno t  be f u lly f illed , t he 

rem ain ing balance is cancelled . A m in im um  quan t it y can  be specif ied . If  t he specif ied  m in im um  

quan t it y canno t  be f illed , t he o rder  is cancelled . 

 

2.4.5 Fill-or-Kill (FOK) 
FOK o rders m ust  be f u lly f illed  im m ed iat ely o r  t he en t ire o rder  is cancelled . An  FOK o rder  is creat ed  

by using t he FAK qualif ier  and  set t ing t he m in im um  quan t it y t o  t he o r ig inal o rder  quan t it y.  

 
2.5 Display Quantity 
The d isp lay quan t it y allow s you t o  con t ro l t he m anner  in  w h ich  t rades are repo r t ed  in  t he m arket . 

Also  ref er red  t o  as "m axim um  show ", t he d isp lay quan t it y allow s you t o  specif y w het her  o r  no t  t he 

en t ire quan t it y o f  an o rder  is repo r t ed  t o  t he m arket . You can  expose t he o rder  t o  t he m arket  

gradually. 

Fo r  exam p le, a user  m ay p lace an o rder  w it h  a quan t it y o f  1000. If  a d isp lay quan t it y value of  100 is 

subm it t ed  w it h  t he o rder , no m ore t han 100 con t ract s are exposed  t o  t he m arket  at  any t im e. Each 

t im e 100 con t ract s are f illed , t he next  100 con t ract  o rder  is en t ere d  in t o  t he m arket  as a new  o rder . 

 
2.6 Minimum Quantity 
The user  can  specif y a m in im um  quan t it y w h ich  m ust  be execut ed  f o r  t he o rder . The en t ire o rder  

quan t it y is d isp layed  t o  t he m arket . 

The f o llow ing ru les app ly t o  Min im um  Quan t it y: 
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•  If  an  o rder  specif ies a m in im um  quan t it y, t hen  at  least  t he m in im um  quan t it y m ust  be f illed 

im m ed iat ely. 

•  If  at  least  t he m in im um  quan t it y canno t  be f illed , t hen  t he en t ire o rder  is cancelled .  

•  If  t he m in im um  quan t it y o r  m ore is f illed , t h en  t he rem ain ing quan t it y is p lace d  on  t he book. 

•  If  an  o rder  has a m in im um  quan t it y equal t o  t he t o t al o rder  quan t it y t hen  t he en t ire o rder  f ills 

im m ed iat ely o r  it  is cancelled . 

•  If  an  o rder  does no t  specif y a m in im um  quan t it y, t hen  t he o rder  is t reat ed  as a regular  o rder .  

 
2.7 Additional Information 
See t he t op ics below  f o r  add it ional in f o rm at ion  on  o rders. 

 
2.7.1 Stop Spike Logic 
In  t heo ry, cascad ing st op  o rders could  cause t he m arket  t o  t rade out side o f  p redef ined  values 

(t yp ically t he sam e as t he “no  bust ” ranges). St op  sp ike log ic p reven t s such  excessive p r ice 

m ovem en t s by in t roducing a m om en t ary pause in  m at ch ing. The af f ect ed  inst rum en t  is p laced  in  a 

“r eserved ” st at e. Th is m om en t ary t rad ing pause allow s new  o rders t o  be en t ered  and  m at ched  

against  t he t r iggered  st ops in  an  algo r it hm  sim ilar  t o  m arket  open ing . 

Whenever  a lead  m on t h  f u t ures inst rum en t  is p laced  in  t he reserved  st at e, t he op t ions aut o -reserve 

f unct ionalit y aut om at ically pauses m at ch ing in  t he associat ed  op t ions and  op t ions sp reads m arket s. 

All rest ing m ass quo t es are cancelled  w hen  t he aut o -reserve f unct ionalit y is in it iat ed . Th is st at e is 

m ain t ained  f o r  a f ew  seconds af t er  t he f u t ures con t ract  has resum ed  t rad ing. Dur ing t he reserved  

per iod , cust om ers can  subm it , m od if y and  cancel o rders. Mass quo t es ar e reject ed .  

 

2.7.2 GTC/GTD Outside Daily Price Limits 
The GTC o r  GTD o rder  canno t  be f illed  out side t he daily h igh /low  p r ice lim it  at  any t im e.  

 
2.7.2.1 GTD or GTC Example: 
1. A GTD o r  GTC o rder  t o  buy 10 FKLIZ8 @ 1200 is en t ered  on  10/9/2008. 

•  The daily p r ice lim it s ar e 1000 m in im um  and  1500 m axim um  

•  The GTD o r  GTC o rder  is p laced  on  t he book 

 

2. The m arket  closes and  reopens on  11/9/2008 w it h  p r ice lim it s o f  800 f o r  t he m in im um  and  1300 f o r  

t he m axim um . 

 

3. A sell o rder  com es in t o  t he book t o  sell 10 FKLIZ8 @1200, w h ich  m at ches t he buy o rder  at  

1200. 

 

4. The o rder  is f illed  at  1200, w it h in  t he lim it s t hat  w ere in  p lace on  10/9/2008.  

 

 

2.7.3 Conflicting Order Status 
A person  w ho  believes he has received  an  inco r rect  o rder  st at us o r  does no t  receive an  app r op r iat e 

st at us shall im m ed iat ely no t if y t he GCC. Addit ionally, such  person shall t ake any necessary and 

app rop r iat e m arket  act ion  t o  m it igat e any pot en t ial losses ar ising f rom  t he inco r rect  o rder st at us 

o r  lack of  app rop r iat e o rder  st at us im m ed iat ely af t er  t he person kn ew  o r  should  have know n  t hat  

t he o rder  st at us in f o rm at ion  w as inco r rect  o r  should  have been  received .  
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The Exchange m ay p rovide p r io r  no t if icat ion  t hat  an  Exchange syst em , service o r  f acilit y m ay 

p roduce such  inco r rect  in f o rm at ion  and  also p rovide no t if icat ion  of  a m eans t o  ob t ain  co r rect  

o rder  st at us in f o rm at ion  f rom  such  syst em , ser vice o r  f acilit y.  

 

In  t he even t  t hat  t he GCC and  an  Exchange syst em , service o r  f acilit y p rovide conf lict ing 

in f o rm at ion relat ing t o  an o rder  st at us, a cust om er  m ay on ly reaso nab ly rely on t he in f o rm at ion  

received  f rom  t he GCC. 
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3. Options and Options Spreads 
Opt ions p rovide f inancial f lexib ilit y t o  t he invest m en t  com m un it y as ano t her  t ype o f  exchange -

t raded  der ivat ive p roduct . An  op t ion on  a f ut ures con t ract  p rovides t he buyer  t he r igh t , but  no t  

t he ob ligat ion , t o  buy o r  sell an  under lying f ut ures con t ract  at  a specif ic p r ice. The st ruct ure o f  an  

op t ion  of f ers t he t rader  t he ab ilit y t o  lim it  t he r isk t aken .  

All CME Group  op t ion  sp reads are user -def ined  on  t he CME Globex p lat f o r m  t o  m in im ize t he am oun t  

o f  m ain t enance and  t im e com m it m en t  required  t o  dow n load  t he Secur it y Def in it ion of  all possib le 

sp reads. 

A User -Def ined  Sp read  (UDS) is an  op t ion  sp read  t hat  CME Globex creat es f rom  a t rader  request  t hat  

def ines t he sp read  legs and  rat ios. CME Globex receives t he request  and  creat es a t radab le 

inst rum en t  t hat  is d issem inat ed  t o  t he en t ire m arket .  
 

 
3.1 Options Naming Conventions 
The nam ing conven t ions f o r  CME op t ions under lying con t ract  inst rum en t s are const ruct ed  using 

t he syn t ax o f : 

•  Product  Code 

•  Con t ract  m on t h /year  

•  Space 

•  Type o f  st r ike (C =  Call; P =  Put ) 

•  St r ike Pr ice 

Fo r  exam p le, t he March  2009 OKLI Op t ion  1200 Call op t ion  con t ract  is show n  as, OKLIH9 C1200. 

 
3.2 Options Spreads Naming Conventions 
In  t he MDP FIX/FAST Secur it y Def in it ion  (t ag 35-MsgType= d) m essage, t ag 107-Secur it yDesc do es no t  

con t ain  suf f icien t  in f o rm at ion  t o  descr ibe a CME Globex un recogn ized  op t ion  sp read  inst r um en t . 

The d isp lay nam e of  t he op t ions sp read  m ust  b e der ived  f rom  t he repeat ing group  t ags f o r  each  leg 

 
3.3 CME Globex Exchange Recognized Spread Type 
If  t he sp read  being request ed  by t he user  is iden t if ied  as one o f  t he CME Globex st andard  sp read  

t ypes, t hat  specif ic sp r ead  inst rum en t  w ill be creat ed  and  a no t ice of  t he sp read 's availab ilit y w i ll be 

d ist r ibut ed  t o  t he en t ire m arket . Th is is ref er red  t o  as a CME Globex exchange recogn ized  sp read  

t ype. A list  o f  all CME Globex exchange recogn ized  sp read  t ypes are descr ibed  in  det ail in  t h is 

docum en t . 

 

3.4 CME Globex Unrecognized Spread Type 
If  t he sp read  being request ed  by t he user  is no t  iden t if ied  as one of  t he CME Globex st andard  

sp read  t ypes, t he sp read  inst rum en t  w ill be creat ed  exact ly as t he user  request ed  and  a not ice o f  

t he sp read 's availab ilit y w ill be d ist r ibut ed  t o  t he en t ire m arket . Th is is ref er red  t o  as a Gener ic 

sp read  t ype. 

The Gener ic (GN) sp read  t ype m akes all CME Globex sp read  con f igurat ions availab le f o r  all CME 

op t ions. 

Th is enab les users t o  creat e op t ion  sp read  inst r um en t s w it h  conf igurat ions no t  o rd inar ily suppo r t ed  

f o r  an  op t ion  p roduct . 

Add it ionally, t he user  can  creat e op t ion  inst rum en t s com pr ised  o f  m ult ip le sp read  t ypes w h ich  is 

no t  suppo r t ed  w it h  exchange-def ined  sp reads. A com b inat ion  could  be creat ed  by jo in ing t he 

conf igurat ions o f  a Ver t ical op t ion  sp read  and  Xt ree o p t ion  sp read  in t o  a un ique Gener ic sp read . 
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Gener ic st rat eg ies can  be def ined  up  t o  40 legs and  also  allow s users t o  creat e delt a neut ral 

st rat eg ies. 

Gener ic sp read  w orks in  con junct ion w it h  covered  User  Def ined  Sp reads and  can  be used  f o r an 

out r igh t  op t ion  o r  op t ion  sp read . 

UDS f unct ionalit y does no t  suppo r t  in t ercom m od it y sp reads. 

 

3.5 Exchange Recognized Options Spread Construction Summary 
CME Globex o f f ers exchange recogn ized  Op t ions Sp read  Types as out lined  in  t he t ab le below .  
 
Note: Not all of these pre-listed strategies are available to all product groups.  

Table 3.5 Spread Type Compatibility Summary 

 

Options 

 
Strategy 

 
Type Code Construction 

Calendar 

•  Ho r izon t al 

 

HO  

 

Call Ho r izon t al: 

Sell1callst r ike1exp1 

Buy1callst r ike1exp2 

 

Put  Ho r izon t al: 

Sell1put st r ike1exp1 

Buy1put st r ike1exp2 

 
•  Calendar  

Diagonal 

 

DG  

 

Call 

buy1callst r ike1exp1 

sell1callst r ike2exp2 

 

Put  

buy1 put st r ike1exp1 

sell1 put st r ike2exp2 

 
St radd le  

 

ST  Buy1callst r ike1exp1 

Buy1put st r ike1exp1 

 
St rangle  

 

SG  Buy1put st r ike1exp1 

Buy1callst r ike2exp1 

 
Ver t ical  

 

VT  Call 

Buy1callst r ike1exp1 

Sell1callst r ike2exp1 

 

Put  

Buy1put st r ike2exp1 

Sell1put st r ike1exp1 
Box  

 

BX  Buy1callst r ike1exp1 

Sell1put st r ike1exp1 

Buy1put st r ike2exp1 

Sell1callst r ike2exp1 
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But t er f ly  

 

BO  Call 

Buy1callst r ike1exp1 

Sell2callst r ike2exp1 

Buy1callst r ike3exp1 

 

Put  

Buy1put st r ike3exp1 

Sell2put st r ike2exp1 

Buy1put st r ike1exp1 

 
Cond it ional 

Curve 

 

CC  

 

Call 

Buy1callst r ikeexp1inst r1 

Sell1callst r ikeexp1inst r2 

 

Put  

Buy1put st r ikeexp1 inst r1 

Sell1put st r ikeexp1 inst r2 

 
Condor   

 

CO  Call 

Buy1callst r ike1exp1 

Sell1callst r ike2exp1 

Sell1callst r ike3exp1 

Buy1callst r ike4exp1 

 

Put  

Buy1put st r ike4exp1 

Sell1put st r ike3exp1 

Sell1put st r ike2exp1 

Buy1put st r ike1exp1 

 
Doub le 1 

 

DB  Call 

Buy1callst r ike1exp1 

Buy1callst r ike2exp1 

 

Put  

Buy1put st r ike2exp1 

Buy1p ut st r ike1exp  

 
Hor izon t al 

St radd le 

 

HS  

 

Buy1callst r ike1exp2 

Buy1put st r ike1exp2 

Sell1callst r ike1exp1 

Sell1put st r ike1exp1 

 
Iron  Condor   

 

IC  Sell1put st r ike1exp1 

Buy1put st r ike2exp1 

Buy1callst r ike3exp1 

Sell1callst r ike4exp1 
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Rat io  1x2  

 

12  Call 

Buy1callst r ike1exp1 

Sell2callst r ike2exp1 

 

Put  

Buy1put st r ike2exp1 

Sell2put st r ike1exp1 

 
Rat io  1x3  

 

13  Call 

Buy1callst r ike1exp1 

Sell3callst r ike2exp1 

 

Put  

Buy1put st r ike2exp1 

Sell3put st r ike1exp1 

 
Rat io  2x3  

 

23  Call 

Buy2callst r ike1exp1 

Sell3callst r ike2exp1 

 

Put  

Buy2put st r ike2exp1 

Sell3put st r ike1exp1 

 
St r ip   

 

SR  Call 

Buy1callst r ike1exp1 

Buy1callst r ike1exp2 

Buy1callst r ike1exp3 

Buy1callst r ike1exp4 

 

Put  

Buy1put st r ike1exp1 

Buy1put st r ike1exp2 

Buy1put st r ike1exp3 

Buy1put st r ike1exp4 

 
Risk Reversal 

 

RR  

 

Buy1callst r ike2exp1 

Sell1put st r ike1o r2exp1 

 
St radd le 

St r ips 

 

SS  

 

Buy1callst r ike1exp1 

Buy1put st r ike1exp1 

Buy1callst r ike1exp2 

Buy1put st r ike1exp2 

Buy1callst r ike1exp3 

Buy1put st r ike1exp3 

Buy1callst r ike1exp4 

Buy1put st r ike1exp4 

 
Xm as Tree  XT  Call 
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 Buy1callst r ike1exp1 

Sell1callst r ike2exp1 

Sell1callst r ike3exp1 

 

Put  

Buy1put st r ike3exp1 

Sell1put st r ike2exp1 

Sell1put st r ike1exp1 

 
3-Way  

 

3W  Call 

Buy1callst r ike2exp1 

Sell1callst r ike3exp1 

Sell1put st r ike1exp1 

 

Put  

Buy1put st r ike2exp1 

Sell1put st r ike1exp1 

Sell1callst r ike3exp1 

 
Iron  But t er f ly   

 

IB (eye-B)  Sell1put st r ike1exp1 

Buy1put st r ike2exp1 

Buy1callst r ike2exp1 

Sell1callst r ike3exp1 

 
Jelly Roll  

 

JR  Buy 

Sell1callst r ike1exp1 

Buy1put st r ike1exp1 

Buy1callst r ike2exp2 

Sell1put st r ike2exp2 

 

Sell 

Buy1callst r ike1exp1 

Sell1put st r ike1exp1 

Sell1callst r ike2exp2 

Buy1put st r ike2exp2 

 
Gut s  

 

GT  Buy1callst r ike1exp1 

Buy1put st r ike2exp1 

 
3-w ay: St radd le 

versus 

Call 

 

3C  

 

Const ruct ion : 

Buy1callst r ike1exp1 

Buy1put st r ike1exp1 

Sell1callst r ike(?)exp1 

 
3-w ay: St radd le 

versus 

Put  

 

3P  

 

Buy1callst r ike1exp1 

Buy1put st r ike1exp1 

Sell1put st r ike(?)exp1 
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3.6 Options Spread Description 
All st rat eg ies descr ibed  in  t he t ext  below  are show n  f rom  t he buyer 's perspect ive.  

 

 
3.6.1 Calendar (Horizontal or Diagonal) 
A Hor izon t al (HO) op t ion sp read  consist s o f  buying a call (put ) in  one exp irat ion m on t h  and  selling a 

call (put ) in  ano t her  exp irat ion  m on t h  at  t he sam e st r ike. A Diagonal (DG) op t ion  sp read  consist s o f  

buying a call (put ) in  one exp irat ion  m on t h  and  selling a call  (put ) in  ano t her  exp irat ion  m ont h  at  a 

d if f eren t  st r ike p r ice. 

 
3.6.1.1 Horizontal 
A ho r izon t al (HO) op t ion  sp read  consist s o f  buying a call (put ) at  a st r ike in  t he f ar  m on t h , and  selling 

a call (put ) at  t he sam e st r ike in  t he near  m on t h . 
Spread ratio: (Buy 1: Sell 1) 

 
Call Horizontal 
Const ruct ion : Buy1callst r ike1exp1 Sell1callst r ike1exp2 

Example: Call Horizontal 

Buy 1 Decem ber  2008 OKLI 1260 Call and  

Sell 1 Ju ly 2008 OKLI 1260 Call 
Buy Call 1 

 
Put Horizontal 
Const ruct ion : Buy1put st r ike1exp1 Sell1put st r ike1exp2 

Example: Put Horizontal 

Buy 1 Decem ber  2008 OKLI 1260 Call and  

Sell 1 Ju ly 2008 OKLI 1260 Call 
Buy Put 1 

 
3.6.1.2 Diagonal 
A Diagonal (DG) op t ion  sp read  consist s o f  buying a call (put ) in  one exp irat ion  m on t h  and  selling a 

call (put ) in  ano t her  exp irat ion  m on t h  at  a d if f eren t  st r ike p r ice.  

A Diagonal (DG) UDS is a recogn ized  UDS t ype in  all CME Globex op t ions m arket s. 
Spread ratio: (Buy 1: Sell 1) 

 
Call Diagonal 
Const ruct ion : Buy1callst r ike1exp1 Sell1callst r ike2exp2 

Example: Call Spread 

Buy 1 Decem ber  2008 OKLI 1260 Call and  

Sell 1 Ju ly 2008 OKLI 1280 Call 
Buy Call 1 

 
Put Diagonal 
Const ruct ion : Buy1put st r ike1exp1 Sell1put st r ike2exp2 

Example: Put Spread 
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Buy 1 Decem ber  2008 OKLI 1260 Put  and  

Sell 1 Ju ly 2008 OKLI 1280 Put  
Buy Put 1 

 
3.6.2 Straddle 
A St radd le (ST) op t ion  sp read  consist s o f  buying bo t h  a cal l and  put  op t ion  on  t he sam e con t ract , 

st r ike p r ice and  exp irat ion  dat e. 
Spread ratio: (Buy 1: Buy 1) 

Construction: Buy1callst r ike1exp1 Buy1put st r ike1exp1 

Example: Buy the Straddle 

Buy 1 Decem ber  2008 OKLI 1260 Call and  

Buy 1 Decem ber  2008 OKLI 1260 Put  
Buy 1 

 
3.6.3 Strangle 
A St rangle (SG) op t ion  sp read  consist s o f  buying a put  at  a low er  st r ike p r ice and  buying a call at  a 

h igher  st r ike p r ice w it h in  t he sam e con t ract  and  exp irat ion . 
Spread ratio: (Buy 1: Buy1) 

Const ruct ion : Buy1put st r ike1exp1 Buy1callst r ike2exp1 

Example: Buy the Strangle 

Buy 1 Decem ber  2008 OKLI 9800 Put  and  

Buy 1 Decem ber  2008 OKLI 9900 Call 
Buy 1 

 
3.6.4 Vertical 
A Ver t ical (VT) op t ion  sp read  is m ade up  o f  all calls o r  all put s and  consist s o f  buying a call at  a st r ike 

p r ice and  selling a call at  a h igher  st r ike p r ice o r  buying a put  at  a st r ike p r ice and  selling a put  at  a 

low er  st r ike p r ice w it h in  t he sam e con t ract  and  exp irat ion  dat e. 

 
Spread ratio: (Buy 1: Sell 1) 

 
Call Vertical 
Const ruct ion : Buy1callst r ike1exp1 Sell1callst r ike2exp1 

Example: Call Spread 

Buy 1 Decem ber  2008 OKLI 1260 Call and  

Sell 1 Decem ber  2008 OKLI 1280 Call 
Buy 1 Call 

 
Put Vertical 
Const ruct ion : Buy1put st r ike2exp1 Sell1put st r ike1exp1 

Example: Put Spread 

Buy 1 Decem ber  2008 OKLI 1280 Put  and  

Sell 1 Decem ber  2008 OKLI 1260 Put  
Buy 1 Put 
 

3.6.5 Box 
A Box (BX) op t ion  sp read  consist s o f  buying t he call and  selling t he put  at  t he sam e low er  st r ike p r ice 

and  buying t he put  and  selling t he call at  t he sam e h igher  st r ike all w it h in  t he sam e con t ract  and  

exp iry m on t h . 
Spread ratio: ( Buy 1: Sell 1: Buy 1: Sell 1) 
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Const ruct ion : Buy1callst r ike1exp1 Sell1put st r ike1exp1 Buy1put st r ike2exp1 Sell1callst r ike2exp1 

Example: Box 

Buy 1 Decem ber  OKLI 1200 Call, 

Sell 1 Decem ber  OKLI 1200 Put , 

Buy 1 Decem ber  OKLI 1300 Put , 

Sell 1 Decem ber  OKLI 1300 Call 
Buy 1 

 
3.6.6 Butterfly 
A But t er f ly (BO) op t ion  sp read  is const ruct ed  of  all calls (Call But t er f ly) o r  all put s (Put  But t er f ly). The 

Call But t er f ly consist s o f  buying a call, selling t w o  calls at  a h igher  st r ike p r ice and  buying a call at  a 

st ill h igherst r ike p r ice w it h in  t he sam e con t ract  and  exp iry m on t h . The Put  But t er f ly consist s o f  

buying a put , selling t w o  put s at  a low er  st r ike p r ice and  buying a put  at  a st ill low er st r ike p r ice 

w it h in  t he sam e con t ract  and  exp iry m on t h . 

The But t er f ly requ ires a specif ic sym m et ry in  t he st r ikes in  t hat  t he d if f erence bet w een  t he st r ike 

p r ices is t he sam e f o r  all legs. 
Spread ratio: ( Buy 1: Sell 2: Buy 1) 

 
Call Butterfly 
Const ruct ion : Buy1callst r ike1exp1 Sell2callst r ike2exp1 Buy1callst r ike3exp1 

Example: Call Butterfly 

Buy 1 Decem ber  2008 OKLI 1240 Call 

Sell 2 Decem ber  2008 OKLI 1260 Call 

Buy 1 Decem ber  2008 OKLI 1280 Call 
Buy Call 1 

 
Put Butterfly 
Const ruct ion : Buy1put st r ike3exp1 Sell2put st r ike2exp1 Buy1put st r ike1exp1 

Example: Put Butterfly 

Buy 1 Decem ber  2008 OKLI 1280 Put  

Sell 2 Decem ber  2008 OKLI 1260 Put  

Sell 1 Decem ber  2008 OKLI 1240 Put  
Buy Put 1 

 
3.6.8 Condor 
A Condor  (CO) op t ion  sp read  is const ruct ed  o f  all calls (Call Condo r ) o r  all put s (Put  Condor ). 

The Call Condo r consist s o f  buying a call, sellin g one call at  a h igher  st r ike p r ice and  selling a call at  a 

st ill h igher  st r ike p r ice, and  buying a f our t h  call at  a st ill h igher  st r ike p r ice w it h in  t he sam e con t ract  

and  exp iry m on t h . 

The Put  Condor  consist s o f  buying a put  at  t he h ighest  st r ike p r ice, selling one put  at  a low er st r ike 

p r ice, selling a put  at  a st ill low er  st r ike p r ice, and  buying a f our t h  put  at  an  even  low er  st r ike p r ice 

w it h in  t he sam e con t ract  and  exp iry m on t h . 

