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Terms and Conditions for the

2 Year (26x1) interest rate SWAP Futures Contract, 
based on the 28  Day Interbank Equilibrium Interest Rate
I. PURPOSE

1. Underlying Asset

The exchange of transaction flows of fixed rate for floating rate (hereinafter SWAP) at a term of 2 years (26x1) on deposits at 28 days that have as a yield the 28-day Interbank Equilibrium Interest Rate (hereinafter, TIIE), calculated by Banco de México based on quotations presented by multiple-service banks through a mechanism designed to reflect conditions on the peso-denominated money market.  The procedure for calculating this rate is established in Bulletin 2019/95, issued by Banco de México.

2. Face value of a Futures Contract

Each Futures contract on the 2-year TIIE SWAP has a face value of MXN $1’000,000.00 (one million Mexican Pesos 00/100).

3. Series

Under the terms of their respective internal regulations, MexDer and Asigna will list and keep available for trading various Series of the TIIE SWAP Futures Contract with a daily, monthly or quarterly basis up to one year.

If the market demands the availability of SWAP Futures with different Maturity Dates from those indicated in the first paragraph of this point, MexDer may list new Series for trading.

II. TRADING MECHANISM

1. Ticker Symbol or Code
The different Series of the TIIE SWAP Futures Contract will be identified with a ticker symbol or code that will begin with the prefix "02", to which two digits are added to identify the exact day of the month on which the contract matures, plus the first letter and next consonant of the maturity month (in Spanish) and the last two digits of the maturity year (see example below).
	Futures Contract
	 
	 
	 
	 

	Ticker Symbol or Code
	Underlying Asset Code
	Maturity Day
	Maturity Month
	Maturity Year

	0215 EN09
	SWA02
	15 = Day 15
	EN = January
	09 = 2009

	0216 EN09
	SWA02
	16 = Day 16
	EN = January
	09 = 2009

	0217 EN09
	SWA02
	17 = Day 17
	EN = January
	09 = 2009

	 
	 
	 
	 
	 

	0226 FB09
	SWA02
	26 = Day 26
	FB = February
	09 = 2009

	0227 FB09
	SWA02
	27 = Day 27
	FB = February
	09 = 2009

	 
	 
	 
	 
	 

	0230 DC09
	SWA02
	30 = Day 30
	DC = December
	09 = 2009


MexDer may establish any other symbol, which will be published in the bulletin three working days before the new symbol takes effect.
2. Quotation unit

Trades in TIIE SWAP Futures Contracts on MexDer will be quoted in terms of the Future Rate of annualized yield, expressed in percentage points, with three digits after the decimal point.

3. Tick

Submittal of bids and offers to trade 2-year SWAP Futures Contracts must have as the minimum Future Rate fluctuation, a value of half a basis point (0.005) of the annualized percentage yield rate, indicated in point II.2, above.

4. Futures Contract Tick Value 

The tick value of the SWAP Futures Contract is calculated as the change in the price of the 2-year SWAP Futures Contract:

Vp=P2-P1

Where:

Vp = Value of the tick, rounded to two decimal points. Variable according to the annual yield rate of the SWAP Futures traded on MexDer.

P2 y P1 = The prices of SWAP Futures Contracts calculated with a half-basis-point interval in the rate.

The Price of the 2-year SWAP Future Contract is calculated using the following formula:
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Where: 
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P

 = Price of the SWAP Futures Contract rounded to 2 decimal places.
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 = Face Value of the SWAP Futures Contract.
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T

= Fixed Rate published by MexDer in its bulletin, with 2 decimal places.
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 = Future Rate of annualized yield of the 2-year SWAP, at the maturity term of the Futures contract, expressed in percentage terms and rounded to the nearest tick. (Trade Rate, Daily Settlement Rate, or Settlement Rate at Maturity, as the case may be).

The fraction Tf /r is truncated to 8 decimal places.

The time factor (FT) obtained from 28/36000, to make the rate a percentage, is truncated to eight decimal places (FT = 0.00077777).
The expression (1 + r * FT)^-130 = A, is truncated to eight decimal places.
Similarly, the expression (1 - Tf /r) = B, is truncated to 8 decimal places.
The product of A x B is truncated to 8 decimal places.
5. Maximum Daily Future Rate Fluctuation
There is no maximum fluctuation for the Future Rate during a single trading session.
6. Means for Trading

TIIE SWAP Futures Contracts will be traded by means of electronic procedures through MexDer's Electronic Trading System, in accordance with the rules and procedures established in its Regulations, without detriment to MexDer's right to establish a different mechanism.

