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Terms and Conditions for Individual 
Stocks Futures Contract
(Physical Delivery)

I. PURPOPSE.

1. Underlying Asset.  

The Common Stocks and Stocks associated units registered in the National Registry of Securities and listed at the Mexican Stock Exchange hereinafter (BMV) and will be denominated in the successive thing like “Individual Stocks”, whose particular characteristics are specified in the corresponding designated addendum “Specific Contract Terms” which also MexDer will publish in the Derivatives Market Indicators Bulletin hereinafter (“Bulletin”) with five Bank Business days before the trading season start.
2. Number of Underlying Assets on each Contract.

In the addendum of “Specific Contract Terms” will be specified the number of units that a Futures Contract holds in accordance with the particular characteristics of the Stock and the market needs.
3. Contract Listings or Series.

Under the terms of their respective Internal Regulations, MexDer will list and make available for trading different Series of Individual Stock Futures Contracts on a quarterly basis, which consists in having permanently available for its negotiation Futures Contracts with the following maturity dates: March, June, September and December.

If the market demands availability of Individual Stock Futures Contracts with Maturity Dates different from those mentioned in the preceding paragraph, MexDer may list new Series for trading.

II. TRADING MECHANISM
1. Ticker Symbol or Code
The different Series of Individual Stock Futures Contracts will be identified with a Ticker symbol or code that MexDer will include in the addendum of “Specific Contract Terms” and publish in the Bulletin.  It will consist of the first letter and the following consonant of the maturity month and the last two digits of the maturity year.
2. Quotation Unit
The quotation unit of the future price will be expressed in pesos and cents of peso per Underlying Asset unit.

3.  Minimum Future Rate Fluctuation (Tick)
Submittal of quotes for celebrating Contracts will be seen on minimum fluctuations of the future price, according to the following criteria established by the BMV: 

	Stock price

(Mexican Pesos)
	Tick

	Minimum
	Maximum
	

	0.001
	1.000
	0.001

	1.01
	henceforth 
	0.01


Source: Mexican Stock Exchange

The mentioned above in the understood that this table will be modified if the BMV determines it.
Such case, the tick for each future Contract will be specified in the addendum of “Specific Contract Terms” in accordance with the particular characteristics of the Stock and the market needs.
4. Futures Contract Tick Value
The value of an Individual Stock Futures Contract tick is calculated by multiplying a Tick by the number of units of Underlying Asset that a contract hold, according to the following:

Tick value = (Tick) (Contract size)

Example: If the Underlying Asset’s future price were $ 10.00 Mexican Pesos, by substituting values in the formula we have:

1.0 Mexican peso = (0.01 Mexican peso) (100 share certificates)
4. Means for Trading
Individual Stock Futures Contracts will be traded by means of online procedures using MexDer’s Online Trading System, in accordance with the standards and procedures established in MexDer’s Regulations, without detriment to MexDer’s right to establish a different mechanism.

III. CHARACTERISTICS AND TRADING PROCEDURES

1.  Maximum Daily Future Rate Fluctuation
There will be no maximum fluctuation in the Future Rate during a single auction session.

2. Trading Hours
Trading hours for Individual Stock Futures Contract will be Bank Business Days from 7:30 a.m. to 3:00 p.m., Mexico City time.

The above mentioned notwithstanding MexDer’s rights to establish different trading hours, which will be published in the Bulletin at least three Business Days prior to the date they take effect.

3. Last Trading Day and the Maturity Date for the Series
The last trading day and the Maturity Date for each Series of Individual Stock Futures Contract will be specified in the addendum of “Specific Contract Terms” in accordance with the particular characteristics of the Stock and the market needs.
4. Trading New Series
Trading of Series with maturities different from those established in point (I.3) above, will begin the next Bank Business Day after its publication in the (Derivatives Market Indicators) Bulletin. The new Series in the cycle of Futures Contracts according to point (1.3) will begin its trading the following Bank Business Day to the last trading day of the previous Series.

5. Settlement Date on Maturity
The settlement date on maturity for each Individual Stock Futures Contract will be specified in the addendum of “Specific Contract Terms” in accordance with the particular characteristics of the Stock and the market needs.
5. Suspensions
In case the Underlying Asset suspends its quotation on BMV’s equity market, trading of Individual Stock Futures Contracts will be suspended for the same period of time of the equity market.