The Condor  requires a specif ic sym m et ry in  t he st r ikes in  t hat  t he d if f ere nce bet w een t he st r ike 

p r ices is t he sam e f o r  all legs. 
Spread ratio: ( Buy 1: Sell 1: Sell 1: Buy 1) 

 
Call Condor 
Const ruct ion : Buy1callst r ike1exp1 Sell1callst r ike2exp1 Sell1callst r ike3exp1Buy1callst r ike4exp1  

Example: Call Condor 

Buy 1 Decem ber  2008 OKLI 1240 Call 
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Sell 1 Decem ber  2008 OKLI 1260 Call 

Sell 1 Decem ber  2008 OKLI 1280 Call 

Buy 1 Decem ber  2008 OKLI 1300 Call 
Buy Call 1 

 
Put Condor 
Const ruct ion : Buy1put st r ike4exp1 Sell1put st r ike3exp1 Sell1put st r ike2exp1Buy1put st r ike1exp1 

Example: Put Condor 

Buy 1 Decem ber  2008 OKLI 1300 Put  

Sell 1 Decem ber  2008 OKLI 1280 Put  

Sell 1 Decem ber  2008 OKLI 12600 Put  

Buy 1 Decem ber  2008 OKLI 1240 Put  
Buy Put 1 

 
3.6.9 Double 
A Doub le (DB) op t ion  sp read  is const ruct ed  o f  all calls (Call Double) o r  all put s (Put  Doub le).  

The Call Double consist s o f  buying a call at  a st r ike p r ice and  buying ano t her  call at  a h igher  st r ike 

p r ice w it h in  t he sam e con t ract  and  exp iry m on t h . 

The Put  Doub le consist s o f  buying a put  at  a st r ike p r ice and  buying ano t her  put  at  a low er st r ike 

p r ice w it h in  t he sam e con t ract  and  exp iry m on t h . 
Spread ratio is ( Buy 1: Buy 1) 

 
Call Double 
Const ruct ion : Buy1callst r ike1exp1 Buy1callst r ike2exp1 

Example: Call Double 

Buy 1 Decem ber  2008 OKLI 1260 Call 

Buy 1 Decem ber  2008 OKLI 1280 Call 
Buy Call 1 

 
Put Double 
Const ruct ion : Buy1put st r ike2exp1 Buy1put st r ike1exp1 

Example: Put Double 

Buy 1 Decem ber  2008 OKLI 1280 Put  

Buy 1 Decem ber  2008 OKLI 1260 Put  
Buy Put 1 

 
3.6.10 Horizontal Straddle 
A Hor izon t al St radd le (HS) op t ion  sp read  consist s o f  buying a st radd le at  one st r ike p r ice in  t he 

def er red  m on t h  and  selling a st radd le at  t he sam e o r  d if f eren t  st r ike in  t he near  m on t h .  

More specif ically, a Ho r izon t al St radd le (HS) consist s o f  buying a call and  buying a put  at  t he sam e 

st r ike p r ice in  t he def er red  m on t h  and  selling a call and  selling a put  at  t he sam e low er  st r ike p r ice 

in  t he near  m on t h , all w it h in  t he sam e con t ract  and  exp iry m on t h . 
Spread ratio: ( Buy 1: Buy 1: Sell 1: Sell 1) 

Const ruct ion : Buy1callst r ike1exp2 Buy1put st r ike1exp2 Sell1callst r ike1exp1 Sell1put st r ike 1exp1 

Example: Horizontal Straddle 

Buying 1 Sep t  2008 OKLI 1260 Call, 

Buying 1 Sep t  2008 OKLI 1260 Put  

Selling 1 June 2008 OKLI 1280 Call 

Selling 1 June 2008 OKLI 1280 Put  
Buy 1 
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3.6.11 Iron Condor 
A Iron  Condor  (IC) op t ion  sp read  consist s o f  buying a put  sp read  and  buying a call sp read  at  h igher  

st r ike p r ices. 

More specif ically t h is consist s o f  selling a put  at  one st r ike p r ice, buying a put  at  a h igher  st r ike 

p r ice, buying a call at  a h igher  st r ike p r ice, and  selling a call at  an  even  h igher  st r ike p r ice,  all w it h in  

t he sam e con t ract  and  exp irat ion . 
Spread ratio: ( Sell 1: Buy 1:Buy 1: Sell 1) 

Const ruct ion : Sell1put st r ike1exp1 Buy1put st r ike2exp1 Buy1callst r ike3exp1 Sell1callst r ike4exp1 

Example: Put Spread 

Sell 1 June 2008 OKLI 1240 Put , 

Buy 1 June 2008 OKLI 1260 Put , 

Buy 1 June 2008 OKLI 1280 Call, 

Sell 1 June 2008 OKLI 1300 Call. 
Buy 1 Put 

 
3.6.12 Ratio 1x2 
A Rat io  1x2 (12) op t ion  sp read  is const ruct ed  o f  all calls (Call Rat io  1x2) o r  all put s (Put  Rat io  1x2).  

The Call Rat io  1x2 consist s o f  buying a call and  selling t w o  calls at  a h igher  st r ike p r ice w it h in  t he 

sam e con t ract  and  exp iry m on t h . 

The Put  Rat io  1x2 consist s o f  buying a put  at  a st r ike p r ice and  selling t w o  put s at  a low er  st r ike p r ice 

w it h in  t he sam e con t ract  and  exp iry m on t h . 
Spread ratio is ( Buy 1: Sell 2) 

 
Call 1x2 
Const ruct ion : Buy1callst r ike1exp1 Sell2callst r ike2exp1 

Example: Call 1x2  

Buy 1 March  2008 OKLI 1260 Call 

Sell 2 March  2008 OKLI 1280 Call 
Buy 1 Call 

 
Put 1x2 
Const ruct ion : Buy1put st r ike2exp1 Buy1put st r ike1exp1 

Example: Put 1x2  

Buy 1 March  2008 OKLI 1280 Put  

Sell 2 March  2008 OKLI 1260 Put  
Buy 1 Put 

 
3.6.13 Ratio 1x3 
A Rat io  1x3 (13) op t ion  sp read  is const ruct ed  o f  all calls (Call Rat io  1x3) o r  all put s (Put  Rat io  1x3).  

The Call Rat io  1x3 consist s o f  buying a call at  one st r ike p r ice  and  selling t h ree calls at  a h igher  st r ike 

p r ice w it h in  t he sam e con t ract  and  exp iry m on t h . 

The Put  Rat io  1x3 consist s o f  buying a put  at  one st r ike p r ice and  selling t h ree put s at  a low er  st r ike 

p r ice w it h in  t he sam e con t ract  and  exp iry m on t h . 
Spread ratio: ( Buy 1: Sell 3) 

 
Call 1x3 
Const ruct ion : Buy1callst r ike1exp1 Sell3callst r ike2exp1 

Example: Call 1x3  

Buying 1 March  2008 Decem ber  OKLI 1200 Call 
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Selling 3 March  2008 Decem ber  OKLI 1300 Call 
Buy 1 Call 

 
Put 1x3 
Const ruct ion : Buy1put st r ike2exp1 Sell3put st r ike1exp1 

Example: Put 1x3  

Buying 1 March  2008 Decem ber  OKLI 1300 Put  

Selling 3 March  2008 Decem ber  OKLI 1200 Put  
Buy 1 Put 

 
3.6.14 Ratio 2x3 
A Rat io  2x3 (23) op t ion  sp read  is const ruct ed  o f  all calls (Call Rat io  2x3) o r  all put s (Put  Rat io  2x3).  

The Call Rat io  2x3 consist s o f  buying t w o  calls at  one st r ike and  selling t h ree calls at  a h igher  st r ike 

p r ice w it h in  t he sam e con t ract  and  exp iry m on t h . 

The Put  Rat io  2x3 consist s o f  buying t w o  put s at  one st r ike p r ice and  selling t h ree put s at  a low er  

st r ike p r ice w it h in  t he sam e con t ract  and  exp ir y m on t h . 
Spread ratio: ( Buy 2: Sell 3) 

 
Call 2x3 
Const ruct ion : Buy2callst r ike1exp1 Sell3callst r ike2exp1 

Example: Call 2x3  

Buy 2 March  2008 OKLI 1260 Call 

Sell 3 March  2008 OKLI 1280 Call 
Buy 1 Call 

 
Put 2x3 
Const ruct ion : Buy2put st r ike2exp1 Sell3put st r ike1exp1 

Example: Put 2x3  

Buy 2 March  2008 OKLI 1280 Put  

Sell 3 March  2008 OKLI 1260 Put  
Buy 1 Put 

 
3.6.15 Strip 
A St r ip  (SR) op t ion  sp read  is const ruct ed  o f  all calls (Call St r ip ) o r  all put s (Put  St r ip ).  

The Call St r ip  con sist s o f  buying calls w it h in  t he sam e con t ract  and  st r ike p r ice f o r  each  o f  f our  

consecut ive quar t er ly exp iry m on t hs, result ing in  a t o t al o f  f our  (4) calls purchased .  

The Put  St r ip  consist s o f  buying put s w it h in  t he sam e con t ract  and  st r ike p r ice f o r each  o f  f our  

consecut ive quar t er ly exp iry m on t hs, result ing in  a t o t al o f  f our  (4) put s purchased .  

The St r ip  requires a specif ic sym m et ry in  t he exp iry m on t hs in  t hat  t he t im e d if f erence bet w een  

t he exp iry m on t hs is t he sam e f o r  all legs. 
Spread ratio: ( Buy 1: Buy 1: Buy 1: Buy 1) 

 
Call 
Const ruct ion : Buy1callst r ike1exp1 Buy1callst r ike1exp2 Buy1callst r ike1exp3Buy1callst r ike1exp4 

Example: Call 

Buy 1 June 2008 OKLI 1280 Call 

Buy 1 Sep t  2008 OKLI 1280 Call 

Buy 1 Dec 2008 OKLI 1280 Call 

Buy 1 March  2009 OKLI 1280 Call 
Buy 1 Call 
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Put 
Const ruct ion : Buy1put st r ike1exp1 Buy1put st r ike1exp2 Buy1put st r ike1exp3Buy1put st r ike1exp4  

Example: Put 

Buy 1 June 2008 OKLI 1280 Put  

Buy 1 Sep t  2008 OKLI 1280 Put  

Buy 1 Dec 2008 OKLI 1280 Put  

Buy 1 March  2009 OKLI 1280 Put  
Buy 1 Put 

 
3.6.16 Risk Reversal 
A Risk Reversal (RR) op t ion  sp read  consist s o f  buying a call and  selling a put  op t ion  w it h in  t he sam e 

con t ract  and  exp irat ion  m on t h . The put  com ponen t  can be t he sam e st r ike o r  a low er  st r ike as t he 

call op t ion . 
Spread ratio: ( Buy 1: Sell 1) 

Const ruct ion : Buy1callst r ike2exp1 Sell1put st r ike1o r2exp1 

Example: Risk Reversal 

Buy 1 June 2008 OKLI 1280 Call 

Sell 1 June 2008 OKLI 1260 Put  
Buy 1 

 
3.6.17 Straddle Strips 
A St rad d le St r ip  (SS) op t ion  sp read  consist s o f  buying a call and  put  w it h in  t h e sam e con t ract  at  t he 

sam e st r ike p r ice (St rad d le) f o r  each  o f  f our  consecut ive quar t er ly exp iry m on t hs. Th is result s in  f our  

(4) St radd les being purchased . 

 

The St radd le St r ip  requires a specif ic sym m et ry in  t he exp iry m on t hs in  t hat  t he t im e d if f erence 

bet w een  t he exp iry m on t hs is t he sam e f o r  all legs. 
Spread ratio: ( Buy 1: Buy 1: Buy 1: Buy 1) 

 
Call 
Const ruct ion : Buy1callst r ike1exp1 Buy1put st r ike1exp1 Buy1callst r ike1exp2 Buy1put st r ike1exp2  

Buy1callst r ike1exp3 Buy1put st r ike1exp3 Buy1callst r ike1exp4 Buy 1put st r ike1exp4 

Example: Call 

Buy 1 June 2008 OKLI 1280 Call 

Buy 1 June 2008 OKLI 1280 Put  

Buy 1 Sep t  2008 OKLI 1280 Call 

Buy 1 Sep t  2008 OKLI 1280 Put  

Buy 1 Dec 2008 OKLI 1280 Call 

Buy 1 Dec 2008 OKLI 1280 Put  

Buy 1 March  2009 OKLI 1280 Call 

Buy 1 March  2009 OKLI 1280 Put  
Buy Call 1 
Buy Put 1 

 
3.6.18 Xmas Tree 
An Xm as Tree (XT) op t ion  sp read  is const ruct ed  o f  all calls (Call Xm as Tree) o r  all put s (Put  Xm as Tree).  

The Call Xm as Tree consist s o f  buying a call at  one st r ike, selling a call at  a h igher  st r ike  and  selling 

yet  ano t her  call at  a h igher  st r ike, all w it h in  t he sam e con t ract  and  exp irat ion  m on t h . 
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The Put  Xm as Tree consist s o f  buying a put  at  a h igher  st r ike and  selling a put  at  a low er  st r ike and  

selling yet  ano t her  put  at  a st ill low er  st r ike, all w it h in  t he sam e con t ract  and  exp irat ion  m on t h . 

The Xm as Tree requires a specif ic sym m et ry in  t he st r ikes in  t hat  t he d if f erence bet w een  t he st r ike 

p r ices is t he sam e f o r  all legs. 
Spread ratio: ( Buy 1: Sell 1: Sell 1) 

 
Call Xmas Tree 
Const ruct ion : Buy1callst r ike1exp1 Sell1callst r ike2exp1 Sell1callst r ike3exp1 

Example: Call Xmas Tree 

Buy 1 June 2008 OKLI 1240 Call 

Sell 1 June 2008 OKLI 1260 Call 

Sell 1 June 2008 OKLI 1280 Call 
Buy Call 1 

 
Put 
Const ruct ion : Buy1put st r ike3exp1 Sell1put st r ike2exp1 Sell1put st r ik e1exp1 

Op t ions and  Op t ions Sp reads 

Elect ron ic Trad ing Concep t s Version  1.7 Page 29 

Example: Put 

Buy 1 June 2008 OKLI 1280 Put  

Sell 1 June 2008 OKLI 1260 Put  

Sell 1 June 2008 OKLI 1240 Put  
Buy Put 1 

 
3.6.19 3-Way 
A 3-Way (3W) op t ion  sp read  is const ruct ed  o f  calls and  put s on  t he sam e con t ract  and  exp iry m on t h 

w it h  d if f eren t  st r ike p r ices. 

A Call 3-w ay consist s o f  buying t he call f o r  t he m idd le st r ike p r ice, selling t he call f o r  h igh st r ike 

p r ice, and  selling t he put  f o r  t he low  st r ike p r ice. 

A Put  3-w ay consist s o f  buying t he put  f o r  m idd le st r ike p r ice, selling t he put  f o r  low  st r ike p r ice, 

and  selling t he call f o r  t he h igh  st r ike p r ice. 
Spread ratio: ( Buy 1: Sell 1: Sell 1) 

 
Call 
Const ruct ion : Buy1callst r ike2exp1 Sell1callst r ike3exp1 Sell1put st r ike1exp1 

Example: Call Spread 

Buy 1 July 2008 OKLI 1280 Call 

Sell 1 Ju ly 2008 OKLI 1300 Call 

Sell 1 Ju ly 2008 OKLI 1260 Put  
Buy Call 1 

 
Put 
Const ruct ion : Buy1put st r ike2exp1 Sell1put st r ike1exp1 Sell1callst r ike3exp1 

Example: Put Spread 

Buy 1 July 2008 OKLI 1280 Put  

Sell 1 Ju ly 2008 OKLI 1260 Put  

Sell 1 Ju ly 2008 OKLI 1300 Call 
Buy Put 1 

 
3.6.20 Iron Butterfly (IB) 
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An Iron  But t er f ly (IB) op t ion  sp read  consist s o f  buying a St radd le and  selling a St rangle in  t he sam e 

exp iry m on t h . The IB com ponen t s are t o  sell a Put  at  a st r ike p r ice, buy Put  and  Call at  h igher st r ike 

p r ice, and  sell a Call at  an  even  h igher  st r ike p r ice. The st r ike p r ices do  no t  have t o  be consecut ive 

and  t he gaps bet w een  st r ike p r ices do  no t  have t o  be equal. Spread ratio: (sell 1: buy 1: buy 1: sell 1) 

Const ruct ion : Sell1put st r ike1exp1 Buy1put st r ike2exp1 Buy1callst r ike2exp1 Sell1callst r ike3exp1 
 
Example: Iron Butterfly 

Sell 1 March  2009 OKLI 1240 Put  

Buy1 March  2009 OKLI 1260 Put  

Buy 1 March  2009 OKLI 1260 Call 

Sell 1 March  2009 OKLI 1280 Call 

 
3.6.21 Jelly Roll ( JR ) 
A Jelly Ro ll (JR) op t ion  sp read  consist s o f  buying (sell) a Reversal in  one exp iry m on t h  and  selling (buy) 

t he Reversal in  ano t her  exp iry m on t h  t o  p roduce a syn t het ic sp read  bet w een  bo t h  m on t hs.  

A Jelly Ro ll invo lves Selling (buy) a Call, bu ying (sell) a Put  at  t he sam e st r ike in  t he near  m on t h , and 

buying (sell) a Call, selling (buy) a Put  at  a d if f eren t  st r ike in  t he f ar  m on t h . 
Spread ratio: (sell 1: buy 1: buy 1: sell 1) 
 
Buy Jelly Roll 

Const ruct ion : Sell1callst r ike1exp1 Buy1put st r ike1exp1 Buy1callst r ike2exp2 Sell1put st r ike2exp2 
 
Example: Buy Jelly Roll 

Sell 1 Dec 2009 OKLI 1260 Call 

Buy 1 Dec 2009 OKLI 1260 Put  

Buy 1 March  2010 OKLI op t ions 1280 Call 

Sell 1 March  2010 OKLI 1280 Put  
 
Sell Jelly Roll 

Const ruct ion : Buy1callst r ike1exp1 Sell1pu t st r ike1exp1 Sell1callst r ike2exp2 Buy1put st r ike2exp2 
 
Example: Sell Jelly Roll 

Buy 1 Dec 2009 OKLI op t ions 1260 Call 

Sell 1 Dec 2009 OKLI op t ions 1260 Put  

Sell 1 March  2010 OKLI op t ions 1280 Call 

Buy 1 March  2010 OKLI op t ions 1280 Put  

 
3.6.22 Guts (GT) 
A Gut s (GT) op t ion  sp read  consist s o f  buying a Call at  a st r ike p r ice and  buying a Put  at  a h igher st r ike 

p r ice in  t he sam e exp iry. 
Spread ratio: (buy 1: buy 1) 

Const ruct ion : Buy1callst r ike1exp1 Buy1put st r ike2exp1 
 
Example: Buy the Guts 

Buy 1 Decem ber  2009 OKLI 1200 Call 

Buy 1 Decem ber  2009 OKLI 1220 Put  

 
3.6.23 3-way: Straddle versus Call (3C) 
A 3-w ay: St radd le versus Call (3C) op t ion  sp read  consist s o f  buying a St radd le and  (versus) selling a Call 

in  t he sam e exp iry m on t h . The St radd le com ponen t  consist s o f  buying a Call and  buying a Put  in  t he 
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sam e con t ract , exp irat ion , and  st r ike p r ice. Th e opposing (versus) com ponen t  is t o  sell a Call f o r  t he 

sam e con t ract  and  exp irat ion  but  at  a d if f eren t  st r ike p r ice.  

 
Spread ratio: (buy 1: buy 1: sell 1) 

Const ruct ion : Buy1callst r ike1exp1 Buy1put st r ike1exp1 Sell1callst r ike(?)exp1 
 
Example: Buy the 3-way: Straddle versus Call 

Buy 1 Decem ber  2009 OKLI 1200 Call 

Buy 1 Decem ber  2009 OKLI 1200 Put  

Sell 1 Decem ber  2009 OKLI 1220 Call 

 
3.6.24 3-way: Straddle versus Put (3P) 
A 3-w ay: St radd le versus Call (3C) op t ion  sp read  consist s o f  buying a St radd le and  (versus) selling a Put  

in  t he sam e exp iry m on t h . The St radd le com ponen t  consist s o f  buying a Call and  buying a Put  in  t he 

sam e con t ract , exp irat ion , and  st r ike p r ice. The opposing (versus) com ponen t  is t o  sell a Put  f o r  t he 

sam e con t ract  and  exp irat ion  but  at  a d if f eren t  st r ike p r ice.  
Spread ratio: (buy 1: buy 1: sell 1) 

Const ruct ion : Buy1callst r ike1exp1 Buy1put st r ike1exp1 Sell1put st r ike(?)exp1 
 
Example: Buy the 3-way: Straddle versus Put 

Buy 1 Decem ber  2009 OKLI 1280 Call 

Buy 1 Decem ber  2009 OKLI 1280 Put  

Sell 1 Decem ber  2009 OKLI 1260 Put  
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4. Futures Spreads 
Th is sect ion  descr ibes t he f u t ures sp read  t ypes t hat  are com pat ib le w it h  CME Globex. 

A sp read  is an  inst rum en t  com posed  o f  m ult ip le f u t ures o r  op t ions con t ract s t hat  are execut ed  

sim ult aneously w hen  t he sp read  is execut ed . In  a f u t ures sp read , t he goal is t o  p ro f it  f rom  t he 

change in  t he p r ice d if f erence bet w een  t w o  f ut ures con t ract s w h ile hedging against  r isk.  

A sp read  is o ne o r  m ore f u t ures con t ract s and  one o r  m ore of f set t ing f u t ures con t ract s. Sp reads 

allow  you t o  t ake less r isk t han  is availab le w it h  out r igh t  f u t ures posit ions. The am oun t  o f  r isk 

bet w een  t w o  In t ra-m arket  f u t ures posit ions is usually less t han  t he r isk in  an  out r igh t  f u t ures 

posit ion . 

CME Globex p rovides p re-def ined  sp reads t hat  are separat e f rom  t he o rder  book of  t he out r igh t  

m arket s. 
All strategies are shown from the buyer's perspective. 
 
Leg Description 

For  t he purpose o f  t h is d iscussion , t he t erm  Leg1 ref ers t o  t he f irst  com ponen t  o f  t he sp read  as 

show n  in  t he nam ing conven t ion . Leg2 ref ers t o  t he second  com ponen t  o f  t he sp read . Leg3 ref ers 

t o  t he t h ird  com ponen t  o f  t he sp read , and  so  on .  
 
Abbreviations 

EQ =  Equit y 

FX =  Fo reign  Exchange 

AG =  Agr icu lt ural 

IR =  In t erest  Rat e 

RT =  Reduced  Tick 

Vo l =  Vo lat ilit y 

exp  =  exp iry  

 
4.1 Spread Type Compatibility 
CME Globex o f f ers t he f o llow ing Exchange-def ined  Fut ures Sp read  Types t hat  are com pat ib le w it h  

t he f o llow ing p roduct s: 

 
 
Table 4.1     Spread Type Compatibility 
 

Futures 

 

CME BMD 

Strategy 

 

Type 
Code 

EQ FX AG IR EQ AG IR  

Calendar 

 

         

St andard   

 

SP   x x x x x  

St r ip   

 

FS x x x    x  

 

*  =  GSCI equit y suppo r t s FX st rat egy  

 
4.2 Futures Spread Construction 
The f o llow ing t ab le sum m ar izes t he const ruct ion  of  Fut ures Sp reads. 
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Table4. 3. Futures Spread Construction Summary 
 

Futures 
 

Strategy 

 

Type 
Code 

Construction Instrument Code / 
Security Definition 

 

Calendar 

 

   

St andard   

 

SP Buy1exp1 Sell1exp2 

 

 

FCPOZ8-FCPOH9 

St r ip  

Mon t h  Exp iry 

 

FS  

 

Buy1exp1 Buy1exp2 Buy1exp3 Buy1exp4 FKB3:FS 03M U8 

 

 

 

 
4.3 Futures Spread Description 
The f o llow ing f u t ures sp read  t ypes are com pat ib le w it h  CME Globex. 

 
4.3.1 Calendar (Horizontal or Diagonal) 
A Calendar  sp read  consist s o f  2 con t ract s w it h in  t he sam e inst rum en t  grou p  and  w it h  d if f eren t  

m at ur it y m on t hs. There are var iat ions in  Calendar  sp reads based  on  t he p roduct . Each  Calendar  

sp read  var iat ion  is designat ed  t h rough  t he use o f  a d if f eren t  sp read  t ype code.  

 

 
4.3.1.1 Standard 
St andard  (SP) consist s o f  2 con t ract s w it h in  t he sam e inst rum en t  group  and  w it h  d if f eren t  m at ur it y 

m on t hs. 

Buy 1 calendar  =  buy 1 f ron t  m on t h  leg, and  sell 1 back m on t h  leg (+ 1:-1 rat io ). 