Banks and brokerage firms that trade as Market Makers or under the liquidity terms and conditions may request telephone trading services which allow them to issue instructions to personnel in MexDer's trading area to submit, withdraw, modify and close bids and offers.

III. TRADING CHARACTERISTICS AND PROCEDURES

1. Trading hours

The trading hours for the TIIE SWAP Futures Contracts will be 7:30 a.m. to 2:15 p.m., Mexico City time.  Also included in these trading hours will be the trading period at the Daily Settlement Rate, and any auction called by MexDer in accordance with number IV.4.d. of this document.

The above without detriment to MexDer's right to establish different trading hours, which shall be published in the Bulletin three Business Days in advance of the date they take effect.

2. Trading hours at Daily Settlement Rate
The Daily Settlement Rate will be calculated by MexDer at the close of each trading session, and will allow for trading in TIIE SWAP Futures Contracts through the submission of firm Bids and Offers from MexDer Clearing Members and Brokers at the Daily Settlement Rate. MexDer shall receive firm Bids and Offers to trade at the Daily Settlement Rate between 2:40 p.m. and 2:50 p.m.

The above without detriment to MexDer's right to establish different trading hours, which shall be published in the Bulletin three Business Days in advance of the date they take effect.

3. Last trading day and Maturity Date of the Series

Where daily maturity is concerned, the last trading day and the maturity date of each Series of TIIE SWAP futures contracts is the date specified in the trading symbol mentioned in clause II.1

For monthly or quarterly maturity, the last trading day and Maturity Date of each TIIE SWAP Futures Contract Series shall be the business day following that on which Banco de México holds the primary auction of government securities in the week that includes the third Wednesday of the maturity month.
4. Trading of new Series

The trading of Series with expiration terms different from those mentioned in point I.3., above, or of a new Series of the Futures Contract cycle, shall begin on the Business Day following the date it is announced through the (Derivatives Market Indicators) Bulletin.

5. Settlement Date at Maturity
For the purpose of performance of the obligations of Asigna and the Clearing Member toward the Client, this date is the Business Day following the Maturity Date.
IV. DAILY SETTLEMENT AND SETTLEMENT AT MATURITY
1. Procedure for Settlement at Maturity
The Client shall make Settlement at Maturity in accordance with the terms and conditions under which Daily Settlement is performed on the Maturity Date.
2. Procedure for the registration of a SWAP replica positions

On the date of maturity all the positions that remain open at the close of the trading session will be registered with the clearing house as replica positions of the structures of the corresponding SWAP payments, maintaining the face value of such positions. The aforementioned registration will be made at the fixed rate resulting from the maturity of a Futures Contract, obtained in accordance with clause IV.5 below.
3. Daily Settlement

Clients and Clearing Members must carry out Daily Settlement of their obligations stemming from their trades executed in MexDer, as established in the Brokerage Contract.

Clearing Members and Asigna must carry out the daily settlement of their obligations as established in Asigna's Internal Regulations, and this settlement shall incorporate, profits and losses, update of Margins (Clearing Fund), accrued interests, and any fees incurred.  

4. Computation of the Daily Settlement Rates.

At the end of a trading session, MexDer shall calculate the Daily Settlement Rate for each Series, in the following order and using the following methodologies:

a) The Daily Settlement Rate shall be calculated first as the rate resulting from the weighted average of all rates traded in transactions involving Futures Contracts during the last five minutes of the trading session, by Series, and adjusted to the closest tick, according to the following formula:
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	Where:
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PL

= Settlement Rate of the TIIE SWAP Futures Contract on day t, rounded to the nearest tick.
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 = number of trades in the last 5 minutes of trading.

P
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 = Rate traded in the i-th transaction.

V
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 = Volume traded in the i-th transaction.


b) If no transactions have taken place during the period mentioned in point (3.a), above, the Daily Settlement Rate for each Series shall be the volume-weighted average rate of firm Bids/Offers and/or Quotations at the end of the trading session, according to the following formula:
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	Where:
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PL

= Settlement Rate of the TIIE Swap Futures Contract on day t, rounded to the nearest tick.