Products: All Product s 

Construction: Buy1exp1 Sell1exp2 

 

Example: Buy the Spread 

Buy 1 Decem ber  2008 FKLI and  

Sell 1 March  2009 FKLI 

Instrument Code/Securitydesc: Buying 1 FKLIZ8-FKLIH9 

 

Example: Sell the Spread 

Sell 1 Decem ber  2008 FKLI and 

Buy 1 March  2009 FKLI 

Instrument Code/Securitydesc: Selling 1 FKLIZ8-FKLIH9 

 

4.3.4 Strip 
St r ip  Sp read  (FS) is t he sim ult aneo us purchase (o r  sale) o f  f u t ures posit ions in  consecut ive quar t er ly 

m on t hs. The average of  t he p r ices f o r  t he f u t ures con t ract s bough t  (o r  so ld ) is t he p r ice level o f  t he 

hedge. A f our -m on t h  st r ip , f o r  exam p le, consist s o f  an  equal num ber  o f  f u t ures con t ract s f o r  each 
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o f  f our  consecut ive quar t er ly con t ract  m on t hs, also  know n as a calendar  st r ip . The St r ip  Sp read  

consist s o f  4 t o  20 con t ract s w it h in  t he sam e inst rum en t  group  and  w it h  consecut ive quar t er ly 

m on t hs.  

St r ips are const ruct ed  as buying a ser ies o f  con t ract s sim ult aneously. St r ips w ill t ick in  1-t ick 

increm en t s. 

Products: FKB3 

Construction: Buy1exp1 Buy1exp2 Buy1exp3 Buy1exp4 

 

Example: Buy the Strip 

Buy 1 Sep t em ber  2008 FKB3 and 

Buy 1 Decem b er  2008 FKB3 and 

Buy 1 March  2009 FKB3 

Buy 1 June 2009 FKB3 

Instrument Code/Securitydesc: Buying 1 FKB3:FS 03M U8 

 

Example: Sell the Strip 

Sell 1 Sep t em ber  2008 FKB3 and 

Sell 1 Decem ber  2008 FKB3 and 

Sell1 March  2009 FKB3 

Sell 1 June 2009 FKB3 

Instrument Code/Securitydesc: Selling 1 FKB3:FS 03M U8 

 



ANNEXURE 2 
TRADING PARTICIPANTS’ MANUAL 

33 

 

5. Indicative Opening Price (IOP) and Matching Algorithm  
The IOP (Ind icat ive Open ing Pr ice) p rovides m arket  par t icipan t s w it h  a p robab le p r ice at  w h ich  t he 

m arket  w ill open  o r  re-open , g iven  t he cur ren t  book and  o rder  act iv it y. 

The IOP is calculat ed  by t he t rad ing engine dur ing t he Pre-Open  and  Reserve St at es based  on  t he 

o rders in  t he book. Dur ing t hese t w o  st at es o rders can  be en t ered  o r  m od if ied , but  no  m at ch ing 

w ill occur . Th is can  cause t he o rder  book t o  be locked  o r  crossed  w h ich  w ould  p roduce an  IOP. 

Ind icat ive o pen ing det ails are published  using t he Market  Dat a Increm en t al Ref resh  t ag 35 -

MsgType= X Message, Book Updat e Dat a Block and  Open ing Dat a Block. These m essages are used  t o  

in f o rm  users o f  updat es t o  t he book and  t he IOP. 

The Market  Dat a Increm en t al Ref resh  t ag 35-MsgType= X Message, Open ing Dat a Block car r ies t he IOP 

and  is pub lished  dur ing t he Pre-open  St at e and  Reserve St at e. The Market  Dat a Increm en t al Ref resh  

t ag 

35-MsgType= X Message, Open ing Dat a Block is sen t  w hen : 

•  A new  o rder  is en t ered  t hat  changes t he IOP 

•  A book updat e changes t he IOP 

The Market  Dat a Increm en t al Ref resh  t ag 35-MsgType= X Message, Book Updat e Dat a Block is 

pub lished  t o  in f o rm  users o f  t he f irst  f ive lim it  p r ices availab le in  t he o rder  book. It  is sen t  w hen :  

•  An  inbound  o rder  o r  m od if icat ion  changes t he p r ices o r  quan t it ies o f  t he t op  5 b id  o r  ask p r ice 

levels. 

•  A cancel rem oves o rders f rom  t he t op  5 b id  o r  ask p r ice levels 

Tag 346-Num berOf  Orders included  in  t he IOP show s only t he Disp layed  (booked ) quan t it y on  t he 

Market  Dat a Increm en t al Ref resh  t ag 35-MsgType= X Message, Book Updat e Dat a Block even  t hough  

t he IOP w as calculat ed  using t he en t ire o rder  size f o r  t he Disp lay Quan t it y Order .  

The o rder  quan t it ies and  t he con t ract  quan t it ies f o r  elect ed  St op  Orders w it h  t he h ighest  p r ice (if  

t hey are buy St ops) o r t he low est  p r ice (if  t hey are sell St ops) are show n on  t he Market  Dat a 

Increm en t al Ref resh t ag 35-MsgType= X Message (on ly 1 St op  o rder  is show n  regard less o f  how  m any 

St ops w ere elect ed  by t he IOP) 

IOPs are on ly calculat ed  f o r  ou t r igh t  f u t ures, f ut ures sp read s, op t ion  sp reads, and  op t ions ser ies.  

 
5.1 Calculating/ Determining the IOP 
CME Globex f o llow s a specif ic set  o f  ru les t o  det erm ine t he IOP: 

Rule 1: Det erm ine t he m axim um  m at ch ing quan t it y at  a p r ice level  

Rule 2: Det erm ine t he m in im um  non -m at ch ing quan t it y 

Rule 3: Det erm ine t he h ighest  p r ice if  non -m at ch ing quan t it y is on  t he buy side f o r  all p r ices 

Rule 4: Det erm ine t he low est  p r ice if  non -m at ch ing quan t it y is on  t he sell side f o r  all p r ices 

Rule 5: Det erm ine t he closest  p r ice t o  t he set t lem en t  p r ice (ref erence p r ice) 

Rules are app lied  in  a h ierarchy f rom  Rule 1 t h rough  Rule 5. The IOP is det erm ined  by w h ichever  ru le 

best  app lies t o  t he o rder  book at  t hat  m om en t . 

 

5.1.1 Stop Orders in IOP 
Af t er  an IOP is calculat ed  t he St op  b ook is scanned  f o r St ops t hat  w ould  be elect ed  by t he IOP. All 

St ops t hat  w ould  be elect ed  by t he IOP are add ed  t o  t he lim it  book and  t he IOP is recalcu lat ed .  

 
5.1.2 Determining Cumulative Quantity 
The IOP is est ab lished  by det erm in ing w h ich p r ice w ill m at ch  t he m ost  con t ract s based  on  t he 

cur ren t  m ix o f  b ids and  o f f ers availab le in  t he o rder  book. CME Globex exam ines all p r ices w here 

Bids and  Of f ers over lap . The Bid  and  Of f er  quan t it y availab le at  each  p r ice in  t he over lapped  p r ice 

level is list ed  and  t he cum ulat ive quan t it y t o t al o f  all b ids and  o f f ers is det erm ined  at  each  p r ice.  
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Bid  cum ulat ive quan t it y is det erm ined  by sum m ing t he b id  quan t it y at  each p r ice, st ar t ing f rom  t he 

h ighest  p r ice and  cum ulat ing dow n  t o  t he low est  p r ice level. Of f er  cum ulat ive q uan t it y is 

det erm ined  by sum m ing t he o f f er  quan t it y at  each  p r ice, st ar t ing f rom  t he low est  p r ice and  

cum ulat ing up  t o  t he h ighest  p r ice level. 

 
Table 5.1.2 Cumulative Quantity Process 

 
Cumulative Total of Bids and Offers 

 

Cumulative 
Sum of 

Bids 

 

Bid 
Quantity 

Price Ask 
Quantity 

Cumulative Sum of Offers 

 

10 

 

10 51 30 357 

30 

 

20 50 100 327 

60 

 

30 49 1 227 

100 

 

40 48 25 226 

150 

 

50 47 1 201 

220 

 

70 46 100 200 

320 

 

100 45 90 100 

321 

 

1 44 4 10 

351 

 

30 43 6 6 

 
5.1.3 Examining for IOP 
Once t he cum ulat ive quan t it ies availab le at  each  p r ice are est ab lished , each  p r ice can  be exam ined  

t o  det erm ine w here t he m ost  con t ract s can  be m at ched . 

The reason ing beh ind  t h is com par ison is t hat  at  each  p r ice level, all cum ulat ive b ids can  be m at ched  

at  t hat  p r ice o r  bet t er  and  all cum ulat ive o f f ers can  be m at ched  at  t hat  p r ice o r  bet t er .  

Fo r  exam p le, if  a m at ch  is execut ed  at  p r ice level 43, b ids at  44 t h rough  51 could  also  po t en t ially be 

m at ched . The opposit e is t rue f o r  o f f ers. If  a m at ch  is execut ed  at  p r ice level 51 , o f f ers at  50 

t h rough  43 could  also  po t en t ially be m at ched . 

•  At  p r ice level 48, t here are 100 cum ulat ive b id  con t ract s availab le and  226 cum ulat ive o f f er  

con t ract s availab le. A m at ch  at  p r ice 48 w ould  execut e 100 leaving a quan t it y o f  126 of f er  con t ract s 

rem ain ing on  t he book at  t he m om en t  o f  t he m arket  open ing. 

•  At  p r ice level 47, t here are 150 cum ulat ive b id  con t ract s availab le and  201 cum ulat ive o f f er  

con t ract s availab le. At  p r ice level 47, t he result  w ould  be 150 con t ract s execut ed .  

•  At  p r ice level 46, t here are 220 cum ulat ive b id  con t ract s availab le and  200 cum ulat ive o f f er  

con t ract s availab le. At  p r ice level 46, t he result  w ould  be 200 con t ract s execut ed .  
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•  At  p r ice level 45, t here are 320 cum ulat ive b id  con t ract s availab le and  100 cum ulat ive o f f e r  

con t ract s availab le. At  p r ice level 45, t he result  w ould  be 100 con t ract s execut ed .  

The IOP w ould  be p r ice level 46 w here t he m axim um  quan t it y o f  200 con t ract s could  be m at ched  

 
5.1.4 Applying the Rules to Establish the Indicative Opening Price 
Rule1: Det erm ine t he m axim um  m at ch ing quant it y at  a p r ice level. 

 

Table 5.1.4a Maximum Matching Quantity 
 

Cumulative Total of Bids and Offers 

 

Cumulative 
Sum of 

Bids 

 

Bid 
Quantity 

Price Ask 
Quantity 

Cumulative Sum of Offers 

 

10 

 

10 51 30 357 

30 

 

20 50 100 327 

60 

 

30 49 1 227 

100 

 

40 48 25 226 

150 

 

50 47 1 201 

220 

 

70 46 100 200 

320 

 

100 45 90 100 

321 

 

1 44 4 10 

351 

 

30 43 6 6 

 
 
Note: Executed Quantity = 200 

 

The largest  cum ulat ive quan t it y o f  b ids and  of f ers t hat  can  be execut ed  is at  t he p r ice level o f  4 6. 

The 200 o f f er  con t ract s can  be m at ched  w it h  t he 220 Bid  con t ract s availab le p rovid ing t he great est  

num ber  o f  con t ract s m at ched  o f  200. So , t he IOP is 46. 

If  ru le 1 does no t  p roduce an  IOP t hen  include ru le 2 

Rule 2: Det erm ine t he m in im um  non -m at ch ing quan t it y. 

 
Table 5.1.4b Minimum Non-Matching Quantity 
 

Cumulative Total of Bids and Offers 
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Cumulative 
Sum of 

Bids 

 

Bid 
Quantity 

Price Ask 
Quantity 

Cumulative Sum of Offers 

 

10 

 

10 51 30 306 

30 

 

20 50 100 276 

60 

 

30 49 1 176 

100 

 

40 48 25 175 

150 

 

50 47 0 150 

180 

 

30 46 50 150 

280 

 

100 45 90 100 

281 

 

1 44 4 10 

311 

 

30 43 6 6 

 

 
Note: Executed Quantity = 150 
 

At  p r ice levels o f  46 and  47 t here is a t ie f o r  t he num ber  of  con t ract s t hat  can  m at ch , 150 at  each  

p r ice level. At  p r ice level 47, t he non -m at ch ing quan t it y is 0 (150 Bid  - 150 o f f er  =  0). At  p r ice level 

46, t he nonm at ch ing  quan t it y is 30 (180 Bid  - 150 of f er  =  30). So , t he Ind icat ive Open ing Pr ice is 47, 

w here t here is t he least  num ber  o f  unm at ched con t ract s. 

If  ru les 1 and  2 do  no t  p roduce an  IOP, t hen  include ru le 3. 

 
Rule 3: Det erm ine t he h ighest  p r ice if  t he non -m at ch ing quan t it y is on  t he buy side f o r  all p r ices. 

 

 

 

Table 5.1.4c Highest Price 
 

Cumulative Total of Bids and Offers 

 

Cumulative 
Sum of 

Bids 

 

Bid 
Quantity 

Price Ask 
Quantity 

Cumulative Sum of Offers 

 

10 

 

10 51 30 306 

30 20 50 100 276 
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60 

 

30 49 1 176 

100 

 

40 48 25 175 

180 

 

50 47 0 150 

180 

 

30 46 50 150 

280 

 

100 45 90 100 

281 

 

1 44 4 10 

311 

 

30 43 6 6 

 

 
Note: Executed Quantity = 150 

 

At  p r ice level 47, t he largest  cum ulat ive quan t it y o f  Bids is 180. The largest  cum ulat ive quant it y o f  

o f f ers is 150. The num ber  of  con t ract s t hat  can  m at ch  at  p r ice 47 is 150 con t ract s. The rem ain ing 

non -m at ch ing  Bid  con t ract s =  30 (180 Bid  - 150 o f f er  =  30). 

At  p r ice level 46, t he largest  cum ulat ive quan t it y value o f  Bids is 180. The largest  cum ulat ive 

quan t it y o f  o f f ers is 150. The num ber  o f  con t ract s t hat  can  m at ch  at  p r ice 46 is 150 con t ract s. The 

rem ain ing nonm at ch ing  Bid  con t ract s =  30 (180 Bid  - 150 o f f er  =  30). 

The Ind icat ive Open ing Pr ice is 47, w h ich  is t he h ighest  p r ice w here t he unm at ched  con t ract s are 

Bid  con t ract s. 

 
Rule 4: Det erm ine t he low est  p r ice if  t he non -m at ch ing quan t it y is on  t he sell side f o r  all p r ices. 

 

 

 

 

Table 5.1.4d Lowest Price 
 

Cumulative Total of Bids and Offers 

 

Cumulative 
Sum of 

Bids 

 

Bid 
Quantity 

Price Ask 
Quantity 

Cumulative Sum of Offers 

 

10 

 

10 51 30 306 

30 

 

20 50 100 276 

60 

 

30 49 1 176 
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100 

 

40 48 25 175 

110 

 

10 47 0 150 

110 

 

0 46 50 150 

130 

 

20 45 90 100 

160 

 

30 44 4 10 

190 

 

30 43 6 6 

 
Note: Executed Quantity = 110 
 

At  p r ice level 47, t he largest  cum ulat ive quan t it y o f  Bids is 110. The largest  cum ulat ive quan t it y 

value of  o f f ers is 150. The num ber  of  con t ract s t hat  can  m at ch  at  p r ice 47 is 110 con t ract s. The 

rem ain ing nonm at ch ing quan t it y is 40 (150 of f er  - 110 Bid  =  40). 

At  p r ice level 46, t he largest  cum ulat ive quan t it y value o f  Bids is 110. The largest  cum ulat ive 

quan t it y value of  o f f ers is 150. The num ber  o f  con t ract s t hat  can  m at ch  at  p r ice 47 is 110 cont ract s. 

The rem ain ing non -m at ch ing quan t it y is 40 (150 o f f er  - 110 Bid  =  40). 

The Ind icat ive Open ing Pr ice is 46, w h ich  is t he low est  p r ice w here t he unm at ched  con t ract s are 

Of f er  con t ract s. 

If  ru le 3 and  4 have a t ie t hen  include ru le 5. 

Rule 5: Det erm ine t he closest  p r ice t o  t he set t lem en t  p r i ce (ref erence p r ice). 

 

 
 
 
 
 
 
 
Table 5.1.4e Closest Price to the Settlement Price (Reference Price) 
 

Cumulative Total of Bids and Offers 

 

Cumulative 
Sum of 

Bids 

 

Bid 
Quantity 

Price Ask 
Quantity 

Cumulative Sum of Offers 

 

50 

 

50 51 30 280 

70 

 

20 50 100 250 

150 
 

80 49 0 150 
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150 
 

0 48 0 150 

150 
 

0 47 0 150 

150 
 

0 46 0 150 

150 
 

0 45 70 150 

150 
 

0 44 60 80 

150 
 

0 43 20 20 

 
Note: Executed Quantity = 150 

 

Set t lem en t  Pr ice (Ref erence Pr ice) =  46 

At  p r ice levels 45 t h rough  49, m at ches can occur at  t he calcu lat ed  m axim um  num ber  of  150 

con t ract s. 

Each  p r ice level show s accum ulat ed  t o t als o f  150 Bids and  150 Of f ers w h ich  w hen  m at ched  result s in  

zero  rem ain ing con t ract s. IOP is t he p r ice closest  t o  set t lem en t  

 
5.1.5 Stops in IOP 
Af t er  an  IOP p r ice is calcu lat ed , t he St op  Order  book is scanned  t o  det erm ine if  t he IOP elect s any 

St op  Orders. If  t he IOP w ould  elect  St op  Orders t hen  recalcu lat e t he IOP includ ing t he quan t it ies at  

t he lim it  p r ice o f  t he St op  Orders t hat  w ould  be elect ed  (t h is p rocess con t inues un t il n o  o t her  St o p  

Orders are elect ed  by an  IOP). 

 
5.1.6 Display Quantity Orders in IOP 
If  a Disp lay Quan t it y o rder  is on  t he book w h ile t he IOP is being calcu lat ed  t hen  t he en t ire o rder  size 

(no t  just  t he d isp layed  (booked ) quan t it y) is included  in  t he calcu lat ion . 

 

5.1.7 First-In, First-Out (FIFO) Matching Algorithm 
BMD is adop t ing t he CME Globex FIFO m at ch ing algo r it hm .  

 

The FIFO algo r it hm  (F) f ills o rders on  a st r ict  p r ice and  t im e p r io r it y; t he f irst  o rder  at  a p r ice level is 

t he f irst  o rder  m at ched . 

Orders lose t heir  p r io r it y and  get  re -queued  if  users: 

 Increase t he quan t it y 

 Change t he p r ice 

 Change t he accoun t  num ber  
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6. Market Integrity Controls 
CME Globex em p loys several m echan ism s t o  ensure m arket  in t egr it y and  t he ab ilit y f o r  t he m arket  

t o  m ain t ain  soundness and  adherence t o  t he CME Group  Exchange t rad ing po licies. These m arket  

con t ro ls include: 

•  Order  Act iv it y Rest r ict ions 

•  Daily Pr ice Lim it s 

•  Pr ice Band ing 

•  Trade Cancellat ion  Policy 

•  St op  Sp ike Logic 

 
6.1 Order Activity Restrictions 
Order  act iv it ies are rest r ict ed  t o  specif ic m arket  st at es. 

 

States 
 

Order Entry Order Modify Order Cancel 

Pre-open  

 

X X X 

No  Cancel  

 

X   

Pause  

 

  X 

Reserve  

 

X X X 

Close 

 

   

 

 
6.2 Daily Price (Trading) Limits 
Daily p r ice lim it s are app licab le f o r  t rad ing in  FKLI, FCPO, FPKO and  FUPO p roduct s in  BMD. Fo r  

f ur t her  det ails ref er  t o  chap t er  7. St at ic Th resho lds and  Invalid  Trade. 

 
6.3 Price Banding 
To  ensure a f air  and o rder ly m arket , CME Globex has also inst it u t ed  a p r ice band ing m echan ism  

w here all incom ing elect ro n ic o rders are sub ject  t o  p r ice ver if icat ion  and  all o rders w it h  clear ly 

er roneous p r ices are reject ed . Pr ice band ing on  t he CME Globex p lat f o rm  is designed  t o  m it igat e 

t he im pact  o f  er roneous o rder  en t r ies. 

An  overly aggressive er roneous o rder , such  as lim it  b ids at  p r ices w ell above t he m arket  o r  lim it  

o f f ers at  p r ices w ell below  t he m arket , can  t r igger  a sequence of  m arket -m oving t rades t hat  require 

subsequen t  cancellat ions. 

CME Globex uses one m echan ism  f o r  f u t ures p r ice band ing and  ano t her  m echan ism  f o r  op t ions 

p r ice band ing. Pr ice band ing is app lied  t o  each  CME Globex p roduct  ind ividually.  

 

Pr ice band ing rep resen t s a f unct ion  o f  CME Globex w h ich  is app lied  t o  exam ine p r ice -based  o rders 

bef o re accep t ance on  t he syst em . Specif ically, band ing is Globex log ic w h ich scans p r ice-based  

o rders, reject ing any buy o rders above t he "CME Last  Pr ice" PLUS a f ixed  band  value o r , any sell 

o rders below  t he CME Last  Pr ice MINUS a f ixed band  value. The Last  Pr ice is det erm ined  by t he last  

t ransact ion , o r  t he best  b id  o r  best  o f f er  t h rough  t he last  t ransact ion . Alt ernat ively, t he Last  Pr ice 

can  be det erm ined  by t he Set t lem en t  Pr ice, if  no  o t her  p r ices are availab le. 
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Note: In implied markets, the Last Price can be determined by the implied better bid or implied better offer. 

Band ing does no t  p reven t  t raders f rom  en t er ing b ids below  t he m arket  o r  en t er ing o f f ers above 

t he m arket . 

It  does no t  rest r ict  how  f ar  below  o r  above t he m arket  a t rader  m ay w ish  t o  t rade. Band ing does 

no t  h inder  t he m arket 's dep t h  in  any w ay. Pr ice Ban d ing on ly p reven t s a t rader  f rom  b idd ing o r 

o f f er ing at  p r ices t hat  appear  t o  be un realist ic and  po t en t ially dam aging t o  t he m arket p lace.  

Pr ice Band ing w ill no t  "lock-up " t he m arket  in  t he even t  o f  a rap id  decline o r  advance in  p r ices. The 

p r ice band  is based  on  t he last  t raded  p r ice o r  t he best  b id  o r  o f f er . As such , t he band  is m oved  by 

t he act ion  of  en t er ing b ids o r  o f f ers beyond  t he m ost  recen t  last  t raded  p r ice o r  t he best  b id  o r  

o f f er . 

Alt hough  band ing does no t  p reven t  o rder  en t ry, f o r  p roduct s w it h  p r ice lim it s o r  circu it  b r eakers, 

o rder  en t ry m ay be p reven t ed  by t he p r ice lim it s o r  circu it  b reakers w h ich  t ake p recedence over 

p r ice band ing. 

 
6.3.1 Price Banding with Market Limit orders 
Band ing does no t  af f ect  m arket  o rders so  t he p r ice band ing log ic w ill no t  p reven t  t he en t ry of  

m arket  o rders. A m arket  o rder  on ly has t he po t en t ial t o  m at ch t he m arket  p r ice t o  t he best  b id  o r  

o f f er  in  t he book but  no t  beyond . 

To  illust rat e t h is po in t , consider  t he en t ry o f  a 100-lo t  m arket  lim it  o rder  t o  buy w hen  t he bo ok is 

conf igured  as show n  below . 

 

 

 
Bid Quantity 

 

Price Offer Quantity 

 150.75  

 

300 

 150.50  

 

100 

 150.25  

 

50 

 150.00  

 

25 

35  

 

149.75  

60  

 

149.25  

75  

 

149.00  

25  148.75 

 

 

 

 

The im m ed iat e ef f ect  o f  t he 100-lo t  m arket  lim it  o rder  t o  buy is t hat  t he o rder  w ill be f illed  f o r  25 

con t ract s at  a p r ice o f  150.00. The unf illed  75 buy o rders are conver t ed  by t he t rad ing host  in t o  a 75 -

lo t  lim it  b id  at  150.00. As such , a m arket  buy or  sell o rder  does no t  push  t he book past  t he cur ren t  

best  b id  o r  o f f er , respect ively. 

Band ing w ill p ro t ect  f o r  t he conversion  of  m arket  o rders in t o  lim it  o rders out side o f  t he host  at  

p r ices t hat  w ould  run  t h rough  t he book. An  o rder  under  t hose cond it ions w ould  be reject ed .  
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6.3.2 Price Banding with Stop orders 
St op  o rders are p rocessed  relat ive t o  t he p r ice band ing param et ers. If  t he buy (sell) p r ice is f ar t her  

f rom  t he t r igger  p r ice t han  t he band ing param et er  t hen  t he o rder  is reject ed . Theref o re, f o r  all 

accep t ed  St op  o rders, if  t he st op  p r ice is h it , t he lim it  o rder  w ill b e at  a p r ice w it h in  t he band . 

 
6.3.3 Price Band Variation (PBV) 
Based  on t he m arket  st at e and  t rad ing act iv it y, a Pr ice Band  Var iat ion  (PBV) w ill be app lied  above 

and  below  t he con t ract 's repo r t ed  ref erence p r ice t o  est ab lish  t he Pr ice Band  Var iat ion  Range  

(PBVR). The PBV is a st at ic value t hat  var ies by p roduct . It  is sym m et r ically app lied  at  bo t h  t he upside 

(f o r  b ids) and  dow nside (f o r  o f f ers) levels w it h  each  p r ice change and  en f o rced  dur ing t he t rad ing 

session . 

If  m arket  cond it ions d ict at e a w ider  p r ice  band , f o r  exam p le, in  a vo lat ile m arket  w here p r ices are 

f luct uat ing rap id ly, CME Group  m ay elect  t o  t em porar ily relax o r  suspend  t he p r ice band ing 

rest r ict ion . In  add it ion  t o  t he PBVR, Daily Trad ing Lim it s m ay be in  ef f ect  f o r  cer t ain  p roduct s. Daily 

Trad ing Lim it s are alw ays g iven  p r io r it y over  PBVR in  reject ing o rders w it h  er roneous p r ices. PBVR 

are m on it o red  t h roughout  t he day by t he CME Globex Con t ro l Cen t er  (GCC) and  m ay be ad just ed  if  

necessary. 

It  is im por t an t  t o  no t e t hat  t he Daily Trad ing Lim it s alw ays t ake p recedence over  PBVR in  reject ing 

o rders w it h  er roneous p r ices. Pr ice bands are m on it o red  t h roughout  t he day by t he CME Globex 

Con t ro l Cen t er  (GCC) and  are ad just ed  w hen  necessary. 
 

6.3.4 Reserve Price Band Multiplier 
When a non -im p lied  Lead  Mo n t h  and /o r  Secondary Mon t h  f u t ures inst rum en t  t ransit ions in t o  t he 

Reserved  St at e, t he p r ice band  values are expanded  by a p redef ined  Reserve Pr ice Band  Mult ip lier .  

The Reserve Pr ice Band  Mult ip lier  expands t he def ault  Pr ice Band  by a posit ive w ho le num ber  

m ult ip lier  (e.g., 2x o r  3x) dur ing t he Reserved  St at e, t o  allow  Lim it  and  St op  o rder  en t ry f r om  t he 

non -b iased  Buy o r  Sell side of  t he m arket . Allow ing Lim it  and  St op  o rder  en t ry suppo r t s t he creat ion  

o f  an  Ind icat ive Open ing  Pr ice (IOP) at  a f air  m arket  value level, t hus suppo r t ing a m ore accurat e 

reopen ing. 

 
6.4 Futures Banding 
Wit h  each  p r ice change t he PBVR is recalcu lat ed  and  t he new  range is app lied . The CME Globex 

p lat f o rm  reject s all b ids and  o f f ers out side t he PBVR. Ap p lying t he PBV t o  a ref erence  p r ice 

det erm ines t he PBVR. 

The ref erence p r ice used  depends on  t he m arket  st at e and  t rad ing act iv it y:  

•  The con t ract 's Set t lem en t  Pr ice w ill serve as t he PBVR ref erence p r ice dur ing t he Pre -Open  and  t he 

Pre-Open /No -Cancel per iod , un t il t he Ind icat ive Open ing Pr ice (IOP) is calcu lat ed . 

•  Once an  IOP is est ab lished , t he IOP becom es t he PBVR ref erence p r ice.  

•  Dur ing t he con t inuous t rad ing, t he CME Globex Last  Pr ice serves as t he ref erence p r ice f o r  t he 

PBVR 

•  If  a con t ract  has t ransit ioned  t o  con t inuous t rad ing w it h  no  IOP o r  CME Globex Last  Pr ice being 

est ab lished , t hen  t he Set t lem en t  Pr ice w ill cont inue t o  serve as t he PBVR ref erence p r ice un t il a CME 

Globex 

Last  Pr ice is est ab lished . 

•  In  t he even t  o f  a m arket  em ergency w here a m arket  is p laced  in  a non -t rad ing m ode af t er  

con t inuous t rad ing has begun , t hen  t he IOP w ill serve as t he PBVR ref erence p r ice dur ing t he non -

regular  Pre- Open  and  t he Pre-Open / No -Cancel Per iod . If  no IOP is availab le, t hen t he CME Globex Last  

Pr ice w ill serve as t he PBVR ref erence p r ice. 

The PBVR ad just s dynam ically as t he CME Globex Last  Pr ice changes f o r  a g iven  p roduct . 
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Example: PBVR Adjustment 

•  Assume: PBV f o r  an  index p roduct  is 100.00 index po in t s 

•  CME Globex Last  Pr ice f o r  t he p roduct  is 3000.00 

•  PBVR w ould  span  f rom  2900.00 t o  3100.00 

All b ids above 3100.00 and  all o f f ers below  2900.00 w ould  be reject ed  by t he CME Globex m at ch ing 

engine. If  a CME Globex Last  Pr ice o f  3010.00 is est ab lished , t he PBVR is dynam ically ad just ed  t o  span 

f rom  2910.00 t o  3110.00 

 
6.5 Options Banding 
Pr ice Band ing f o r  op t ions m arket s requires specif ic considerat ions. 

Alt hough  a ser ies of  op t ions on  a par t icu lar  f u t ures con t ract  m ay t rade f requen t ly, any sing le 

specif ic st r ike p r ice op t ion  m ay no t  t rade o r even  be quo t ed  regular ly. The p r ice of  t he u nder lying 

f u t ures con t ract  m ay change subst an t ially relat ive t o  t he op t ion 's CME Last  Pr ice, causing t he m arket  

value of  a f o rm er ly out -of t he- m oney op t ion t o  increase subst an t ially w h ile t he PBVR is locked  in  

p lace. 

The CME Last  Pr ice on  a specif ic op t ion  is an un rep resen t at ive ref erence p r ice. In  add it ion , op t ions 

w it h  d if f eren t  st r ikes require d if f eren t  p r ice band  w id t hs. PBVRs f o r  "out -o f -t he-m oney" op t ions 

should  be nar row er  t han  t hose f o r  "in -t he-m oney" op t ions t o  ref lect  t he d if f erences in  t he ext en t  

t o  w h ich  b ids and  o f f ers depar t ing f rom  t heir  f air  m arket  value m ay be considered  er roneous.  

Fo r  t hese reasons, CME Group has inst it u t ed  enhanced  op t ions p r ice band ing, a dynam ic p r ice 

band ing syst em , f o r  select ed  op t ions and  op t ions sp reads t raded  on  t he  CME Globex p lat f o rm . 

Enhanced  Op t ions p r ice band ing is iden t ical t o  f u t ures p r ice band ing, w it h  t he f o llow ing 

m od if icat ions. 

Based  on  m arket  cond it ions, t he ref erence p r ice is set  t o  eit her  t he:  

•  Last  Pr ice o f  t he op t ion  o r  sp read  

•  Theo ret ical Op t ions Pr ice (TOP), based  on  w ell est ab lished  op t ions p r icing algo r it hm s 

•  Last  Pr ice in  com b inat ion  w it h  t he TOP, if  p ract ical. 

The w id t h of  t he p r ice bands is det erm ined  by one eit her  a Fixed  PBV f o r t he en t ire op t ion ser ies, 

iden t ical t o  t he p r ice band ing f o r  f u t ures p ract ice o r  a Dynam ic PBV based  on  t he delt a o f  t he 

op t ion , as est im at ed  by t he TOP calcu lat ion  or  a Dynam ic PBV based  on  a percen t age o f  t he TOP, 

w here t he percen t age is based  on  t he delt a o f  t he op t ion . 

 
6.6 Trade Cancellation 
6.6.1 GCC Trade Cancellation Policy 
Trade p r ices w h ich  occur  w it h in  t he No  Cancellat ion  Range, as det erm ined  by BMD, w ill generally no t  

be cancelled  o r ad just ed . The only excep t ion  t o  t h is rule is w hen BMD det erm ines t hat  allow ing a 

t rade t o  st and  as execut ed  m ay  have a m at er ial, adverse ef f ect  on  t he in t egr it y o f  t he m arket . 

BMD m ay review  a t rade based  on it s analysis o f  m arket  cond it ions o r  a request  f o r  review  by a CME 

Globex user . A request  f o r  review  m ust  be m ade as soon  as possib le, but  w ill generally no t  be 

considered  if more than eight minutes have passed since t he t rade occur red . BMD also  has t he 

aut ho r it y, but  no t  t he ob ligat ion , t o  review  t rades repo r t ed  m ore t han  one hour  f o llow ing 

execut ion  if  it  det erm ines t hat  t he t rade p r ice w as egregiously out  o f  line w it h  f ai r  value. 

A par t y responsib le f o r  an  o rder (s) w h ich  result s in  a t rade p r ice ad just m en t  o r  a t rade cancellat ion  

m ay be liab le f o r  act ual losses incur red  by af f ect ed  par t ies pursuan t  t o  t he cr it er ia out lined  in  BMD 

Rule 707.2. Cancellation of a Trade Or Price Adjustment. For further details please refer to Chapter 14 Error 
Maker Liability Claim 
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6.6.2 No-Cancellation Range - Trade Cancellation 
BMD Trade Cancellat ion  po licy is app lied  t o  balance t he adverse ef f ect s on  m arket  in t egr it y o f  

execut ing t rades and  pub lish ing t rade in f o rm at ion  inconsist en t  w it h  p revailing m arket  cond it ions. 

The in t en t  is t o  p reserve leg it im at e expect at ions t hat  execut ed  t ransact ions w ill no t  be cancelled .  

A No -Cancellat ion  range is est ab lished  f o r  each  BMD Product  availab le on  CME Globex. 

Trade p r ices t hat  occur  w it h in  t he no -cancellat ion  range, as det erm ined  by t he BMD, w ill no t  

generally be cancelled  o r  ad just ed . The on ly excep t ion  t o  t h is ru le is if  t he BMD det erm ines t hat  no t  

cancelling o r  ad just ing a t rade w it h in  t he no -cancellat ion  range w ill have a m at er ial, adverse ef f ect  

on  t he m arket . 

The Exchange's t rade cancellat ion policy aut ho r izes t he Globex Con t ro l Cen t er  (GCC) t o  ad just  t rade 

p r ices o r  cancel (bust ) t rades w hen  such  act ion  is necessary t o  m it igat e m arket  d isrup t ing ev en t s 

caused  by t he im proper  o r  er roneous use of  t he elect ron ic t rad ing syst em  o r  by syst em  def ect s.  

The decision  o f  BMD shall be f inal. 

 

The No  Cancellat ion  Range is specif ied  in  t he t ab le:  

 

Contracts Ticks Price 

Kuala Lumpur Composite Index 
Options (OKLI) 

+/- 250 ticks 
(i) The last traded price on the 

same Business Day before 
the execution of the 
erroneous trade. 

(ii) If there are no trades on that 
Business Day prior to the 
execution of the erroneous 
trade, then the Best Buy 
Price or the Best Sale Price 
available before the 
execution of the erroneous 
trade. 

(iii) If there is no Best Buy Price 
or Best Sale Price, then the 
„Daily Settlement Price‟ as 
referred to in the Clearing 
House Rules before the 
execution erroneous trade. 

(iv) Where the Exchange is of 
the opinion that the price 
stated in the foregoing is not 
reflective of the value of a 
Contract at any given time, 
then the theoretical value of 
the Contract based on the 
cost of carry methodology at 
the point of execution of the 
erroneous trade. 

 

US Dollar Denominated Crude 
Palm Oil Futures (FUPO) 

+/- 120 ticks 

All other Contracts +/- 100 ticks 

 

6.6.3 Review of Trades 
The GCC m ay review  a t rade based  on  it s analysis o f  m arket  cond it ions o r  a request  f o r  review  by a 

user  o f  t he elect ron ic t rad ing syst em . A request  f o r  rev iew  m ust  be m ade w it h in  eigh t  m inut es o f  

t he execut ion  of  t he t rade. The GCC shall p rom p t ly det erm ine w het her  t he t rade w ill be sub ject  t o  
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review  and upon  decid ing t o  review  a t rade, t he GCC w ill p rom p t ly issue an  aler t  ind icat ing t hat  t he 

t rade is under  r eview . 

 

In  t he case o f  illiqu id  con t ract s, t he GCC m ay in it iat e a review  up  t o  one hour  af t er  t he execut ion  o f  

t he t rade, and  has t he aut ho r it y, but  no t  t he ob ligat ion , t o  review  t rades repo r t ed  m ore t han  one 

hour  f o llow ing execut ion  if  it  det erm ines t hat  t he t rade p r ice w as egregiously out  o f  line w it h  f air  

value. 

 

In  t he absence of  a t im ely request  f o r  review , dur ing vo lat ile m arket  cond it ions, upon  t he release o f  

sign if ican t  new s, o r  in  any o t her  circum st ance in  w h ich  t he GCC deem s it  t o  be ap p rop r iat e, t he GCC 

m ay det erm ine, in  i t s so le d iscr et ion , t hat  a t rade shall no t  be sub ject  t o  r eview .  

 
Price Adjustments and Cancellations  

Upon  m aking a det erm inat ion  t hat  a t rade w ill be sub ject  t o  review , t he GCC w ill f irst  det erm ine 

w het her  t he t rade p r ice is w it h in  t he No  Cancellat ion  Range. In  app lying t he No  Cancellat ion Range, 

t he GCC shall det erm ine t he f air  value m arket  p r ice f o r  t hat  con t ract  at  t he t im e t he t rade under  

review  occur red . The GCC m ay consider  any relevan t  in f o rm at ion , includ ing, but  no t  lim it ed  t o , t he 

last  t rade p r ice in  t he con t ract  o r  a b et t er  b id  o r  o f f er  p r ice on  t he elect ron ic t rad ing syst em , a 

m ore recen t  p r ice in  a d if f eren t  con t ract  m on t h , t he p r ice o f  t he sam e o r  relat ed  con t ract  

est ab lished  in  ano t her  venue o r  ano t her  m arket , t he m arket  cond it ions at  t he t im e of  t he t rade, 

t he t heo ret ical value of  an  op t ion  based  on  t he m ost  recen t  im p lied  vo lat ilit y and  responses t o  a 

Request  f o r  Quo t e (RFQ). 

  

1. Trade Pr ice Inside t he No  Cancellat ion  Range  

 

If  t he GCC det erm ines t hat  t he p r ice o f  t he t rade is inside t he No  Cancellat ion  Range, t he GCC w ill 

issue an  aler t  ind icat ing t hat  t he t rade shall st and .  

 

2. Trade Pr ice Out side t he No  Cancellat ion  Range 

  

a. Fut ures Con t ract s  

If  t he GCC det erm ines t hat  a t rade p r ice is out side t he No  Cancellat ion Range f o r  a f u t ures con t ract  

(includ ing f u t ures sp reads), t he t rade p r ice shall be ad just ed  t o  a p r ice t hat  equals t he f air  value 

m arket  p r ice f o r  t hat  con t ract  at  t he t im e t he t rade under  review  occur red , p lus o r  m inus t he No  

Cancellat ion  Range o r  t he t rade shall be cancelled . The GCC w ill issue an  aler t  regard ing it s decision .  

 

b . Op t ion  Con t ract s  

If  t he GCC det erm ines t hat  a t rade p r ice is out side t he app licab le No  Cancellat ion  Range f o r  an 

op t ion  con t ract , t he t rade shall be cancelled  o r  t rade p r ice shall be ad just ed . In  t he case of  a buy 

(sell) er ro r , t he p r ice w ill be ad just ed  t o  t he det erm ined  ask (b id ) p r ice p lus (m inus) t he No  Bust  

Range. The GCC w ill issue an  aler t  regard ing it s decision . 

  

Cancelled  t rade p r ices and  any p r ices t hat  have been  ad just ed  shall be cancelled  in  t he Exchange‟s 

o f f icial reco rd  of  t im e and sales. Trades t hat  are p r ice ad just ed  shall be inser t ed  in  t he t im e and  

sales reco rd  at  t he ad just ed  t rad e p r ice. 

 
6.6.4 GCC Trade Cancellation 
If  CME Globex Con t ro l Cen t er  (GCC) cancels a t rade, t he clien t  app licat ion receives an  Execut ion  

Repor t  con t ain ing t he f o llow ing in f o rm at ion : 
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•  Order  st at us is set  t o  'H' f o r  t rade cancelled  

 

•  Execut ion  Type is set  t o  'H' f o r  t rade cancelled  

 

•  Execut ion  Ref erence ID con t ain ing t he Trad e Num ber  f o r  t he t rade being cancelled ; t he Trade 

Num ber  as o r ig inally con t ained  in  t he Execut ion  ID o f  t he t rade being cancelled . The Execut ion 

Ref erence ID in  t he t rade cancellat ion  no t ice iden t if ies t he specif ic cancelled  t rade.  

 

•  Last  Shares value is set  t o  t he quan t it y o f  t he t rade t hat  is being cancelled  

 

Pr io r  t o  a t rade cancellat ion , each  clien t  invo lved  in  t he t rade has already received  an  Execut ion  

Repor t  - Fill con t ain ing an  iden t if ier  f o r  t he Execut ion  repo r t  and  in f o rm at ion  on  w hen  t he o rder  

w as accep t ed . 

 

The charact ers f o llow ing "TN" in  t he Execut ion ID are called  t he Trade Num ber . Th is num ber  is used  

t o  iden t if y t he t rade. 

 
Schedule of Administrative Fees  

When  GCC cancels o r  p r ice ad just s a t rade, t h e par t y responsib le f o r  en t er ing t he o rde r  in t o  t he 

elect ron ic t rad ing syst em  t hat  gave r ise t o  t he t rade cancellat ion  o r  p r ice ad just m en t  shall pay an  

adm in ist rat ive f ee t o  t he Exchange in  t he am oun t  o f  USD500 f o r  each such  occur rence. If  t he par t y 

is no t  deem ed  a Mem ber  and  f ails t o  pay t he f ee , t he clear ing m em ber  t h rough  w h ich t he t rade 

w as p laced  shall be responsib le f o r  paym en t  o f  t he f ee. 

 
6.7 Stop Spike Logic 
In  h igh ly vo lat ile m arket s, t he m arket  b id  and  ask can  have sign if ican t  p r ice changes. These p r ice 

sw ings can  result  f rom  m arket  con d it ions, but  can  also  be generat ed  as a result  o f  cascad ing st op  

p r ice o rders. 

Cascad ing St op  Orders is a cond it ion  t r iggered  by a sp ike in  t he m arket  p r ices t hat  t r iggers st op  

o rders w h ich  in  t urn  causes t he m arket  t o  t r igger  st ill o t her  st op  o rders and  i napp rop r iat ely m oving 

t he m arket . 

St op  Sp ike Logic is designed  t o  p reven t  excessive, im proper  p r ice m ovem en t s.  

The st op  p r ice log ic det ect s m arket  m ovem ent  due t o  t he t r igger ing, elect ion , and  t rad ing o f  st op 

p r ice o rder s. When  t h is sit uat ion  causes a seco ndary cond it ion  w here t he m arket  t r iggers and  

t rades add it ional st op  p r ice o rders at  ext rem e m arket  p r ices t he St op  Sp ike Logic is engaged . A 

t yp ical sit uat ion  w ould  be w hen  in it ial t r iggered  st ops w ould  cause t he m arket  t o  t rade out side 

p redef ined  values (t yp ically t he sam e as t he No -Bust  Ranges). 

The m et hod  t hat  is used  by t he St op  Sp ike Logic is t o  in t roduce a m om en t ary pause in  m at ch ing 

using t he Reserved  St at e. Th is m om en t ary pause allow s new  o rders t o  be en t ered  and  m at ched  

against  t he t r iggered  st ops in  an  algo r it hm  sim ilar  t o  m arket  open ing. 

Allow ing t he user  com m un it y t h is m om en t ary oppo r t un it y t o  en t er , m od if y o r  cancel o rders in  t h is 

sit uat ion  p rovides t he ab ilit y t o  re-est ab lish  t he p roper  m arket  p r ices. The Inst rum en t  St at us (MG) 

m essage is used  t o  com m un icat e t he inst rum en t  st at us dur ing t he st op  p r ice log ic p rocess.  

The f o llow ing exam p les descr ibe t he st op  p r ice log ic p rocess and  t he use of  t he Inst rum en t  St at us 

(MG) m essage: 

 
 
 
6.7.1 Market Is Open 
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When a st op  p r ice o rder  is t r iggered  and  en t ers t he m arket  at  t he lim it  p r ice, t he st op  p r ice log ic is 

act ivat ed . 

The execut ion  p r ice generat ed  by t he st op  pr ice o rder  is com pared  against  t he last  t raded  p r ice 

p lus/m inus t he p roduct  no -bust  range. If  t he execut ion  p r ice is w it h in  t he range, no rm al st op 

p rocessing occurs and  m arket  rem ains open . 

 
6.7.2 Market Is Reserved 
If  t he execut ion  p r ice is out side t he p roduct  no -bust  range, t he inst rum en t  is p laced  in  reserved  

st at e f o r  a p redet erm ined  am oun t  o f  t im e. An  Inst rum en t  St at us (MG) m essage is generat ed . 
 
Note: When the market is in a reserved state, any external event-such as market close or manual market 
intervention will cause the market to transition from the reserved state and proceed with processing of the 
external event. 

 
6.7.3 Market Reserved Activities 
While t he m arket  is in  a reserved  st at e: 

 

•  A t im er  is act ivat ed  t hat  det erm ines t he lengt h  of  t im e t he m arket  w ill be in  reserved  st at e. Tim e 

m ay vary. 

 

•  A coun t er  is act ivat ed  t hat  coun t s t he num ber  o f  t im es t he IOP (Ind icat ive Open ing Pr ice) 

ver if icat ion  w ill be per f o rm ed . 

 

•  An  expanded  p r ice range is det erm ined  f o r  ver if icat ion  o f  t he IOP value. 

 

•  Once t he t im er  exp ires, ver if icat ion  is per f o rm ed  on  t he cur ren t  IOP. If  t he IOP is inside t he new  

expanded  no -bust  range, t he m arket  reopens. Th e IOP is com m un icat ed  via t he Theo ret ical Open ing  

Pr ice Message (M8). 

 
6.7.4 Market Reopens 
The Inst rum en t  St at us (MG) m essage is generat ed . 

If  t he IOP is out side t he new  expanded  range, t he inst rum en t  rem ains in  t he reserved  st at e f o r  

ano t her  t im e in t erval and  t he IOP ver if icat ion  is per f o rm ed  again . Th is p rocess con t inues un t il eit her  

t he m arket  is ad just ed  w it h in  t he IOP range or  t he p redef ined  m axim um  num ber  o f  it erat ions has 

been  per f o rm ed . 

 
6.8 e-Stop 
e-St op  f unct ionalit y halt s CME Globex op t ions m arket s, cancels all rest ing quo t es, and  is 

synch ron ized  w it h  St op  Pr ice log ic f o r  CME Globex f u t ures m arket s. In  t he even t  a St op  Sp ike occurs 

in  a g iven  CME Globex f u t ures m arket  due t o  t he t r igger ing of  St op  Pr ice o rders, e -St op  w ill halt  

m arket s in  t he co r respond ing op t ions and  op t ions sp read  m arket s. 

Wh ile t he op t ions m arket  is in  t he Pause st at e, clien t s can  cancel rest ing o rders. No  o t her  act ions are 

allow ed . 

Dur ing t he 'Pause' st at e CME Globex cancels all op t ions quo t es. Once t he f u t ures St op  Sp ike even t  

has been  reso lved , t he op t ions m arket  t ransit ions f rom  'Pause' t o  'Open ' w it h  no  ind icat ive open ing 

p r ice; p r ice d iscovery occurs via m arket  m aker  quo t e subm ission .  

 

6.9 Trading Controls Settings 
The Trad ing Con t ro ls Set t ings are as below . 



ANNEXURE 2 
TRADING PARTICIPANTS’ MANUAL 

48 

 

 

 

 Maximum 
Quantity 

Banding Protection 
Points 

Stop Spike range  No Bust Range 

FKLI 500 +/- 80 ticks +/- 40 ticks  +/- 100 ticks  +/- 100 ticks  

FCPO 500 +/- 80 ticks  +/- 40 ticks  +/- 100 ticks  +/- 100 ticks  

FPKO 500 +/- 80 ticks  +/- 40 ticks  +/- 100 ticks  +/- 100 ticks  

FUPO 500 +/- 96 ticks  +/- 48 ticks  +/- 120 ticks  +/- 120 ticks  

FKB3 500 +/- 80 ticks +/- 40 ticks  +/- 100 ticks  +/- 100 ticks  

FMG3/5/A 500 +/- 80 ticks  +/- 40 ticks +/- 100 ticks  +/- 100 ticks  
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7. Static Thresholds 
 
7.1 STATIC PRICE THRESHOLDS 

 

The Exchange shall enf o rce St at ic Pr ice Th resho lds i.e. Daily Pr ice Lim it s f o r FBM KLCI Index Fut ures 

con t ract  (FKLI); Palm  Kernel Oil Fut ures con t ract  (FPKO); MYR denom inat ed  Crude Palm  Oil Fut ures 

con t ract  (FCPO), USD denom inat ed  Crude Palm  Oil Fut ures con t ract  (FUPO) and  any o t her  p roduct s 

t hat  m ay be in t roduced  subsequen t ly as it  deem s app rop r iat e.  