[image: image13.wmf]Pc

 = Rate of the lowest firm bid(s) and/or buy quotation(s) open at the close.
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 = Rate of the highest firm offer(s) and/or sell quotation(s) open at the close.
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= Volume of the lowest firm bid(s) and/or buy quotation(s) open at the close.
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= Volume of the highest firm offer(s) and/or sell quotation(s) open at the close.


c) If, at the close of the session, there is not at least one bid and one offer open for a Futures Contract with the same Maturity Date, the Daily Settlement Rate shall be the future rate agreed upon in the last transaction performed during that trading session.

d) If, during the trading session, there were no trades at all for a Maturity Date of a Futures Contract and if there is open interest for that Series in particular, the Daily Settlement Rate shall be that which results from the auction called by MexDer, under the terms of its regulations.

e) If, in the auction mentioned in point (3.d), above, the lowest rate bid is higher than the highest rate offer, the Daily Settlement Rate shall be the volume-weighted average of the firm bids/offers and/or quotations open at the end of the auction, according to the formula given in point (3.b), above.

f) If no firm bids or offers were received in the auction mentioned in point (3.d), above, the Daily Settlement Rate shall be taken from the Price Vendor that MexDer has engaged for these purposes.

Notwithstanding the content of points (3.a), (3.b), and (3.c), above, if more than one-third of the Market Makers, brokerage firms and banks that trade under the Liquidity Terms and Conditions believe the Settlement Rate does not reflect the rate prevailing at the close of trading, they may ask the Exchange to call an auction to determine the Settlement Rate, and the Exchange will decide whether that request is warranted or not. If the request is accepted, the Exchange will call an extraordinary auction to determine the Settlement Rate, and participants must abide by the rules established in MexDer's Internal Regulations.

The rate obtained as described in this section will be used to calculate the contract price according to the formula mentioned in number II, point 4, of this document.

5. Settlement Rate at Maturity
The Settlement Rate at Maturity for a TIIE Swap Futures Contract shall be calculated by the price vendors that MexDer has engaged for this purpose, based on market information on the 2-year (26x1) TIIE Swaps obtained from the companies that manage systems for facilitating trading in securities authorized by the National Banking and Securities Commission in accordance with the procedure that this Exchange published in its Bulletin.
The rate obtained as described in the preceding paragraph shall be used to:

· Calculate the Settlement Price at Maturity of the Contract, in accordance with the formula mentioned in Number II, point 4 of this document.

· Constitute the positions resulting from the Futures Contract’s Maturity.

V. POSITION LIMITS ON TIIE SWAP FUTURES CONTRACTS

1. Position Limits on Short or Long positions and Opposite positions

The Position Limits established for the TIIE Swap Futures Contract is the maximum number of Open Contracts in one Class that a Client may hold. Position Limits are established jointly by MexDer and the Clearinghouse, and published through the (Derivatives Market Indicators) Bulletin.

2. Position Limits on Hedge Positions

Clients may open Long and Short Positions that exceed the Position Limits established and published by the Clearinghouse, solely for the purpose of creating a risk hedge position.

It is the responsibility of the Clearing Member to verify that the necessary conditions exist for carrying out these transactions, and demonstrating on behalf of their Clients to the Clearinghouse, that the risk hedge positions exist, by the Business Day following that on which the Position Limits are exceeded, in accordance with the procedure established in the Manual of Operating Policies and Procedures of the Clearinghouse.

According to the Regulations, hedge positions shall be understood to mean a Short or Long Position that a Client maintains in the Clearinghouse in order to hedge the risk of a position the Client maintains in a market or markets other than MexDer and the Clearinghouse, in Underlying Assets or securities of the same type as the Underlying Asset or other type of assets on which the hedge position is being taken.

The Clearinghouse may, at its own discretion, accept or reject the Client's request to maintain a hedge position, and if it is rejected, the Clearing Member must ensure that the Client closes the number of Contracts necessary to once again conform to the Position Limits established as mentioned in number V.1, above. If the Contracts that exceed the Position Limit are not closed, the Clearing Member shall be subject to the disciplinary measures described in the Internal Regulations of the Clearinghouse.

VI. EXTRAORDINARY EVENTS

1.  Fortuitous Event or Causes of Force Majeure
When by fortuitous event or causes of force majeure, it is impossible to continue trading the TIIE Swaps, MexDer and Asigna may suspend or cancel trading, clearing and settlement, respectively, in those Contracts, and may under the terms of their respective Internal Regulations, determine the form of settlement for Contracts open at that time, endeavoring at all times to preserve the rights acquired by the Clients.

2. Contingency Situation

If MexDer declares a contingency situation, both the trading hours and the trading mechanism may be modified, in accordance with the Contingency Manual of MexDer and Asigna.













The English version of the Terms and Conditions for Futures Contracts is published for information purposes only and does not constitute legal advice. However, in case of any Interpretation controversy, the Spanish version shall prevail.
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