 

Acco rd ing ly, t he Exchange m ay st ipu lat e t he m axim um  p r ice („upper  lim it ‟) and  t he m in im um  p r ice 

(„low er  lim it ‟) at  w h ich  an  o rder  in  respect  o f  a con t ract  m ay be en t ered .  

 

No  o rders o f  a con t ract  shall be en t ered  above t he upper  lim it  o r  below  t he low er  lim it  def ined  by  

t he Exchange dur ing t he t rad ing day.  

 

The Exchange m ay f rom  t im e t o  t im e change t he upper  lim it  and /o r  t he low er  lim it  o f  t he con t ract  

acco rd ing t o  t he ind ividual p roduct  con t ract ‟s specif icat ion .  

 
7.2 BUSINESS RULES – SCHEDULE 6 (FKLI)  

 

In  t he f irst  t rad ing session  o f  t he day (f rom  08:15 hours t o  12:45 hours), t here shall be a Pr ice Lim it  

f o r  t he respect ive con t ract  m on t hs of  20% (or  a percen t age as det erm ined  by t he Exchange f rom  

t im e t o  t im e) in  eit her  d ir ect ion  f rom  t he p revious Business Day‟s Daily Set t lem en t  Pr ice.  

In  t he second  t rad ing session  o f  t he day (f rom  14:00 hours t o  17:15 hours), t here shall be a Pr ice 

Lim it  f o r  t he respect ive con t ract  m on t hs of  20% (o r  a percen t age as det erm ined  by t he Exchange 

f rom  t im e t o  t im e) in  eit her  d irect ion  f rom  t he sam e day f irst  t rad ing session ‟s last  t raded  p r ice.  

There shall be no  p r ice lim it  f o r  t he spo t  m on t h  con t ract . Fo r  t he  second  m on t h  con t ract , t here 

shall be no  p r ice lim it  in  t he last  f ive t rad ing days o f  t he m on t h . 

 
7.3.      BUSINESS RULES - SCHEDULE 20 (FPKO) 

 

When  t he set t lem en t  p r ices f o r  t he f irst  t h ree (3) quo t ed  m on t hs (exclud ing t he cur ren t  m on t h ) at  

t he closing f o r  t hat  day are at  lim it , t hen  t he f o llow ing expand ing lim it  schedule shall app ly t o  all 

quo t ed  m on t hs (exclud ing t he cur ren t  m on t h ). 

 

First  Day =  RM100; Second  Day =  RM150; Th ird  Day =  RM200.  

 

Ref er  t o  Business Rules – Schedule 20 f o r  f o r  det ails 
 
7.4 BUSINESS RULES – SCHEDULE 13 (FCPO) and SCHEDULE 13A (FUPO) 

 

PRICE LIMITS 

 

Wit h  t he excep t ion  o f  t rades in  t he cur ren t  delivery m on t h , t rades f o r  f u t ure delivery o f  Crude Palm  

Oil in  any m on t h , shall no t  be m ade, dur ing any one Business Day, at  p r ices varyi ng m ore t han  10% 

above o r  below  t he set t lem en t  p r ices o f  t he p reced ing Business Day (“t he 10% Lim it ”) excep t  as 

p rovided  in  t h is Rule.  

 

When  t he 10% Lim it  is t r iggered  f o r  any quo t ed  m on t h  (excep t  t he cur ren t  m on t h ), t he Exchange 

shall announce a 10-m inut e coo ling o f f  per iod (“t he Cooling Of f  Per iod ”) f o r  all Con t ract s o f  quo t ed  
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m ont hs (excep t  t he cur ren t  m on t h ) dur ing w hich  t rad ing shall on ly t ake p lace w it h in  t he 10% Lim it . 

Fo llow ing t he Cooling Of f  Per iod , Con t ract s o f  all quo t ed  m on t hs shall be specif i ed  as in t er r up t ed  

pursuan t  t o  Rule 702B.2(a)(ii) f o r  a per iod  of  5 m inut es, af t er  w h ich  t he p r ices t raded  f o r  all quo t ed  

m on t hs (excep t  t he cur ren t  m on t h ) shall no t  vary m ore t han  15% above o r  below  t he set t lem en t  

p r ices o f  t he p reced ing Business Day (“t he 15% Lim it ”).  

 

If  t he 10% Lim it  is t r iggered  less t han 30 m inut es bef o re t he end  of  t he f irst  t rad ing session , t he 

f o llow ing shall app ly:- 

 

(a) t he quo t ed  m on t hs shall no t  be specif ied  as in t er rup t ed ;  

(b ) t he 10% Lim it  shall be app lied  t o  all quo t ed  m on t hs (excep t  t he cur ren t  m on t h ) f o r  t he 

rest  o f  t he f irst  t rad ing session ; and  

(c) t he 15% Lim it  shall be app lied  f o r  all quo t ed  m on t hs (excep t  t he cur ren t  m on t h ) dur ing 

t he second  t rad ing session .  

 

If  t he 10% Lim it  is t r iggered  less t han  30 m inut es bef o re t he end  o f  t he second  t rad ing session , t he 

10% Lim it  shall be app lied  t o  all quo t ed  m on t hs (excep t  t he cur ren t  m on t h ) f o r  t he rest  o f  t he 

Business Day.  

 

Fo r  t he purposes o f  t h is Rule, t he 10% Lim it  shall be considered  t r iggered  in  t he m anner  as m ay be 

p rescr ib ed  by t he Exchange. 
 
7.5 INVALID ORDER 
 

Orders, f o r  exam p le Good -Till-Cancel o r  Good -Till-Dat e o rders, exist ing in  t he t rad ing syst em  t hat  

b reaches t he daily st at ic p r ice t h resho lds are considered  invalid  o rders. The Exchange is em pow ered  

t o  cancel such  o rders f r om  t he Order  Book. 
 
7.6  INVALID TRADE 
 

Any possible t rade t hat  m at ches out side t he st at ic p r ice t h resho lds is considered  an  invalid  t r ade.  

 
7.7 TRADE CANCELLATION 
 

Trade cancellat ion  p rocess w ill be guided  by BMD Rule 707.2: 
 
Rule 707.2 Cancellation of a Trade Or Price Adjustment 

 
  

 

(1) The Exchange m ay ad just  t rade p r ices o r  cancel t rades w here it  believes such  act ion  is 

necessary in  t he in t erest  o f  an  o rder ly and  f air  Market . 

 

(2) No t w it hst and ing any o t her  p rovisions o f  t h is Rule, t he Exchange m ay det e rm ine t o  review  a 

t rade execut ed , on  it s ow n  vo lit ion  o r  upon  t he request  o f  a Trad ing Par t icipan t .  

 

(3) A request  f o r  review  by a Trad ing Par t icipan t  m ust  be m ade w it h in  8 m inut es o f  t he execut ion 

o f  t he t rade.   
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(4)   Fo r  t he avo idance o f  doub t  any request  f or  review  in  relat ion  t o  any o rder  en t ered  in t o  t he ATS 

m ust  be m ade by a Trad ing Par t icipan t  no t w it hst and ing t hat  t he o rder  m ay have been  

en t ered  by a Direct  Market  Access Clien t  o r  a Par t icipan t  w ho  is no t  a Trad ing Par t icipan t .  

 

 

(5)   If  t he Exchange decides t o  review  a t rad e, t he Exchange w ill no t if y t he Market  t hat  t he t rade is 

under  review . 

 

(6) If  t he p r ice o f  t he t rade under  review  is w it h in  t he No  Cancellat ion  Range, t he t rade w ill st and .  

 

(7) If  t he p r ice o f  t he t rade under  review  is out side t he No  Cancellat ion  Range, t he p r ice o f  t he 

t rade w ill eit her  be ad just ed  in  acco rdance w it h  t he f o rm ula set  out  in  t he Trad ing Procedures 

o r  cancelled  as t he Exchange sees f it .  

 

(8) Bef o re t he Exchange cancels a t rade o r ad just s t he p r ice of  t he t rad e af t er  m aking a 

det erm inat ion , t he Trad ing Par t icipan t s t o  t he t rade m ay, w it h  t he app roval o f  t he Exchange, 

m ut ually agree t o  ad just  t he p r ice o f  t he t rade o r  cancel t he t rade. 

 

(9)  The cancellat ion  o r  p r ice ad just m en t  o f  a t rade result ing f rom  a m ist ak e by a Trad ing Par t icipan t  

does no t  p reclude t he Exchange f rom  t aking act ion  against  t he Trad ing Par t icipan t  and /or  

Regist ered  Persons as def ined  in  Rule 500 f o r  t he b reach  o f  Rule 703.1A(g).  
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8. Unplanned Holiday 

 

Generally, a ho liday is know n  in  advan ce and  can  f all on  a no rm al t rad ing day o r  an  exp irat ion  day.  

There is how ever  excep t ions w here pub lic ho liday is announced  in  less t han  a day no t ice.   

 

 
8.1 HOLIDAYS CAN BE CATEGORIZED AS FOLLOWS: 

 
8.1.1 Scenario A - Potential Holiday Known in Advance 

There is likelihood  t hat  such  a public ho liday w ill be announced  and  t hat  t he po t en t ial 

ho liday is know n  p r io r  t o  t he st ar t  o f  ATS on -line bat ch  p rocessing. 

 
8.1.2 Scenario B - Holiday Not Known in Advance (Unplanned Holiday)  

Here t he ho liday is announced  af t er  ATS on -line bat ch  p rocessing is com p let ed  

 

 
8.2 PROCEDURES 

 

The p rocedures f o r  hand ling unplanned  ho liday are as f o llow s: 

 
8.2.1 Holiday falls on a business day 

 

Post -dat ed  o rders en t ered  in t o  t he syst em  and  exp ir ing on  t he business dat e w h ich  t he 

holiday f alls on , w ill be delet ed  f rom  t he o rder  book and  w ill no t  appear  w hen  t he t rader  

logs in  on  t he business day f o llow ing t he ho liday. 

 
8.2.2 Holiday falls on expiration day 

 

Post -dat ed  o rders en t ered  in t o  t he syst em  and  exp ir ing on  t he business dat e w h ich  t he 

holiday f alls on , w ill b e delet ed  f rom  t he o rder  book and  w ill no t  appear  w hen  t he t rader  

logs in  on  t he business day f o llow ing t he ho liday. 

 

The Final Set t lem en t  Value f o r  all con t ract s exp ir ing on  t he day t he ho liday f alls w ill be 

calcu lat ed  by t he Exchange. Under  such circum st ances, t he Exchange w ill app ly t he Bursa 

Malaysia Der ivat ives Bhd  Business Rules w h ich  g ives t he Exchange t he d iscret ion  in  

det erm in ing t he Final Set t lem en t  Value f rom  t im e t o  t im e. 

 

If  t he unp lanned  holiday is know n in  advance t he Exchange w ill on ly run o ne bat ch . How ever , 

if  t he unp lanned  ho liday is no t  know n in  advance (i.e. ho liday w as announced  af t er  bat ch ) o r  

f alls on  exp irat ion  day, t he Exchange m ay run  t w o  bat ches. One is f o r  t he business day bef o re 

t he unp lanned  holiday and  t he o t her  is f o r  t he unp lanned  holiday it self .  
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9. Circuit Breaker 

 

A  Circu it  Breaker  is a m echan ism  im p lem en t ed  t o  m oderat e excessive vo lat ilit y in  t he st ock m arket  

o f  t he Bursa Malaysia Secur it ies Bhd . 

 

A Circu it  Breaker  is a m arket -w ide app roach t o  m anaging dow nw ard  m ovem en t  o f  t he barom et er  

index. It  does t h is by t em porar ily halt ing t rad ing in  t he en t ire m arket  dur ing no rm al t rad ing hours. 

Announcem en t  on  t he t rad ing halt  w ill be im m ed iat ely d issem inat ed  t o  t he pub lic.  

 

When  t he Circu it  Breaker  is t r iggered , it  is in t ended  t hat  invest o rs should  con t inue t o  keep  

t hem selves updat ed  and  in f o rm ed  by con t inu ing t o  access all possib le sources o f  in f o rm at ion 

availab le. In  t h is m anner , invest o rs w ill be ab le t o  assess and  review  p revailing cond it ions based  

m ore on  in f o rm at ion and less on m arket  t rends and  speculat ion , in  o rder  t o  m ake w ell-considered  

invest m en t  decisions upon  resum pt ion  of  t rad ing. 

 

The Circu it  Breaker  m echan ism  as im p lem en t ed  at  Bursa Malaysia Secur it ies Bhd  is on ly f o r  

m on it o r ing dow nw ard  m ovem en t  (no t  upw ard ) o f  t he FBM KLCI. 

 

 
9.1  BUSINESS RULE 707.7(a) 
 

Trad ing of  any Con t ract  on  t he Market  shall be halt ed  o r  suspended  w henever  t he Exchange deem s 

such  act ion  app rop r iat e in  t he in t erest  o f  m ain t ain ing a f air  and  o rder ly m arket  t o  pro t ect  

invest o rs. Am ong t he f act o rs t hat  m ay be considered  by t he Exchange are t hat : 

 

(a) t rad ing in  t he Inst rum en t  under lying t he Con t ract  has been  halt ed  o r  suspended  in  t he 

Under lying Market ; 

 

(b ) t he open ing o f  t rad ing in  t he Inst rum en t  in  t he Under lying Market  has been  delayed  because 

o f  un usual circum st ances; o r  

 

(c) t he Exchange has been  advised  t hat  t he issuer  o f  t he under lying Inst rum en t  is about  t o  m ake 

an  im por t an t  announcem en t  af f ect ing such  issuer . 
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9.2       BURSA MALAYSIA CIRCUIT BREAKER TRIGGER LIMITS 

 

 
BURSA MALAYSIA Circuit Breaker Trigger Conditions & Trading Halt Duration 
 

 
Trigg-
er 
Level 

 
FBM KLCI Decline 

 
9:00am 
~before 
11:15am 

 
11:15am ~ 
12:30pm 

 
2:30pm ~ 
before 
3:45pm 

 
3:45pm 
~5:00pm 

 

1 

 

FBM KLCI f alls by an 

aggregat e of  10% 

o r  m ore but  less 

t han  15% of  t he 

p revious m arket  

day‟s closing index. 

 

1 Hour 

 

Rest  o f  

t he 

Trad ing 

Session  

 

 

1 Hour 

 

Rest  o f  

t he 

Trad ing 

Session  

 

2 

 

FBM KLCI f alls by an 

aggregat e o f  equal 

o r  m ore t han  15% 

but  less t han  20% 

o f  t he p revious 

m arket  day‟s 

closing index. 

 

 

 

1 Hour 

 

Rest  o f  

t he 

Trad ing 

Session  

 

 

1 Hour 

 

Rest  o f  

t he 

Trad ing 

Session  

 

 

3 

 

FBM KLCI f alls by an 

aggregat e o f  equal 

o r  m ore t han  20% 

o f  t he p revious 

m arket  day‟s 

closing index. 

 

 

 

9:00 am  ~  12:30pm  

 

2:30pm  ~  5:00pm  

 

 

Rest  o f  t he day. 

 

 

Rest  o f  t he day. 

            FBM KLCI : FBM Kuala Lum pur  Com posit e Index 
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A f all in  t he FBM KLCI m ay o r  m ay no t  be in  a sequen t ial m anner  i.e. dow n  t o  1 st  level, t hen  2nd  level 

and  f inally 3rd  level. Som et im es t he f all m ay be ab rup t  and  st eep  r igh t  up  t o  t he 3 r d  level. 

 

In  t he even t  t hat  t he circu it  b reaker  h it s t he 3 rd  level, t he Exchange has t he d iscret ion  t o  eit her  halt  

o r  f o rb id  t rad ing o f  t he p roduct  group . 

   

Like t he Bursa Malaysia Secur it ies m arket , a t rad ing halt  at  any o f  t he 3 t r igger  levels w ill occur  on ly 

once dur ing t he t rad ing day in  Bursa Malaysia Der ivat ives m arket . 

 
9.3. PROCEDURES 
 

Once t he Circu it  Breaker  is t r iggered  and  t rad ing in  t he Bursa Malaysia Secur it ies m arket  is halt ed , 

t he Bursa Malaysia Der ivat ives m arket  w ill likew ise halt /in t er rup t  t rad ing on  equit y relat ed  p roduct s 

e.g. Index Fut ures (FKLI), Sing le St ock Fut ures (SSFs) and  Index Op t ions (OKLI) w it h in  t he next  120 

seconds o r less. Ot her  non -equit y linked  p roduct s like Com m od it y Fut ures, KLIBOR Fut ures and  Bond  

Fut ures w ill con t inue t o  t rade. 

 

The BMD Exchange Operat ions w ill in f o rm  all Trad ing Par t icipan t s of  t he halt  in  t rad ing via m essages 

sen t  t h rough  it s t rad ing syst em . 

 

Durat ion  o f  t he halt  and  t im e o f  resum pt ion  o f  t rad ing w ill be announced  and  t hey should  be 

sim ilar  t o  t hat  app lied  by t he Bursa Malaysia Secur it ies. Dur ing t he halt , Trad ing Par t icipan t s are 

allow ed  t o  m anage t heir  o rders bef o re t rad ing resum es. The Exchange m ay change t he p rescr ibed  

open ing t im e w here necessary. 

 

Trad ing Par t icipan t s are advised  t o  read all b roadcast  m essages, if  any, vi a t he Exchange m ail screen  

w h ile t he m arket  is halt ed . 

 



ANNEXURE 2 
TRADING PARTICIPANTS’ MANUAL 

56 

 

10. Market Emergency 

 
10.1 GENERAL 

 

The f o llow ing m arket  em ergency p rocedures supersed e all ear lier  m arket  em ergency 

p rocedures and  circu lars per t ain ing t heret o . 

 

Ef f ect ive 1st  January 2005, t he Exch ange w ill not  be p rovid ing t he Em ergency Trad ing Room . 

 

As such  Trad ing Par t icipan t s m ust  m ake arrangem en t s w it h  o t her  Trad ing Par t icipan t s 

(hereinaf t er  ref er red  as “Em ergency Par t icipan t s”) t o  t rade on  t heir  behalf  in  t he even t  t hat  

t hey are no t  ab le t o  log in t o  t he t rad ing syst em  f o r  w hat ever  reason . 
 
10.2   EMERGENCY TRADING 

 

In  t he even t  a Trad ing Par t icipan t ‟s connect ivit y t o  t he t rad ing syst em  is lost , t he Trad ing 

Par t icipan t  is t o  no t if y t he Exchange im m ed iat ely o f  t he sit uat ion .  

 

Trad ing Par t icipan t  has t o  subscr ibe f o r  CME Cancel On  Disconnect  (COD) service t o  cancel all 

rest ing f u t ures and  op t ions o rders if  t here is a loss of  session  connect ivit y t o  iLink syst em .  

 

The Par t icipan t  has t o  car ry out  it s em ergency t rad ing t h rough  it s Em ergency Trad ing 

Par t icipan t (s). 

 

No t e: The Exchange w ill no t  im p lem en t  t he Em ergency Procedures f o r  a Trad ing Par t icipan t  

if  one of  t heir  t erm inals can  st ill access t he t rad ing syst em . 

     

Pr icing in f o rm at ion  can  be ob t ained  by t he af f ect ed  Par t icipan t  f rom  t he Exchang e t h rough 

phone. 

 

A Par t icipan t  is required  t o  in f o rm  t he Exchange w hen  t he connect ivit y at  t heir  end  is up  

and  runn ing again . 
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11. EXCHANGE FOR RELATED POSITIONS (EFRPs) 

 
 

11.1 Definition 

 
Exchange for Related Positions (EFRP) refers to an arrangement between 2 parties whereby 
a futures position is exchanged for related positions. The related position can include cash or 
physical, swap, OTC derivative or other futures position.  
 
The related position must involve the commodity or a financial asset underlying the futures 
contract, or must be a derivative, by-product or related product that has a reasonable degree 
of price correlation to the commodity or financial asset underlying the futures contract. 

 
 

11.2 Definitions of EFRP Classes 

 
Each related position underlying the futures contract is defined as a different class to enable 
easier identification of each different transaction. The different classes are as follows: 
 
11.2.1 Exchange for Physical (EFP) 

 
 A privately negotiated and simultaneous exchange of a futures position for a corresponding 
cash or physical position.  

 
11.2.2 Exchange for Swap (EFS) 

 

A privately negotiated and simultaneous exchange of a futures position for a corresponding 
swap position. 

 
11.2.3 Exchange for Futures (EFF) 

 
 A privately negotiated and simultaneous exchange of a futures position for a corresponding 

futures position listed on the same Exchange. 

 

 
11.3 Regulatory Framework 

 
11.3.1 Execution 

 
The futures transaction must be executed by the same parties simultaneously with the related 
position. This means that the parties who are doing the EFRP transaction has to be the same 
parties doing the OTC transaction or cash transaction. 
 
11.3.2 Futures Contract Month 

 
Any futures contract month can be used as part of an EFRP, but the contract month must be 
close to the expiration of the OTC contract. This is to ensure that the prices of both positions 
are relatively similar. 
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11.3.3 Price 

 
This price must be mutually agreed to by the two parties to the transaction.  The EFRP 
transaction shall be consummated at a price that falls within the daily price limit of the 
underlying futures contract (where such price limits have been set by Bursa Malaysia 
Derivatives Berhad (“the Exchange”)).  For futures contracts that do not have price limits, the 
EFRP trades shall be conducted at a fair and reasonable price.  The Exchange has the 
discretion to not accept EFRP trades that were transacted at an abnormal price.  The 
Exchange may also at its discretion approve a transaction outside the price limit on a case to 
case basis. 
  
11.3.4 Trade Conformation 
 
Before an EFRP is executed, all necessary elements of the related position portion must be in 
place first. Therefore, the OTC or cash agreement must be in place before an EFRP on the 
futures side can be transacted. 
 
11.3.5 Account Requirements 

 
Only separate parties are permitted to conduct EFRP. In this context, separate parties are 
defined to be those who have: 
 
(i) accounts which belong to different beneficial owners; or 
(ii) accounts which are under separate control. 
 
11.3.6 Position Limits 
 
The speculative position limits imposed on each futures contract per client or Participant as 
specified in Schedule 3 of the Rules of the Exchange remain applicable and the positions 
arising from the EFRPs are aggregated with the positions established during on-exchange 
trading. 

 
11.3.7 Registration of EFRP 

 

Rule 700B.4A(a) states that an EFRP permitted under the Rules of the Exchange must be 
presented to the Bursa Malaysia Derivatives Clearing Berhad (“Clearing House”) for 
registration in accordance with the Clearing House Rules.  For avoidance of doubt, all 
references in this Chapter 11 to the registration of an EFRP transaction shall be construed as 
the registration of the EFRP transaction by the Clearing House in accordance with the 
Clearing House Rules. 
 
 

11.4 Eligible Related Positions in Relation to BMD Products 

Rule 700B.2A states that the related position must involve the Instrument underlying the 
Contract, or such asset, commodity or instrument that has a reasonable degree of price 
correlation to the Instrument underlying the Contract as may be prescribed by the Exchange. 
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Below is the list of eligible related positions that will be accepted under the EFRP facility for 
current existing BMD contracts: 

 

Contract Eligible Related Positions 

- Crude Palm Oil Futures (FCPO) 
- Crude Palm Kernel Oil Futures 

(FPKO) 
- USD Crude Palm Oil Futures 

(FUPO) 

- Crude Palm Oil 
- Crude Palm Olein 
- Crude Palm Stearin 
- RBD Palm Oil 
- RBD Palm Olein 
- RBD Palm Stearin 
- Crude Palm Kernel Oil 
- Palm Kernel Cake 
- RBD Palm Kernel Oil 
- RBD Palm Kernel Olein 
- RBD Palm Kernel Stearin 
- Palm Fatty Acid Distillate 
- Palm Oleochemicals 
- Palm Biodiesel 

 

- 3-Year MGS Futures (FMG3) 
- 5-Year MGS Futures (FMG5) 

- Malaysian Government 
Securities 

- Cagamas Bonds 
- Khazanah Bonds 
- Interest Rate Swaps 

 

- 3-Month KLIBOR Futures 
(FKB3) 

- Negotiable Certificate of 
Deposits 

- Banker‟s Acceptance 
- Malaysian Treasury Bills 
- KLIBOR Deposits 
- Forward Rate Agreements 
- Interest Rate Swaps 
- Bank Negara Malaysia Bills 

 

- FBM KLCI Futures (FKLI) 
- FBM KLCI Options (OKLI) 

 

- Exchange Traded Funds  

 

 
11.5 EFRP Requirements 

 

The following information is required to be verified by Trading Participants and submitted to 
the Exchange:  
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11.5.1 

The document that shows the EFRP was done such as Dealing Slips/Dealing 
Confirmation/Physical Contract Notes. 

11.5.2 

The identities of the two parties to the deal. Only separate parties are permitted to conduct 
EFRP. In this context, separate parties are defined to be those who have; 

 
a. accounts which belong to different beneficial owners; or  
b. account which are under separate control. 

11.5.3 

Full details of the cash, swap or futures position that is being exchanged (amount and grade). 

11.5.4 

The futures contract being used to hedge (including delivery month and the volume of 
contracts traded). The price of the futures contract should be within the current Business day 
price limit or a price that is approved by the Exchange.  

11.5.5 

Confirmation that only two parties are involved and that they are taking opposite related and 
futures positions. 

11.5.6 

The transaction supporting a bona fide EFRP should comprise of the following:- 

11.5.6.1 

It must involve an “exchange” of futures contracts for the underlying related position in 
which both legs of the transaction entail actual economic risk 

11.5.6.2 

The futures leg is subject to similar rights and obligations as any other exchange-traded 
futures transaction 

11.5.7 

Letter of Intention from parties of EFRP  

11.5.8 

Trading Participant to submit the Notification of EFRP Transaction form based on information 
details provided by parties to the EFRP.  
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11.5.9 

The Trading Participants are to retain a copy of the Notification of EFRP Registration form and 
EFRP information at their premises and to furnish them upon request or in the event of 
subsequent audit by the Exchange. 

 

 
11.6 Operational Framework 

 
11.6.1 Reporting of EFRP 
 

The EFRP may be executed between any 2 parties who have agreed to the transaction and 
are the same parties to the related position. It comprises transactions privately negotiated 
between the two parties.  
 
Immediately after the agreement of the EFRP between the 2 parties, their respective brokers 
must prepare the following documents: 
1. The letter of intention to do EFRP 
2. Notification of EFRP Registration form 
3. Proof of related position transaction. 
 
The 3 documents are to be sent to Exchange Operations (EO) latest by 4.00pm (for FKLI, 
OKLI, FKB3, FMG3 and FMG5 products) and 5.00pm (for FCPO, FPKO and FUPO products), 
except on the expiration date on which it must be submitted to EO latest by 9.00am.  
 
All EFRP applications received after the cut-off time of 4.00p.m., 5.00p.m., or 9:00a.m. as the 
case may be, will be deemed as the following day‟s submission and processed by the next 
business day. 
 
EO will inform the market of the EFRP transaction via email once the EFRP transaction is 
successfully registered by the Clearing House. 
 
11.6.2 Amendment/Cancellation of EFRP 
 
Before the EFRP is registered, the transaction can be amended or cancelled provided that 
both the buyer and the seller have mutually agreed to do so. Instruction must be received by 
EO from both the counterparties to the EFRP. 

 
The EFRP cannot be cancelled once it has been registered. The 2 parties will be required to 
enter into another EFRP to reverse the first transaction. 
 
11.6.3 Rejection of EFRP Transaction 
 

The Trading Participants must ensure that all information provided in the Notification of EFRP 
Transaction Form and Letter of Intention To Do EFRP Transaction (“the Forms”) are true and 
correct.  In considering whether to permit the EFRP transaction, the Exchange may, in its 
absolute discretion, rely on the information specified in the Forms without undertaking 
additional steps to verify the information. 
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Notwithstanding the above, the Trading Participant must submit additional or other information 
or documents if the Exchange requires. 
 

The EFRP may be rejected by the Exchange if it does not comply with the Rules of the 
Exchange and the Trading Participants‟ Manual.  The Clearing House under the Clearing 
House Rules also has the discretion to decline to the registration of the EFRP transaction. 
 
 
11.6.4 Trading Flow 
 

The diagram below shows the trading flow of the EFRP transaction: 
 

 
 
 
 

Procedure 
i) Client A and Client B agrees on size of trade and price. 
ii) Both clients will then inform their respective brokers on the agreed trade and submit 

details of their related cash market transaction. 
iii) Brokers will verify the cash transaction and then prepare and submit Notification of EFRP 

Registration form, proof of underlying transaction and a letter of intention to do EFRP to 
Exchange Operations (EO).  

iv) The Exchange will undertake steps to consider the EFRP submission (e.g. perform 
verification processes, where necessary). 

Client A Client B 

Broker 1 Broker 2 

EO 

Client A and Client B agrees  
on EFRP transaction 

Gives order  
to Broker 

Gives order  
to Broker 

Brokers to submit  
required EFRP 

documentation 
 

 Clearing House  

 

Clients must provide proof  
of transaction to the brokers 

TPs must keep a record of all  

details and memoranda  

pertaining to the EFRP.  

Responsibility of TPs to  
verify transaction. 

Exchange  Verify 

Info 

 

Registration 
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v) The EFRP submission (including the documents) will then be forwarded to Risk 
Management for risk evaluation. 

vi) If in order the EFRP will be send to Clearing and Settlement for registration. 
vii) EO will proceed to broadcast the EFRP transaction to the market via messaging upon 

successful registration of the transaction by the Clearing and Settlement.   
 
 
11.6.5 Impact on Market 

 
As an off-market trading facility, the EFRP Facility does not influence the market. EFRPs will 
not affect any open/high/low/close/volume information in the trading system nor will EFRP 
trade prices be used for settlement price determination purposes. 
 
11.6.6 Role of Clearing Participants 

 
Each Trading Participant must ensure that the Clearing Participant clearing the EFRP 
transaction entered into by that Trading Participant: 

 
(a) has been notified of the EFRP transaction and of all relevant information relating to 

the transaction; and 
 

(b) has signed on the Notification of EFRP Transaction Form as the Clearing Participant 
is responsible for the clearing and settlement of the EFRP transaction. 

 
 

11.7 Procedure for submitting EFRP applications 

The following are the submission procedures for EFRP. 

Step 1) Trading Participants verify the details of all EFRP documents to ensure it is in order.  

 
Step 2) Complete the Notification of EFRP Transaction form 

Step 3) Submit the following to the Exchange:- 

 Notification of EFRP Transaction form 

 Dealing Slips/Dealing Confirmation/Physical Contract Notes (proof of 
underlying transaction) 

 Letter of Intention to do EFRP 

 The client‟s particulars on the Notification of EFRP Transaction Form.  

Both Buyer Trading Participant and Seller Trading Participant are to separately submit the list 
of documents by fax, email or hand. 

Step 4) The Exchange will undertake steps to consider the EFRP submission and will verify 
information provided in the documentation, where necessary.  The EFRP submission 
(including the documents) will then be forwarded to Risk Management for risk evaluation. 

Step 5) The Exchange may contact Trading Participants in the event further information is 
required. 
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Step 6) All applications will be processed before the end of the day‟s trading session for the 
respective products provided that the application is received before the respective cut off time 
specified in section 11.6.1 above. 

 

The market will be informed of the EFRP transaction via an exchange broadcast mail 
message upon successful registration of the EFRP transaction. 

 

 
11.8 Market Data 

 

Once an EFRP transaction has taken place, the EFRP trade volume will be added into the 
end-of-day market data reporting under a separate column which is published on the following 
day in the Bursa Malaysia‟s website. 
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NOTIFICATION OF  EFRP TRANSACTION FORM 

In accordance with the requirements of the Bursa Malaysia Derivatives Bhd, we hereby advise that the 
following EFRP transaction has been arranged: - 

1. DETAILS OF THE FUTURES CONTRACTS 

 
Date: 

  
Futures Contract Code: 
 

Delivery Month(s): 
 
Futures Price(s):  
 

Number of Lots: 
 
Name of Reporting Selling Trading Participant:  

 
Seller 1 (Trading Participant’s client):  
 

Seller 2 (Client of Trading Participant’s client) if above is omnibus account:                  
 
Name of Reporting Buying Trading Participant: 

 
Buyer 1 (Trading Participant’s client):  
 

Buyer 2 (Client of Trading Participant’s client) if above is omnibus account: 
 
  

 

2. DETAILS OF RELATED POSITION LEG TRANSACTION    
Date: 
    
Instrument:      

 
Price/Rate:      
 

Amount/Quantity:   
 
Tenor: 

 
Seller 1 (Trading Participant’s client):     
 

Seller 2 (Client of Trading Participant’s client) if above is omnibus account: 
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Buyer 1 (Trading Participant’s client):  

 
Buyer 2 (Client of Trading Participant’s client) if above is omnibus account:  

    

 
3. NUMBER OF FUTURES CONTRACTS 

 
Type of Ratio (if applicable): 
 
Calculation of No. of Futures Contract 

 

  

 
4. To be completed by Trading Participants 

 
We declare that we have obtained written confirmation from the clients stating that the account 

requirements set out in section 11.3.5 of the Trading Participants‟ Manual have been complied with and the 
above transaction is made between: 
 

(a) Accounts which belong to different beneficial owners; or 
(b) Accounts which are under separate control 

 

We declare further that the above transaction was arranged in accordance with the Rules of the Bursa 
Malaysia Derivatives Bhd and acknowledge that registration of the futures contract is subject to the Rules 
of Bursa Malaysia Derivatives Clearing Bhd. 

 
 
 
 
_____________     ________________ 
Selling Trading Participant     Buying Trading Participant           
Authorised Signature & Co. Stamp    Authorised Signature & Co. Stamp 
 
5. To be completed by Clearing Participants 

 
We declare that we have obtained written confirmation from the clients stating that the position limits for 
the relevant contracts which are applicable pursuant to the Rules of Bursa Malaysia Derivatives Bhd will 
not be breached from the effecting of this EFRP transaction. 
 
 

 
 
_______________     ________________ 
Selling Clearing Participant     Buying Clearing Participant           
Authorised Signature & Co. Stamp    Authorised Signature & Co. Stamp 
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Exchange & Clearing House Use Only 

6. Exchange Operations (EO) 

 

Complete list of documents received by: ______________        Time received:___________ 

 

7. Risk Management 

 

Verified by: ____________________ 

 

8. Clearing and Settlement Operations 

 

EFRP registered by: ___________________ 

 

Trade Ref. No. : _______________________ 

 

 

 

9. Approved by: ______________________ 

 

Head Operations & Risk Management or delegate 

  

Time                : __________ Date: ___________ 
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LETTER OF INTENTION  TO DO EXCHANGE FOR RELATED POSITIONS 

(EFRP) TRANSACTION 

In accordance with the requirements of the Bursa Malaysia Derivatives Bhd., we hereby 
advise the intention to do the following EFRP transaction: - 
 

1. DETAILS OF THE FUTURES CONTRACTS 
 

Date:   
 
We buy/sell* (*delete whichever is not applicable) 

 
Futures Contract Code:   

 
Delivery Month(s):    
 

Futures Price(s):    
 
Number of Lots:   

 
Name of Counterparty:   
 

 
 

 

2. DETAILS OF RELATED POSITION LEG TRANSACTION    

 
Date: 
 

We buy/sell* (*delete whichever is not applicable) 
 
Instrument:      

 
Price/Rate:      
 

Amount/Quantity:   
 
Tenor: 

 
Name of Counterparty:      
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3. NUMBER OF FUTURES CONTRACTS 
 

Type of Ratio (if applicable): 
 
Calculation of No. of Futures Contract 

 
 

  

 
“I / We * understand that the function of Bursa Malaysia Derivatives Bhd (the “Exchange”) in 

respect of the physical transfer between the parties to this physical contract and/or the parties 
intending to enter into this physical contract as mentioned hereinabove, shall be limited to 
verification of proof of intention before approval of the exchange for related positions (“EFRP”).  

 
I / We * further undertake that the responsibility, risks and enforcement of settlement of this 
physical contract/intention to contract shall lie with me/us and the counter party to this physical 

contract/intention to contract.  
 
I/We shall not hold the Exchange liable for any loss or damage caused to me/us in relation to this 

physical contract/intention to contract for the relevant underlying instrument after completion of 
the EFRP exercise by the Exchange. 

 
We declare that the above transaction was arranged in accordance with the Rules of the 
Exchange and acknowledge that registration of the futures contract is subject to the Rules of the 

Bursa Malaysia Derivatives Clearing Bhd. 
 
 

4. To be completed by party to the EFRP 
  
 
 
 
 

________________ 

Name & Address 

 

 

 

 

__________________ 

Authorised Signature & Co. Stamp 
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Exchange Use Only 

5. Exchange Operations (EO) Section 

Time received:________________ 

Letter of Intention to do EFRP verified against Notification of EFRP Transaction Form  

 

_________________________  

  

11. Exchange Of Futures For Physical 
 
DEFINITION OF EXCHANGE OF FUTURES FOR PHYSICAL (EFP) 

 

An  EFP is f u t ures con t ract  creat ed  on Bursa Malaysia Der ivat ives Berhad  (BMDB) w hen t w o par t ies 

agree t o  exchange a com m od it y o r  a f inancial asset  o r  inst rum en t  (i.e. a bond , bank b ill, crude palm  

o il et c.) t oget her  w it h  an  app rop r iat e num ber  o f  f u t ures con t ract s t o  be reg ist ered  w it h  t he Bursa 

Malaysia Der ivat ives Clear ing Bhd  (BMDC) in  a p r ivat ely nego t iat ed  t ransact ion  bet w een  t he t w o 

par t ies. 

 

Un like no rm al f u t ures t ransact ions t hat  are t raded  o n  BMDB, an  EFP is an  o f f -m arket  t ransact ion . Th is 

m eans t hat  t he f u ll det ails o f  t he t rade (i.e. t he value, vo lum e and  p r ices) o f  t he 

com m od it y/under lying inst rum en t  and  f u t ures con t ract s being exchanged  can  be p r ivat ely 

nego t iat ed  bet w een t he t w o par t ies. The EFP is reg ist ered  w it h  BMDC on ly af t er  t hese det ails have 

been  agreed . 

 

A key f eat ure o f  an EFP is t hat  t he f u t ures con t ract s reg ist ered  w it h  BMDC can be done at  a p r ice 

t hat  is m ut ually agreed  upon  by t he par t ies t o  t he t ransact ion . The exact  vo lum e of  con t ract s is also  

nego t iat ed  and  t he one p r ice is used  t o  cover  t he en t ire t ransact ion . In  add it ion  t o  t hese f eat ures, 

EFP can be used  t o  in it iat e o r  t o  exit  a f u t ures posit ion . Theref o re, depend ing on  p re -exist ing  

posit ions o f  EFP coun t erpar t ies, an  EFP t ransact ion  can  creat e o r  ext inguish  f u t ures posit ion . 

 

 
BUSINESS RULE REFERENCE 
 

EFP is governed  by Rule 700B of the Bursa Malaysia Derivatives Business Rules w h ich  st ipu lat es t hat : 
 
Rule 700B.1 Off-Market Transactions 

 

(a) Save as exp ressly p rovided  f o r  in  t h is Chap t er  o r  det erm ined  by t he Exchange, a con t ract  o r  

t ransact ion  ef f ect ed  by Par t icipan t s o t herw ise t han  in  t he no rm al course o f  t rad ing on  t he Market  

shall be p roh ib it ed . 
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(b ) No t w it hst and ing t he p rovisions con t ained  in  t h is Chap t er , t he Exchang e m ay issue d irect ives o r  

gu idelines as it  deem s f it  in  respect  o f  - 

 

(i) t he cond it ions under  w h ich  a t ransact ion  can  be car r ied  out  o f f -m arket ; 

 

(ii) t he conduct  o f  o f f -m arket  t ransact ions; and  

 

(iii) such  o t her  m at t ers as t he Exchange deem s necessary in  respect  o f  o f f -m arket  t ransact ions. 

 
Rule 700B.2 Exchange Of Futures For Physical 

 

(a) An  exchange o f  f u t ures f o r  physical (“EFP”) is an  o f f -m arket  t ransact ion  m ade bet w een  t w o  (2) 

par t ies in  w h ich  – 

  

(i) one par t y is a seller  o f  a Con t ract  and  t he buyer  o f  an  Inst rum en t : 

 

(A) t hat  is t he sub ject  o f  t he Con t ract ; o r  

 

(B) t hat  t he Exchange considers t o  be t he subst an t ial econom ic 

equivalen t  o f  t he Inst rum en t  o r  st at e o f  af f airs t hat  is t he sub ject  o f  

t he Con t ract ; and  

 

(ii) t he o t her  par t y is a buyer  o f  t h e Con t ract  and  t he seller  o f  t he sam e 

Inst rum en t . 

 

(b ) The purchase and  sale of  t he Con t ract  shall be sim ult aneous w it h  t he sale and  purchase o f  t he 

under lying Inst rum en t . 

 
Rule 700B.3 Requirements 

 

An  EFP ar rangem en t  bet w een  Par t icipan t s m ay be perm it t ed  by t he Exchange p rovided  t he 

f o llow ing requirem en t s are sat isf ied  - 

 

(a) t he seller  o f  t he Inst rum en t  ref er red  t o  Rule 700B.2(a)(i) (t he “under lying  

Inst rum en t ”) m ust  have possession  o f  t he under lying Inst rum en t ; 

 

(b ) an  EFP t ransact ion m ay be m ade at  such  p r ice as m ut ually agreed  upon  by t he t w o  par t ies 

p rovided  t hat  such  p r ice is w it h in  t he Con t ract  t rad ing range on  t hat  Business Day o r  as app roved  

by t he Exchange in  consult at ion  w it h  t he Clear ing House; 

 

(c) a Par t icipan t  shall sat isf y t he Exchange t hat  t he t ransact ion is bona f ide. The Par t icipan t  shall 

m ain t ain  and  p rovide t o  t he Exchange a record  o f  t he t ransact ion  and  iden t if y and  m ark all such 

t ransact ions o r  con t ract s and  all o rders, reco rds and  m em oranda per t ain ing t heret o ; and  

 

(d ) such  o t her  requ irem en t s set  out  in  t he d irect ives, gu idelines, Trad ing Procedures o r  any 

docum en t  by w hat soever  nam e called  issued  b y t he Exchange f rom  t im e t o  t im e.  

 
Rule 700B.4 Procedure 
 

(a) A Par t icipan t  shall, w it h in  t he t im e f ram e st ipu lat ed  by t he Exchange, subm it  t o  t he Exchange 

such  m em oranda as m ay be p rescr ib ed  by t he Exchange w h ich  is necessary t o  est ab lish  t he nat ure 
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o f  t he t ransact ion  (t ype and  quan t it y o f  t he under lying Inst rum en t , quan t it y and  p r ice o f  t he 

Con t ract s, t he nam es of  all Par t icipan t s t o  t he t r ansact ion  and  such  o t her  in f o rm at ion as t he Ch ief  

Execut ive Of f icer  m ay f rom  t im e t o  t im e require) and  shall aut ho r ise t he Exchange t o  subm it  such  

in f o rm at ion t oget her  w it h  t he in f o rm at ion  p rovided  by t he Par t icipan t  pursuan t  t o  t h is Rule t o  t he 

Clear ing House, as t he Clear ing House m ay require. 

(b ) Upon  ver if icat ion of  t he m em oranda o r docum en t s subm it t ed  by Par t icipan t s under  Rule 

700B.4(a) above, t he Exchange m ay call f o r  such  f ur t her  in f o rm at ion  as it  considers necessary o r  

app rove o r  reject  t he app licat ion , cond it ionally o r  o t herw ise. 

 

(c) All approved transactions shall, be presented to the Clearing House for registration in accordance with the 
Clearing House Rules. 

 
Rule 700B.5 Prohibition On Amendments Or Cancellation 
 

 All t ransact ions t hat  have been   reg ist ered  by t he Clear ing House in  acco rdance w it h  t he Clear ing 

House Rules pursuan t  t o  Rule 700B.4(c) shall be f irm  and  b ind ing on  Par t icipan t s and  t here shall be 

no  am endm en t  o r  cancellat ion  of  t he sam e. 

 
Rule 700B.6 

 

(a) All t ransact ions m ade pursuan t  t o  t h is Rule 700B by Par t icipan t s shall be deem ed  t o  be as 

p r incipals and  neit her  t he Exchange no r  t he Clear ing House shall be obliged  t o  recognise t he 

in t erest  o f  any t h ird  par t y. 

(b ) No t h ing in  Rule 700B.6(a) shall af f ect  t he r igh t s o f  a Clien t  t o  t ak e any act ion  o r  com m ence any 

p roceed ings against  a Par t icipan t . 

 
Rule 700B.7 Brokerage 

 

The b rokerage in  respect  o f  an  EFP t ransact ion  shall be as st ipu lat ed  in  Guideline 3 heret o  and  m ay 

be var ied  f rom  t im e t o  t im e by t he Exchange. 

 
Rule 700B.8 Liability of the Exchange 

 

The Exchange and /o r  Clear ing House shall no t  be liab le f o r  any loss o r  dam age caused  t o  any par t y in  

relat ion  t o  t he agreem en t  f o r  t he relevan t  under lying Inst rum en t , w h ich  has been  exchanged  f o r 

t he Con t ract . 

 

 

Rule 601.3 (d ) st at es t he r et en t ion  per iod  f o r  reco rds w h ich  is app licab le t o  EFP docum en t s: 
 

Rule 601.3 (d ) The ret en t ion  per iod  f o r  t he reco rds in  resp ect  o f  t he t ransact ions descr ibed  in  t h is 

Rule 601.3 shall be f o r  f ive (5) years, excep t  aud io  m agnet ic t apes o f  Clien t ‟s conversat ions and 

conversat ions per t ain ing t o  t he Trad ing Part icipan t ‟s p rop r iet ary t rad ing w h ich  need  on ly be 

m ain t ained  f o r  a per iod  o f  no t  less t han  t w o  (2) years f rom  t he dat e o f  t he conversat ion . 

 
 
PERMITTED  UNDERLYING PHYSICAL INSTRUMENTS FOR EFPs 

 

The under lying physical inst rum en t s perm it t ed  by t he Bursa Malaysia Der ivat ives Berhad  f o r EFP on 

3-m on t h  KLIBOR f ut ures, MGS Bond  f u t ures and  CPO f ut ures as at  30 Ap r il 2009 are as f o llow s:  
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For KLIBOR FUTURES For BONDS FUTURES For CPO FUTURES 

NCDs Malaysian  Governm en t  

Secur it ies 

Crude Palm  Oil 

Banker ‟s Accep t ance Cagam as Bonds RBD Palm  Oil 

Malaysian  Treasury Bills Khazanah  Bonds RBD Palm  St ear in  

KLIBOR Deposit s 4.    In t erest  Rat e 

Sw aps 

RBD Palm  Olein  

Fo rw ard  Rat es 

Agreem en t s 

 Crude Palm  Kernel Oil 

In t erest  Rat es Sw aps   

Bank Negara Malaysia 

Bills 

  

 

Bursa Malaysia Der ivat ives Berhad  m ay accep t  any o t her  under lying inst rum en t s no t  list ed  above on 

a case by case basis. 

 
EFP REQUIREMENTS 
 

The f o llow ing in f o rm at ion  is required  t o  be ver if ied  by Trad ing Par t i cipan t s and  subm it t ed  t o  Bursa 

Malaysia Der ivat ives Berhad :  

 

11.4.1 The docum en t  t hat  show s t he EFP w as done such  as Dealing Slips/Dealing 

Con f irm at ion /Physical Con t ract  No t es. 

 

11.4.2 The iden t it ies o f  t he t w o  par t ies t o  t he deal. On ly separat e par t ies are p erm it t ed  t o  conduct  

EFP. In  t h is con t ext , separat e par t ies are def ined  t o  be t hose w ho  have; 

 

accoun t s w h ich  belong t o  d if f eren t  benef icial ow ners; o r   

accoun t  w h ich  are under  separat e con t ro l. 

 

11.4.3 Full det ails o f  t he cash  inst rum en t  o r  com m od it y t hat  is being exchanged  (am oun t  and  

grade). 

 

11.4.4 The f u t ures con t ract  being used  t o  hedge (includ ing delivery m on t h  and  t he vo lum e of  

con t ract s t raded ). The p r ice o f  t he f u t ures con t ract  m ust  be w it h in  t he cur ren t  Business day p r ice 

lim it .  

 

11.4.5 Con f irm at ion  t hat  on ly t w o  par t ies are invo lved  and  t hat  t hey are t aking opposit e cash  and  

f u t ures posit ions. 

 

11.4.6 The t ransact ion  suppo r t ing a bona f ide EFP should  com pr ise o f  t he f o llow ing:- 

 

11.4.6.1 It  m ust  invo lve an  “exchange” o f  f u t ures con t ract s f o r  t he under lying inst rum en t  in  

w h ich  bo t h  legs of  t he t ransact ion  en t ail act ual econom ic r isk  

11.4.6.2 The f u t ures leg is sub ject  t o  sim ilar  r igh t s and  ob ligat ions as any o t her  exchange -

t raded  f u t ures t ransact ion  

 

11.4.7 Let t er  o f  In t en t ion  f rom  par t ies o f  EFP (ref er  at t ached  Append ix 2 f o r  sam p le o f  Let t er  o f  

In t en t ion ).  
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11.4.8 If  par t y t o  t he EFP is an  under lying o f  an  om n ibus accoun t  ho lder , Trad ing Par t icipan t  t o  get  

clien t ‟s par t icu lars and  it s cur ren t  Open  Posit ion  exposure. Trad ing Par t icipan t  t o  f il l t he Open  

Posit ion  det ails on  t he Let t er  o f  No t if icat ion  (ref er  at t ached  Append ix 1).  

                                                                                                                                                                          

11.4.9 Af t er  ver if icat ion  Trad ing Par t icipan t s t o  com p let e t he Let t er  o f  No t if icat ion  based  on 

in f o rm at ion  det ails p rovided  by par t ies t o  t he EFP.  

 

11.4.10 Trad ing Par t icipan t s t o  ret ain  a copy o f  t he Let t er  o f  No t if icat ion  and  EFP in f o rm at ion  at  

t heir  p rem ises and  t o  f urn ish  t hem  in  t he event  o f  subsequen t  aud it  by t he Exchange.  

 
 
 PROCEDURE FOR SUBMITTING EFP APPLICATIONS 

 

The f o llow ing are t he subm ission  p rocedures f o r  EFP. 

 

St ep  1) Trad ing Par t icipan t s ver if y t he det ails o f  all EFP docum en t s t o  ensur e it  is in  o rder .  

 

St ep  2) Com plet e t he Let t er  o f  No t if icat ion . 

 

St ep  3) Subm it  t he f o llow ing t o  Bursa Malaysia Der ivat ives Berhad :- 

Let t er  o f  No t if icat ion  

Dealing Slips/Dealing Con f irm at ion /Physical Cont ract  No t es 

Let t er  o f  In t en t ion  t o  do  EFP 

If  par t y t o  t he EFP is an  under lying of  an  om n ibus accoun t  ho lder , t he clien t ‟s par t icu lars and  Open  

Posit ion .  

  

 Bot h  Buyer  Trad ing Par t icipan t  and  Seller  Trad ing Par t icipan t  are t o  separat ely subm it  t he list  

o f  docum en t s by f ax, em ail o r  hand . (Dead line f o r subm issions: Must  be subm it t ed  t o  t he Exchange 

lat est  by 3:30 p .m ., excep t  on  t he exp irat ion dat e on  w h ich  even t  it  m ust  be subm it t ed  t o  t he 

Exchange lat est  by 9:00 a.m .)  

 

 All EFP app licat ions received  af t er  t he cut -o f f  t im e o f  3:30p .m ., o r  9:00 a.m . as t he case m ay 

be, w ill be deem ed  as t he f o llow ing day‟s subm ission  and  p rocessed  by t he next  business day.  

 

St ep  4) Bursa Malaysia Der ivat ives Berhad  w ill check t he list  o f  docum en t s subm it t ed  is com p let e.  

  

St ep  5) Bursa Malaysia Der ivat ives Berhad  w ill check t he open  posit ions o f  t he par t ies t o  t he EFP 

t ransact ion  t o  ensure com p liance.  The EFP t r ansact ion  w ill no t  be app roved  in  t he even t  o f  non -

com p liance of  posit ion lim it . Bursa Malaysia Der ivat ives Berhad  m ay con t act  Trad ing Par t icipan t s in  

t he even t  f ur t her  in f o rm at ion  is required . 

 

St ep  6) Bursa Malaysia Der ivat ives Clear ing Bhd  w ill reg ist er  t he EFP t ransact ion  in  t he clear ing  syst em  

af t er  ver if icat ion  of  posit ions. (NB: All request s f o r  EFPs received  dur ing t he day i.e. bef o re 3:30p .m . 

o r  9:00a.m . as t he case m ay be w ill be app roved /d isapp roved  b ef o re t he end  o f  t he day‟s t rad ing 

session  f o r  respect ive p roduct s). 

 

 The m arket  w ill be in f o rm ed  o f  t he EFP t ransact ion  via an  exchange b roadcast  m essage.  

 

St ep  7) Seller ‟s and buyer ‟s Trad ing Par t icipan t s w ill each  received  back a copy of  t he Let t er  o f  

No t if icat ion  f rom  Bursa Malaysia Der ivat ives Berhad . 
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NOTIFICATION OF EXCHANGE OF FUTURES FOR PHYSICAL (EFP) 
TRANSACTION FORM 
In accordance with the requirements of the Bursa Malaysia Derivatives Bhd., we hereby advise that the following 
EFP transaction has been arranged: - 
 
1. DETAILS OF THE FUTURES CONTRACTS 
 
Date:   
Futures Contract Code:   
 
Delivery Month(s):    
 
Futures Price(s):    
 
Number of Lots:   
 
Name of Reporting Selling Trading Participant:   
 
Seller 1 (Trading Participant’s client):  
 
Seller 2 (Client of Trading Participant’s client) if above is omnibus account:      
 

Name of Reporting Buying Trading Participant: 
 
Buyer 1 (Trading Participant’s client):  
  
Buyer 2 (Client of Trading Participant’s client) if above is omnibus account: 
  
 

 
2. DETAILS OF CASH LEG TRANSACTION 
 
Date:    
Instrument:      
 
Price/Rate:      
 
Amount/Quantity:   
 
Tenor: 
 
Seller 1 (Trading Participant’s client):      
 
Seller 2 (Client of Trading Participant’s client) if above is omnibus account: 
 
 
 
Buyer 1 (Trading Participant’s client):  
 
Buyer 2 (Client of Trading Participant’s client) if above is omnibus account:  
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3. NUMBER OF FUTURES CONTRACTS 
 
Type of Ratio (if applicable): 
 
Calculation of No. of Futures Contract 
 
 
  

 

4. OPEN POSITIONS* 
 
 *To fill up if party to the EFP is an underlying of an omnibus account holder 
 

Name & address of client: 
 
 

Futures Contract 
 

Long/Short Number of Open Positions 

   

   

   

   

   

   

 

We declare that the above transaction was arranged in accordance with the Business Rules of the 
Bursa Malaysia Derivatives Bhd; (“Exchange”) and acknowledge that registration of the futures 
contract is subject to the approval of the Exchange. 
 

5. To be completed by Selling Trading Participant 
  

 
 
________________ 

Trading Participant 

Authorised Signature & Co. Stamp 

 
6. To be completed by Buying Trading Participant 

 
 
 



ANNEXURE 2 
TRADING PARTICIPANTS’ MANUAL 

78 

 

 ________________ 

Trading Participant 

Authorised Signature & Co. Stamp 

 

  

 

 

 
 

Exchange Use Only 

7. Derivatives Exchange Operations (DEO) Section 

Complete list of documents received by: _________________    Time received:________________ 

 

8. Market Surveillance Department Section  

  

Time received: ____________________          Time returned to DEO: ________________________ 

  

Received by: ______________________ 

 

Positions verified by: _______________         

 

9. Derivatives Clearing & Settlement Operations (DCSO) Section 

 

Registered by: ___________________ 

 

 

 

 

Approved by: ______________________ 

   

Time                : __________ Date: ___________ 

 

Trade Ref. No. : _______________________ 
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 LETTER OF INTENTION TO DO EXCHANGE OF FUTURES FOR PHYSICAL (EFP) 
TRANSACTION 
In accordance with the requirements of the Bursa Malaysia Derivatives Bhd., we hereby advise the intention to 
do the following EFP transaction: - 
 
1. DETAILS OF THE FUTURES CONTRACTS 
 
Date:   
 
We buy/sell* (*delete whichever is not applicable) 
 
Futures Contract Code:   
 
Delivery Month(s):    
 
Futures Price(s):    
 
Number of Lots:   
 
Name of Counterparty:   
 
 

 
 
2. DETAILS OF CASH LEG TRANSACTION 
 
Date: 
 
We buy/sell* (*delete whichever is not applicable)  

   
Instrument:      
 
Price/Rate:      
 
Amount/Quantity:   
 
Tenor: 
 
Name of Counterparty:      
 
 
 
 

3. NUMBER OF FUTURES CONTRACTS 
 
Type of Ratio (if applicable): 
 
Calculation of No. of Futures Contract 
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“I / We * understand that the function of Bursa Malaysia Derivatives Berhad (the “Exchange”) in 
respect of the physical transfer between the parties to this physical contract and/or the parties 

intending to enter into this physical contract as mentioned hereinabove, shall be limited to 
verification of proof of intention before approval of the exchange of futures for physicals (“EFP”).  
 

I / We * further undertake that the responsibility, risks and enforcement of settlement of this 
physical contract/intention to contract shall lie with me/us and the counter party to this physical 
contract/intention to contract.  

 
I/We shall not hold the Exchange liable for any loss or damage caused to me/us in relation to this 

physical contract/intention to contract for the relevant underlying instrument after completion of 
the EFP exercise by the Exchange. 
 

We declare that the above transaction was arranged in accordance with the Business Rules of the 
Bursa Malaysia Derivatives Bhd; (“Exchange”) and acknowledge that registration of the futures 
contract is subject to the approval of the Exchange. 
 

 
4. To be completed by party to the EFP 

  
 
 
 
 

________________ 

Name & Address 

 

 

 

 

__________________ 

Authorised Signature & Co. Stamp 

 
 

Exchange Use Only 

5. Derivatives Exchange Operations (DEO) Section 

Time received:________________ 

Letter of Intention verified against Letter of Notification:_________________________  
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12. Trading Phases and States 

 
12.1 TRADING DAY 
  

 A t yp ical t rad ing day has t he f o llow ing  charact er ist ics: 

 

 A def ined  durat ion  f o r  each  p roduct  group  

 Dif f eren t  possib le t rad ing  phases  

 Dif f eren t  possib le t rad ing  st at es 

 
12.2 TRADING PHASES 
 

Each  p roduct  group  w ill t yp ically go  t h rough  t he f o llow ing Market  Phases, and  in  t he 

sequence as show n  b elow : 

 

 Pre Open ing  

 No -Cancel  

 Con t inuous Trad ing 

 Pause 

 Pre Open ing  

 No -Cancel 

 Con t inuous Trad ing  

 Surveillance In t erven t ion  

 Main t enance Per iod  

 

The t rad ing  phases and  m arket  t im ing f o r  t he d if f eren t  p roduct s w ill be st r ict ly f o llow ed  by 

t he Exchange. The Exchange how ever , reserves t he r igh t  t o  ef f ect  any changes at  any t im e 

and  par t icipan t s w ill be in f o rm ed  acco rd ing ly eit her  t h rough Trad ing Par t icipan t s‟ Circular  o r  

t h rough  syst em  b roadcast  m essages. 
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12.3 TRADING PHASES AND MARKET TIMING 

 

The Market  Phases and  m arket  t im ing are as set  out  below : 

 

Market Timing 

Trading Phases Equity Financial 
(FKLI/OKLI/SSFs) 

Non-Equity 
Financial 
(FKB3/FMG3/FMG
5/ 
FMGA) 

Commodity Futures 
(FCPO/FUPO//FPKO) 

 

Pre-Open ing  

(1st  session ) 

 

8:15 am  

 

8:30am  

 

10:00am  

 

 

* No -Cancel  

(30 seconds)  

(1st  session ) 

 

8:44:30 am  

 

8:59:30am  

 

10:29:30 am  

 

 

Con t inuous 

Trad in g   

(1st  session ) 
 

 

8:45am  

 

9:00am  

 

10:30am  

 

* Pause 

(1st  session ) 

 

12:45pm  

 

12:30pm  

 

12:30pm  

 

Pre-Open ing 

(2nd  session ) 

 

2:00pm  

 

2:00pm  

 

2:30pm  

 

* No -Cancel  

(30 seconds) 

(2nd  session ) 
 

 

2:29:30pm  

 

2:29:30pm  

 

 

2:59:30pm  

Con t inuous 

Trad ing  

(2nd  Session ) 

2:30pm  2:30pm  3:00pm  

 
  

Surveillance 

In t erven t ion  

 

5:15pm  

 

5:00pm  

 

 

6:00pm (FCPO/FUPO) 

6:05pm  (FPKO) 

Main t enance 

Per iod  

 

5:30pm  

 

5:15pm  

 

6:15pm (FCPO/FUPO) 

6:20pm  (FPKO) 

*Switch over to next phase is instantaneous upon completion of this phase 
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12.4.  TRADING STATUS OF PRODUCT GROUPS  
 

  
Trading Status 

 
    Functions/Activities  

 

Pre-Open ing 

 

 Orders and  quo t es can  be en t ered , 

m ain t ained , m od if ied  and  delet ed . 

 No  m at ch ing of  o rders and  quo t es. 

  Open ing Pr ice Calcu lat ion  is done on  a 

con t inuous basis called  an  Ind icat ive Open ing 

Pr ice (IOP)In f o rm at ion  is b roadcast  t o  m arket  

based  on  o rders and  quo t es in  o rder  book. 

 

 

No -Cancel  

 

 

 A p redet erm ined  t im e (30 seconds) bef o re t he 

session  opens w hen  t raders can  on ly en t er  

o rders but  canno t  cancel, execut e o r  m od if y 

o rders. (Open ing p r ice calculat ions are 

updat ed  dur ing t h is t im e) 

 Th is f eat ure is good  f o r  p reven t ing p r ice 

m an ipulat ion  dur ing t he Pre-open ing phase.  

 

Con t inuous 

Trad ing  
 

 

 Orders can  be en t ered , m ain t ained , m od if ied  

and  delet ed . 

 Trad ing t akes p lace on  a con t inuous basis. 

 Each  incom ing o rder  are checked  

im m ed iat ely f o r  possib le execut ion . 

 Unexecut ed  po r t ion  o f  such  o rder  is added  t o  

t he o rder  book. 

 Mat ched  t rades can  be view ed  on  Broker  

Fron t  End . 

 Mat ch ing w ill be based  on Pr ice and Tim e 

Pr io r it y. 

 Open ing m at ch  is calculat ed  w it hout  im p lied  

o rders. 

 

 

Surveillance 

In t erven t ion  

 

  The per iod  o f  t im e t hat  begins w hen  CME 

Globex sends t he no t if icat ion  t hat  t rad ing has 

ended  f o r  a group  of  p roduct s f o r  t hat  

par t icu lar  t rade dat e.  

 Dur ing t h is t im e, on ly o rder  cancellat ion can 

occur . Th is allow s t raders t o  m ain t ain  t heir  

o rder  books bef o re t he next  t rad ing day  

Main t enance 

Per iod  

 No  access allow ed  t o  all users 

Reserved   Orders and  quo t es can  be en t ered , 

m ain t ained , m od if ied  and  delet ed . 
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 No  m at ch ing of  o rders and  quo t es. 

 

 
2.5. STOPPING TRADING ON A GROUP OR ON THE MARKET  
 

The Exchange m ay in  special sit uat ions st op  t rad ing f o r  one o r  m ore inst rum en t  groups. 

Trad ing ceases im m ed iat ely f o r  a p roduct  group /s. The group  subsequen t ly en t ers a Pre -

Open ing Phase w hen  t raders are allow ed  t o  en t er , m od if y, o r  cancel o rders f o r  t he group , 

but  o rders canno t  be execut ed . 
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13 Messaging And Market Performance Protection Policy 
 

 
 
 

13.1 CME Globex Market Performance Protection Policy 
 

 
The CME Globex Market Performance Protection Policy is a fair business policy that encourages market 
participants to quote appropriately without negatively impacting other CME customers.  
 
CME Globex customers may be negatively impacted when market access is affected by latencies caused by 
customers sending messages at sustained high transaction levels. In order to protect all market participants from 
the negative effects of this extraordinary and excessive messaging, CME Group is implementing transaction 
controls at three separate levels for: 
 

 Cancellation messages (tag 35=F) 

 New Order (tag 35=D) and order cancel/replace messages (tag 35=G)  

 Administrative messages, which includes:  
o Logon (tag 35=A) 
o Heartbeat (tag 35=0) 
o Test Request (tag 35=1) 
o Resend Request (tag 35=2) 
o Session Level Reject (tag 35=3) 
o Business Level Reject (tag 35=j) 
o Sequence Reset (tag 35=4) 
o Logout (tag 35=5) 

Under this policy, if an iLink session exceeds a threshold as measured in messages per second (MPS) over a 
specified interval, subsequent messages will be rejected until the MPS rate falls below the threshold.  
 
As of September 19, 2010, the thresholds will be established as follows: 
 
 Transaction Types Threshold Interval 

Cancel Threshold Cancel Transactions 1000 MPS Three seconds  

New Order and Order 
Cancel/Replace Threshold 

All Other Transactions 
500 MPS 

Three seconds  

Administrative Threshold All Administrative Messages 100 MPS Three seconds 
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14. ERROR MAKER LIABILITY CLAIM 
 
14.1 ERROR MAKER LIABILITY CLAIM 

 

Upon  a request  f rom  a Trad ing Par t icipan t  o f  a po t en t ial er ro r  t rade BMD w ill review  t he t rad e. BMD 

w ill generally cancel t he t rade o r  ad just  t he pr ice if  t he t raded  p r ice is out side t he No  Cancellat ion  

Range. As a consequence o f  t he t rad e being cancelled  o r  it s p r ice ad just ed , af f ect ed  Trad ing 

Par t icipan t  m ay claim  com pensat ion  f rom  t he er ro r  m aker . Once com pensat ion  is paid  by t he er ro r  

m aker , it  is a f u ll and  f inal set t lem en t  o f  t he claim  and  t he af f ect ed  Trad ing Par t icipan t  canno t  m ake  

a f ur t her  claim  in  respect  o f  t he sam e er ro r  t rade.  Below  is t he ru le on  Er ro r  Maker  Liab ilit y.     

 
Rule 707.2A Error Maker Liability  
 
(1)   A Trading Participant whose order was responsible for a trade adjustment or cancellation under Rule 707.2 

(“the Error Maker”) shall be liable for claims of actual losses incurred by other Trading Participants whose 
trade prices were adjusted or cancelled as a result of the above order. However, a Trading Participant who 
makes a claim shall not be entitled to compensation for losses incurred as a result of any failure to take 
reasonable actions to mitigate the loss. The procedure for making a claim against the Error Maker is set out in 
the Trading Procedures. 

 
(2)      To the extent that liability is denied by the Error Maker, the Trading Participant making the claim may submit 

the claim to Arbitration in accordance with Rule 513.      

(3)      For the avoidance of doubt: 
(a)      a Trading Participant may not submit any claim in relation to the cancellation or price adjustment of a 

trade for Arbitration under Rule 513 unless the Trading Participant had submitted a claim under Rule 
707.2A(1) and the said claim had been denied in part or in totality by the Error Maker; and 

 
(b)       any claim in relation to the cancellation or price adjustment of a trade must be made by or through a 

Trading Participant notwithstanding that the order may have been entered by a Direct Market Access 
Client or a Participant who is not a Trading Participant. 

 

 

 

 
14.2 PROCEDURE FOR SUBMITTING ERROR MAKER LIABILITY CLAIM  

 

The f o llow ing are t he subm ission  p rocedures f o r  er ro r  m aker  liab ilit y claim . 

 

(a) Affected Trading Participant to submit error maker liability claim on an Exchange claim form to the Head of 
Derivatives Exchange Operations within five business days of the incident. Claim that is not filed in a timely 
manner will be rejected by BMD. 

 
(b) BMD will review the claim submitted based on data collected from the trading engine. Eligible claims shall 

then be forwarded by BMD to the Trading Participant responsible for the order(s) that resulted in a trade 
cancellation or a price adjustment. 

 

(c) The Trad ing Par t icipan t  responsib le f o r  t he er ro r  o rder  en t ry , shall, w it h in  t en  business days 

o f  receip t  o f  t he claim , adm it  o r  deny responsib il it y in  w hole o r  in  par t . Failure t o  respond  t o  

t he claim  w it h in  t en  business days shall be considered  a den ial o f  liab ilit y . 
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(d )   In  t he even t  liab ilit y is adm it t ed  paym en t  shall be m ade w it h in  t en  business days b y such 

Trad ing Par t icipan t  t o  t he BMD w ho  w ill f o rw ard  it  t o  t he claim ing Trad ing Par t icipan t . Such  

paym en t  is f u ll and  f inal set t lem en t  o f  t he claim . 

 

(e) If  Trad ing Par t icipan t  responsib le f o r  t he er ror  o rder  en t ry deny liab ilit y, t he affected Trading 
Participant may submit the claim to arbitration in accordance with Rule 513. 
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Trade Cancellation / Adjustment Claim Form 
 

Claimant Name:  

Contact Person(if claimant 

is a firm):  

What is the amount of your claim?    

Claimant’s Clearing Participant:  

Date Claim Filed:  Date Received (to be completed by BMD):  

Claimant Address:  

City:  State:  Post code:  

Country:  

E-Mail Address:  Phone Number:  

Date of Incident:  Time of Incident:  

When did you discover a problem existed?  Commodity/Contract:  

Did you contact BMD Exchange Operations? YES  NO  

 If yes, to whom did you speak?  

 What was the result?  

   

Did you speak to anyone else at BMD? YES  NO  

 If yes, to whom did you speak?  

 What was the result?  

   

Please describe your claim in detail including, but not limited to, how you determined the amount of 

your loss, how many of your contracts were affected by the trade cancellation or adjustment, the 

number and prices of your contracts prior to the trade cancellation or adjustment and the price that 

your contracts were adjusted to. (Attach additional sheets if necessary) 
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Please attach all documentation to support your claim. 
 

This Claim Form Must Be Submitted Within 10 Business Days of the  

Trade Cancellation/Adjustment  
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15. OPERATOR ID (“Tag 50 ID”) REQUIRED FOR ALL BMD ORDERS 
TRADED ON CME GLOBEX 
 
Each  o rder  en t ered  in t o  CME Globex is requir ed  t o  include t he subm ission  of  an  operat o r  ID, also  

ref er red  t o  as t he “Tag 50 ID” o r  “User  ID”, w h ich  is un ique t o  t he par t y w ho  en t ered  t he o rder . Fo r  

o rders en t ered  m anually, t he Tag 50 ID m ust  be un ique t o  t he ind ividual en t er ing t he o rder  in t o  

CME Globex. Fo r  o rders en t ered  by an  aut om at ed  t rad ing syst em  (“ATS”), t he Tag 50 ID m ust  be 

un ique t o  t he person , o r  t he iden t if ied  t eam  o f  persons on  t he sam e sh if t , w ho  a re responsib le f o r 

t he operat ion  of  t he ATS. All Tag 50 IDs m ust  be un ique at  t he level o f  t he Trad ing Par t icipan t .  

  

Each  Globex t erm inal operat o r  shall be iden t if ied  t o  t he Exchange by ut ilizing t he Tag 50 ID. Each  

ind ividual m ust  use a un ique user  ID t o  access Globex. In  no  even t  m ay a person  en t er  an  order  o r  

perm it  t he en t ry o f  an  o rder  by an  ind ividual using a user  ID o t her  t han  t he ind ividual‟s ow n un ique 

user  ID.  

 

Trad ing Par t icipan t s m ust  ensure t hat :  

 

 all clien t s execut ing t h rough t he Trad ing Par t icipan t , includ ing t hose clien t s w it h  d irect  

connect ions t o  CME Globex, are f ully aw are o f  t he Tag 50 ID subm ission  requirem en t s;  

 

 each  Tag 50 ID is un ique at  t he Trad ing Par t icip an t ;  

 

 t he co r rect  Tag 50 ID is subm it t ed  on  each  order  en t ered  in t o  CME Globex and  accurat ely 

t ransm it t ed  t o  t he Trad ing Par t icipan t  and  t o  t he exchange.  

 

Failure t o  com p ly w ill resu lt  in  d iscip linary act ion . 
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   16. NEGOTIATED LARGE TRADES  

 
 

16.1 Definition 

 
Negotiated Large Trades (“NLT”) is an off-market trading facility that allows Trading 
Participants or their clients to arrange and transact orders of defined large size away from 
Trading System. 
 
 NLT allows large trades to be done at a single price and it minimizes the possible price 
impact and time delays that may occur when transacting orders of large size on the 
exchange.  NLTs also allows for matching of large trades during off-exchange hours.  These 
trades, however, will only be cleared as the following day‟s trades. 

 
 

16.2 Regulatory Framework 

 
16.2.1  Eligibility 

 
The NLT Facility will only be available to Trading Participants to transact block trades on 
behalf of their client account, house proprietary account or registered futures trader account. 
In executing an NLT, a Trading Participant has to comply with section 99(1) of the Capital 
Markets and Services Act 2007 (CMSA) which provides, amongst others, that a Trading 
Participant must not take the other side of its client unless that client has consented to the 
Trading Participant taking the other side of the order. 

 
16.2.2 Account Requirements 

 
Only separate parties are permitted to conduct NLT. In this context, separate parties are 
defined to be those who have (i) accounts which belong to different beneficial owners; or (ii) 
accounts which are under separate control. The Trading Participants must undertake all 
reasonable steps to verify that this requirement is met and retain copies of all relevant 
documentary evidence relied on by the Trading Participants in its verification process. 
 
Examples of accounts which are under separate control are: 
- Treasury and Structured Products division of same bank 
- Marketing and Purchasing division of a Refinery 

 
Omnibus accounts cannot participate on an anonymous basis as the beneficial owner of the 
account must be disclosed in the NLT transaction. 
 

 
16.2.3 Price Limits 

 

The price of a NLT transaction must be mutually agreed to by the two parties to the 
transaction. The NLT transaction must be consummated at a price that falls within the daily 
price limit of the underlying futures contract (where such price limits have been set by the 
Exchange) and that is fair and reasonable in the opinion of the Exchange. For futures 
contracts that do not have a price limits, the NLT trades shall be conducted at a fair and 
reasonable price. 
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16.2.4 Position Limits 
 

The speculative position limits imposed on each futures contract per client or Participant as 
specified in Schedule 3 of the Rules of Bursa Malaysia Derivatives Berhad remain 
applicable and the positions arising from the NLTs are aggregated with the positions 
established during on-exchange trading. 

 
In the event that the aggregated positions are above the prescribed limits, the NLT will be 
rejected. 
  
16.2.5 Futures Contract Eligible for Transaction via the NLT Facility 

 
The NLT Facility will be made available for these contracts initially: 

 

 Contract 

1. KLCI Index Futures (FKLI) 

2.  Crude Palm Oil Futures (FCPO) 

3. 3-Month KLIBOR Futures (FKB3) 

4. 5-Year MGS Futures (FMG5) 

 
16.2.6 Minimum Volume Threshold 

 

To be eligible for the NLT Facility, a minimum volume threshold will be established. This is to 
prevent liquidity from normal trading from being conducted away from the derivatives 
market. The minimum volume thresholds can be found in the table below: 

 

Contract Contract Month Minimum volume 
threshold level (contract) 

KLCI Futures 
(FKLI) 
 

Outright in all contract months 
Strategies involving all months 

100  
50 each leg of strategy 

Crude Palm Oil 
Futures (FCPO) 
 

Outright in all contract months 
Strategies involving all months 

200  
100 each leg of strategy 

3-Month KLIBOR 
Futures (FKB3) 

Outright in all contract months 
Strategies involving all months 

200 
50 each leg of strategy 
Strips 

5-Year MGS 
Futures (FMG5) 

Outright in all contract months 
Strategies involving all quarterly 
months 
 

100 
50 each leg of strategy 

 

Trading Participants should not combine different clients‟ orders in order to meet the 
minimum volume threshold. 
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16.3 Operational Framework 

 
16.3.1  Reporting of NLT  

 

 
The NLT may be executed between the client account, house account or registered futures 
trader account of an Exchange Participant. It comprises transactions privately negotiated 
between two parties.  
 
For NLTs executed during exchange trading hours and before the cut off time, the broker for 
the seller and the broker for the buyer are obliged to call Exchange Operations (EO) after 
the trade has been agreed to notify the Exchange of the terms of trade. The details include 
the contract, price, quantity and contra-party information. After reporting the trade, both 
buyer and seller will have to fax or email a completed official NLT Facility Trade Registration 
Form to EO for confirmation of the proposed transaction. Clearing Participants should not 
submit the proposed NLT to the Exchange for validation until all details of the trade have 
been agreed. 
 
The NLT Facility Trade Registration form needs to be sent to EO latest by 4.00pm for FKLI, 
FKB3 and FMG5 and 5.00pm for FCPO to ensure same day trade registration, except when 

the facility is unavailable for expiring contracts.  
 
NLT Facility Trade Registration forms received by EO after 4.00pm (FKLI, FKB3 and FMG5) 
and after 5.00pm (FCPO) shall be processed on the next business day as the following 
day‟s trade.  
 
NLTs transacted during the lunch break shall be reported after the market open for the 
afternoon trading session. 
 
EO will forward Tthe NLT Facility Trade Registration form will then be passed to the Market 
Surveillance department for positions verification. Once verified, EO will forward to the Risk 
Management department for risk evaluation and subsequently to Clearing and Settlement 
Operations department to register the NLT trade in the clearing system. EO will then 
proceed to broadcast the transaction to the market via email. 
 
 
16.3.2 Amendment/Cancellation of NLT   

 

Before the NLT is registered, the transaction can be amended or cancelled provided that 
both the buyer and the seller have mutually agreed to do so. Instruction must be received by 
EO from both the counterparties to the NLT. 
 
The NLT cannot be cancelled once it has been registered. The 2 parties will be required to 
enter into another NLT to reverse the first transaction. 
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16.3.3  Rejection of NLT Registration 
 

The Trading Participants must ensure that all information provided in the NLT Trade 
Registration Form are true and correct.  In considering whether to permit the NLT 
transaction, the Exchange may, in its absolute discretion, rely on the information specified in 
the NLT Trade Registration Form without undertaking additional steps to verify the 
information. 
 
Notwithstanding the above, the Trading Participant must submit additional or other 
information or documents if the Exchange requires. 
 
The NLT may be rejected if it does not comply with the Rules of Bursa Malaysia Derivatives 
Berhad and the Trading Participants‟ Manual.  Below are some of the examples of 
circumstances where a NLT may be rejected: 
 
- Price of the transaction is deemed to be not fair and reasonable. 
- Position limits are breached.  
- Financial standing of the Clearing Participant and/or end-client if transaction results 

in a negative monetary position. 
- Requirement that only separate parties are permitted to conduct NLT has not been 

met. 
 
16.3.4 Trading Flow 

The diagram below shows the trading flow for using the NLT facility. 
 

4 
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Procedure 
i)  Client A and Client B agree on the details of the trade including contract, quantity and 

price. 
ii)  Both clients will then inform their respective brokers on the agreed trade. 
iii)  Brokers will report the pending NLT to the Exchange by submitting the NLT Facility 

Trade Registration form to Exchange Operations (EO). 
iv)  EO will submit the NLT Facility Trade Registration form to Risk Management for risk 

evaluation and subsequently to Clearing and Settlement Operations to register the NLT 
trade in the clearing system. 

Market Surveillance (MS) for positions verification of the parties to the NLT. 
v)  Once the NLT trade has been verified by MS, EO will forward to Risk Management for 

risk evaluation and subsequently to Clearing and Settlement Operations to register the 
NLT trade in the clearing system. 

vi)  EO will then proceed to broadcast the transaction to the market via messaging/email. 
 
 

16.3.5 Impact on Market 
 

As an off-market trading facility, the NLT Facility does not influence the market. NLTs will not 
affect any open/high/low/close/volume information in the trading system nor will NLT trade 
prices be used for settlement price determination purposes. 

 
 

16.3.6 Non-availability of NLT Facility 
 

For the spot month cash settled contracts, which include the KLCI futures, 3-Month KLIBOR 
futures and 5-Year MGS futures, no NLTs will be permitted on the last two trading days prior 
to expiry. 
 
For physically delivered spot month contracts like the Crude Palm Oil futures contract, no 
NLT will be permitted once the contract enters the spot month. 

 
 

Contract Clearing 
Hours 

Expiry  

KLCI Futures 08:45 – 17:15 Last business day of the spot month 

Crude Palm Oil Futures 10:30 – 18:00 15th day of delivery month 

3-Month KLIBOR Futures 09:00 – 17:00 3rd Wednesday of the delivery month 

5-Year MGS Futures 09:00 – 17:00 3rd Wednesday of the quarterly 
delivery month 

 
 

16.3.7 Role of Clearing Participants 
 

Each Trading Participant must ensure that the Clearing Participant clearing the NLT 
transaction entered into by that Trading Participant: 
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(a) has been notified of the NLT transaction and of all relevant information relating to the 
transaction; and 

 
(b) has signed on the NLT Facility Trade Registration form as the Clearing Participant is 

responsible for the clearing and settlement of the NLT transaction. 
 
16.3.8 Settlement of NLTs 

 

All NLTs are settled based on the futures daily settlement price and final settlement prices. 
In the event the contract is a physically delivered contract, the NLTs will be settled by 
delivery of the underlying during the tender period. 
 
 
16.3.9 Facility Fee Imposed on NLT Transactions 
 

In addition to the current exchange and clearing fees relevant to each contract, there will be 
a facility charge of RM0.20 per contract capped at twice the minimum volume threshold. For 
example, the maximum facility charges for FCPO will be for 400 (200X2) contracts which is 
equivalent to RM80. 

 
16.3.10 Documentation 

 
Upon request or in the event of subsequent audit by the Exchange, Trading Participants 
must produce or caused to be produced, within a reasonable time frame as may be 
specified by the Exchange, satisfactory documentary evidence, including the records of the 
name of the customer if the transaction is in the name of an omnibus account or foreign 
broker, to ensure that the NLTs were arranged in accordance with the Rules of Bursa 
Malaysia Derivatives. 
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NEGOTIATED LARGE TRADE (NLT) FACILITY TRADE REGISTRATION FORM 
 

In accordance with the requirements of the Bursa Malaysia Derivatives Bhd, we hereby advise that the 
following NLT transaction has been arranged: - 
 

1. DETAILS OF THE FUTURES CONTRACTS 
 

Date: 
  
Futures Contract Code: 

 
Delivery Month(s): 
 
Futures Price(s):  

 
Number of Lots: 
 

Name of Reporting Selling Trading Participant:  
 
Seller 1 (Trading Participant’s client):  

 
Seller 2 (Client of Trading Participant’s client) if above is omnibus account:                  
 

Name of Reporting Buying Trading Participant: 
 
Buyer 1 (Trading Participant’s client):  

 
Buyer 2 (Client of Trading Participant’s client) if above is omnibus account: 
  

 
We declare that we have obtained written confirmation from the clients stating that the account 

requirements set out in section 16.2.2 of the Trading Participants‟ Manual have been complied with and the 
above transaction is made between: 
 

(c) Accounts which belong to different beneficial owners; or 
(d) Accounts which are under separate control 

 
We declare further that the above transaction was arranged in accordance with the Rules of the Bursa 
Malaysia Derivatives Bhd and acknowledge that registration of the futures contract is subject to the Rules 

of Bursa Malaysia Derivatives Clearing Bhd. 
 
 
 
 
 
________________     ________________ 

Selling Trading Participant     Buying Trading Participant           
Authorised Signature & Co. Stamp    Authorised Signature & Co. Stamp 
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2. To be completed by Clearing Participants 

 
We declare that we have obtained written confirmation from the clients stating that the position limits for 
the relevant contracts which are applicable pursuant to the Rules of Bursa Malaysia Derivatives Bhd will 
not be breached from the effecting of this NLT transaction. 
 
 

 
 
 

________________     ________________ 
Selling Clearing Participant     Buying Clearing Participant           
Authorised Signature & Co. Stamp    Authorised Signature & Co. Stamp 
 
 
 
 
 

Exchange & Clearing House Use Only 

3.Exchange Operations (EO)  

Complete list of documents received by: _________________    Time received:________________ 

 
4. Risk Management 
 
 
Verified by: ____________________ 
 
 
5. Clearing and Settlement Operations 
 
Registered by: ___________________ 
 
Trade Ref. No. : _______________________ 
 
 
 
 
Approved by: ______________________ 
Head Operations & Risk Management or delegate 
  

T I NEGOTIATED  LARGE TRADE (NLT)  FACILITY  TRADE REGISTRATION FORM 

 

IN ACCORDANCE WITH THE REQUIREMENTS OF THE BURSA MALAYSIA DERIVATIVES BHD, WE HEREBY 

ADVISE THAT THE FOLLOWING NLT TRANSACTION HAS BEEN ARRANGED: - 
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1. DETAILS  OF THE  FUTURES CONTRACTS 

 

DATE: 

  

FUTURES CONTRACT CODE: 

 

DELIVERY MONTH(S): 

 

FUTURES PRICE(S):  

 

NUMBER OF LOTS: 

 

NAME OF REPORTING SELLING TRADING PARTICIPANT:  

 

SELLER 1 (TRADING PARTICIPANT ’S CLIENT):  

 

SELLER 2 (CLIENT OF TRADING PARTICIPANT ’S CLIENT) IF ABOVE IS OMNIBUS ACCOUNT:                  

 

NAME OF REPORTING BUYING TRADING PARTICIPANT: 

 

BUYER 1 (TRADING PARTICIPANT ’S CLIENT):  

 

BUYER 2 (CLIENT OF TRADING PARTICIPANT ’S CLIENT) IF ABOVE IS OMNIBUS ACCOUNT: 

  

 

 

WE DECLARE THAT WE HAVE UNDERTAKEN ALL REASONABLE STEPS TO VERIFY THAT THE ACCOUNT 

REQUIREMENTS SET OUT IN SECTION 16.2.2  OF THE TRADING PARTICIPANTS ‟ MANUAL HAVE BEEN 

COMPLIED WITH AND THAT TO THE BEST OF OUR KNOWLEDGE, THE ABOVE TRANSACTION IS MADE 

BETWEEN: 

 

             [PLEASE TICK (√)  WHICHEVER IS RELEVANT]  

 ACCOUNTS WHICH BELONG TO DIFFERENT BENEFICIAL OWNERS. 

 

 

 ACCOUNTS WHICH ARE UNDER SEPARATE CONTROL. 
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WE DECLARE FURTHER THAT THE ABOVE TRANSACTION WAS ARRANGED IN ACCORDANCE WITH THE 

BUSINESS RULES OF THE BURSA MALAYSIA DERIVATIVES BHD (“EXCHANGE”) AND ACKNOWLEDGE THAT 

REGISTRATION OF THE FUTURES CONTRACT IS SUBJECT TO THE APPROVAL OF THE BURSA MALAYSIA 

DERIVATIVES CLEARING (“CLEARING HOUSE”). 

 

 

 

 

 

 

2. TO BE COMPLETED BY SELLING TRADING PARTICIPANT 

 

 

 

 

________________ 

TRADING PARTICIPANT 

AUTHORISED SIGNATURE & CO. STAMP 

 

 

 

3. TO BE COMPLETED BY BUYING TRADING PARTICIPANT 

  

 

 

 

________________ 

TRADING PARTICIPANT 

AUTHORISED SIGNATURE & CO. STAMP 
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4. OPEN POSITIONS  OF END  CLIENT 

 

NAME & ADDRESS OF CLIENT: 

 

 

 FUTURES CONTRACT 

 

LONG/SHORT NUMBER OF OPEN POSITIONS 
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5. TO BE COMPLETED BY SELLING CLEARING PARTICIPANT 

 

 

 

 

 ________________ 

CLEARING PARTICIPANT 

AUTHORISED SIGNATURE & CO. STAMP 

 

 

 

6. TO BE COMPLETED BY BUYING CLEARING PARTICIPANT 
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 ________________ 

CLEARING PARTICIPANT 

AUTHORISED SIGNATURE & CO. STAMP 
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EXCHANGE & CLEARING HOUSE USE ONLY 

7.EXCHANGE OPERATIONS (EO)   

COMPLETE LIST OF DOCUMENTS RECEIVED BY:  _________________     TIME 

RECEIVED :________________ 

 

8.  MARKET SURVEILLANCE 

 

TIME RECEIVED : ____________________           TIME RETURNED TO EO:  

________________________ 

 

RECEIVED BY: ______________________ 

 

POSITIONS VERIFIED BY: _______________ 

 

9.  RISK MANAGEMENT 

 

 

VERIFIED BY: ____________________ 

 

 

10.  CLEARING AND SETTLEMENT OPERATIONS 

 

REGISTERED BY :  ___________________ 

 

TRADE REF.  NO.  : _______________________ 

 

 

 

 

APPROVED BY : ______________________ 

HEAD OPERATIONS &  RISK MANAGEMENT OR DELEGATE 

  

TIME                : __________  DATE:___________ 
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NEGOTIATED LARGE TRADE (NLT) FREQUENTLY ASKED QUESTIONS (FAQ) 

 
 
1. What is NLT? 
 

NLT is an off-market trading facility that allows Trading Participants or their clients to 
arrange and transact orders of defined large size away from Trading System.  
 
 
2. What are the benefits of NLT? 

 
NLT allows large trades to be done at a single price and it minimizes the possible 
price impact and time delays that may occur when transacting orders of large size on 
the exchange.  NLTs also allows for matching of large trades during off-exchange 
hours.  These trades, however, will only be cleared as the following day‟s trades (see 
Q10 below).  

 
 
3. Who can use the facility? 
 
A Trading Participant may use the NLT facility to execute a NLT on behalf of a client 
account, house proprietary account or registered futures trader account.  In executing 
a NLT, a Trading Participant has to comply with section 99(1) of the Capital Markets 
and Services Act 2007 (CMSA) which provides, amongst others, that a Trading 
Participant must not take the other side of its client‟s order unless that client has 
consented to the Trading Participant taking the other side of the order. 

 
 
4. Are there any account restrictions in conducting NLT? 
 
Only separate parties are permitted to conduct NLT. In this context, separate parties 
are defined to be those who have (i) accounts which belong to different beneficial 
owners; or (ii) accounts which are under separate control.  
 
The Trading Participants must undertake all reasonable steps to verify that this 
requirement is met and retain copies of all relevant documentary evidence relied on 
by the Trading Participants in its verification process. 
 

Examples of accounts which are under separate control are: 
- Treasury and Structured Products division of a bank 
- Marketing and Purchasing division of a Refinery 

 
 
5. Can the NLT be conducted at any price? 

 
No, NLTs can only be conducted at a price that falls within the daily price limit of the 
underlying futures contract. This price must be mutually agreed to by the two parties 
to the transaction. For futures contracts that do not have price limits, the NLT trades 
shall be conducted at a fair and reasonable price.  
 
 
6. Do position limits apply for NLT? 

 
The speculative position limits imposed on each futures contract per client or 
Participant as specified in Schedule 3 of the Rules of Bursa Malaysia Derivatives 
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Berhad remain applicable and the positions arising from the NLTs are aggregated 
with the positions established during on-exchange trading. 
 
 
7. Are all BMD derivative contracts eligible for NLT? 

 
The NLT Facility will be made available for these contracts: 
 

 Contract 

1. KLCI Index Futures (FKLI) 

2.  Crude Palm Oil Futures (FCPO) 

3. 3-Month KLIBOR Futures (FKB3) 

4. 5-Year MGS Futures (FMG5) 

 
Contracts may be added or taken out of this list from time to time. 
 
 
8. What is the minimum volume threshold for NLT? 
 

The minimum volume thresholds for the available contracts are: 
 

Contract Contract Month Minimum volume threshold level 
(contract) 

KLCI Futures 
(FKLI) 

 Outright in all contract months 
 Strategies involving all months 
 

 100  
 50 each leg of strategy 

Crude Palm Oil  
Futures (FCPO) 

 Outright in all contract months 
 Strategies involving all months 
 

 200  
 100 each leg of strategy 

3-Month KLIBOR 
Futures (FKB3) 

 Outright in all contract months 
 Strategies involving all months 
 

 200 
 50 each leg of strategy or Strips 

5-Year MGS  
Futures (FMG5) 

 Outright in all contract months 
 Strategies involving all  
 quarterly months 
 

 100 
 50 each leg of strategy 

 
 
9. Will a facility fee be imposed on NLT transactions? 
 

In addition to the current exchange and clearing fees relevant to each contract, there 
will be a facility charge of RM0.20 per contract capped at twice the minimum volume 
threshold. For example, the maximum facility charges for FCPO will be for 400 
(200X2) contracts which is equivalent to RM80. 
 
 
10. What is the process for NLT? 

 
The diagram below shows the trading flow for using the NLT facility. 
 



ANNEXURE 3 
FAQ (NLT) (updated via TP Circular 5/2012) 

 

Page 3 of 5 

 

Client A Client B

Broker 1 Broker 2

DEO

Client A and Client B agrees 
on NLT transaction

Gives order 
to Broker

Gives order 
to Broker

Brokers to prepare and 
submit NLT facility trade 

registration form.

Registration 
of NLT 

transaction
Exchange

Verify

info

DCSO

 
 
 
Procedure 
i)  Client A and Client B agree on the details of the trade including contract, quantity 

and price. 
ii)  Both clients will then inform their respective brokers on the agreed trade. 
iii)  Brokers will report the pending NLT to the Exchange by submitting the NLT 

Facility Trade Registration form to Exchange Operations (EO). 
iv)  EO will submit the NLT Facility Trade Registration form to Risk Management for 

risk evaluation and subsequently to Clearing and Settlement Operations to 
register the NLT in the clearing system. 

v)  EO will then proceed to broadcast the transaction to the market via 
messaging/email. 

 
 
11. How is the NLT reported to the Exchange? 
 
For NLTs executed during exchange trading hours and before the cut off time, the 
broker for the seller and the broker for the buyer are obliged to call DEO after the 
trade has been agreed to notify the Exchange of the terms of trade. The details 
include the contract, price, quantity and counterparty information. After reporting the 
trade, both buyer broker and seller broker will have to fax or email a completed 
official NLT Facility Trade Registration form to DEO for confirmation of the proposed 
transaction. Participants should not submit the proposed NLT to the Exchange for 
validation until all details of the trade have been agreed. 
For the FKLI, FKB3 and FMG5 contracts, the NLT trade registration form needs to 
be sent to DEO latest by 4.00pm to ensure same day trade registration, except when 
the facility is unavailable for expiring contracts. 
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NLTs registration forms received by DEO after 4.00pm shall be processed on the 
next business day as the following day‟s trade. 
 
For the FCPO contract, the NLT trade registration form needs to be sent to DEO 
latest by 5.00pm to ensure same day trade registration, except when the facility is 

unavailable for expiring contracts. 
 
NLTs registration forms received by DEO after 5.00pm shall be processed on the 
next business day as the following day‟s trade. 
 
NLTs transacted during the lunch break shall be processed after the market open for 
the afternoon trading session. 
 
 
12. Can the same Trading Participant do NLT for 2 clients? 
 
Yes, as long as the account requirements for the clients are met as mentioned in Q3. 
 
 
13. Where can I find the NLT registration form? 
 

The registration form can be found on the website using the link as provided below. 
 
http://www.bursamalaysia.com/website/bm/trading/derivatives/NLT/regform.html  
 
 
14. What is the expected timeframe for NLT registration? 
 

During market hours, the whole process should take no more than 1 hour from the 
time of submission of the registration form of the NLT provided that the forms contain 
all the necessary information. 
 
 
15. Are there any periods when NLT is unavailable for certain contracts? 
 

Yes, there are periods where NLT is not available for certain contracts.  
 
For spot month cash settled contracts, which include the KLCI futures, 3-Month 
KLIBOR futures and 5-Year MGS futures, NLT will not be permitted on the last two 
trading days prior to expiry.  
 
For physically delivered spot month contracts like the Crude Palm Oil futures 
contract, NLT will not be permitted once the contract enters the spot month. 
 
 
16. How is the NLT settled? 
 

All NLTs after clearing and settlement are futures positions and will therefore be 
subject to the futures daily settlement price and final settlement prices applicable to 
the regular market. In the event the contract is a physically delivered contract, the 
NLTs will be settled by delivery of the underlying at expiry. 
 
 

http://www.bursamalaysia.com/website/bm/trading/derivatives/NLT/regform.html
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17. Will my NLT transaction be made public? 
 
Only the volume and time of registration of the NLTs shall be made public and will be 
broadcasted via email messaging. 
 
 
18. Will the volume be updated on a real-time basis in the trading system? 
 

The volume will not be updated in the trading system. It will only be reflected at the 
end-of-day market data reporting which is published on the following day. 
 
 
19. Are there instances where the NLT may be rejected? 
 

The NLT may be rejected if it does not comply with the Rules of Bursa Malaysia 
Derivatives Berhad and the Trading Participants‟ Manual.  To illustrate, below are 
some examples of circumstances where a NLT may be rejected: 
 

- Price of the transaction is deemed to be not fair and reasonable. 
- Financial standing of the Clearing Participant and/or end-client if transaction 

results in a negative monetary position. 
- Requirement that only separate parties are permitted to conduct NLT has not 

been met. 
 
 
20. Can the NLT be amended or cancelled once the registration form has been 

submitted? 
 

Before the NLT is registered, the transaction can be amended or cancelled provided 
that both the buyer and the seller mutually agree to do so. Instruction must be 
received from both the counterparties to the NLT. In the event of cancellation, the 
Trading Participants must inform DEO to hold on to the registration and to resubmit 
the original registration form with a note to cancel that is signed by the same 
signatories. 
 
 
21. Can the NLT be mutually cancelled once it has been registered? 
 

The NLT cannot be cancelled once it has been registered. The 2 parties will be 
required to enter into another NLT to reverse the first transaction. 
 
 
22. Can omnibus accounts participate in NLT? 
 

Omnibus accounts can participate in NLT as long as the first level sub-account is 
declared.  
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