IV. 
DAILY SETTLEMENT AND SETTLEMENT AT MATURITY
1. Settlement at Maturity.
Clients will carry out the Settlement at Maturity of the liabilities relative to the open Contracts it has, the following Bank Business Day after the Maturity Date.

2. Procedure for Settlement at Maturity.

Clients holding Short Positions will have the obligation to give at the date, time and account indicated by the Clearing Member, the number of shares resulted from multiplying the number of Underlying Assets that a Futures Contract holds by the number of Open Contracts. On the Settlement Date, Clients holding Short Positions will have the right to receive, in the time indicated by the Clearing Member and in the agreed account, the amount resulting from multiplying the Settlement Price at Maturity by the number of Underlying Assets that a Futures Contract holds by the number of Open Contracts.

Clients holding Long Positions will have the obligation to deliver at the date, time and account indicated by the Clearing Member, the amount resulted from multiplying the Settlement Price at Maturity by the number of Underlying Assets that a Futures Contract holds by the number of Open Contracts. On the Settlement Date, Clients holding Long Positions will have the right to receive in the time indicated by the Clearing Member and in the agreed account, the number of shares resulting from multiplying the number of Underlying Assets that a Futures Contract holds by the number of Open Contracts.

3. Daily Settlement
Clients and Clearing Members will carry out the Settlement of their obligations as established in the Brokerage Agreement.

Clearing Members and the Clearinghouse will carry out the daily settlement of their obligations in accordance with Clearinghouse’s Internal Regulations, including in such settlements all profit and loss, restatement of Margins, restatement of the Compensation Fund, accrued interest, and, if applicable, the corresponding fees.

4. Computation of the Daily Settlement Price
At the end of a trading session, MexDer will calculate Daily Settlement Prices for each Series in accordance with the following order of priority and methodology:

a) The Daily Settlement Price, in first instance will be the weighed average of the prices agreed in Futures Contracts trades executed in the last five minutes of the trading session by Series and adjusted to the nearest tick, in accordance with the following formula:
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	Where:
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PL

= Settlement Price of the Futures Contract on the Underlying Asset    on day t, rounded to the nearest tick.

    n = number of trades executed in the last five minutes of auction.

   Pi = Rate negotiated for the ith trade. 

   Vi = Volume traded in the ith trade.


b) If no trades were executed during the period established in point (III.4.a) above, the Daily Settlement Price for each Series will be the volume weighted average of the Firm Bids or Offers at the end of the trading session, applying the following formula:
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	Where:
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PL

= Settlement Price of the Futures Contract on the Underlying Asset on t day, rounded to the nearest tick.

PC = Rate of the highest firm bid quote(s) at closing.

PV = Rate of the lowest firm offer quote(s) at closing.

VC = Volume of the highest firm bid quote(s) at closing.

VV = Volume of the lowest firm offer quote(s) at closing.


c) If, at the close end of the session, there is not at least one bid quote and one offer quote for a Futures Contract with the same Maturity Date, the Daily Settlement Price will be the Future Rate agreed in the last trade executed during the auction session.

d) If, during the auction session mentioned in point (III.4.c) above, no trades were executed the Daily Settlement Price  will be that resulting from the following formula:
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	Where:
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= Settlement Price of the Futures Contract on the Underlying Asset on day t, rounded to the nearest tick.
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= Closing price of the Underlying asset, established by the BMV by the outstanding procedure in the stock market. 


[image: image9.wmf]M

t

i

,

= Interest Rate obtained from the “Zero” Curve of the Interbank Equilibrium Interest Rate (TIIE) which will be given by the Price Vendor hired by MexDer.

M = Number of days to the maturity of the Futures Contract.

t  =  Day of valuation or settlement day.
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VPD

= Present Value of all the cash dividends that are expected to be paid by the issuer between t and M day.


Notwithstanding what is indicated in points (III.3.a), (III.3.b) and (III.3.c), in case that more than one third of the Market Makers consider that the Settlement Price fails to reflect the price prevailing at the end of the session, they may request the Trading Director the Settlement Price to be calculated according to point (III.3.d), the Trading Director shall determine whether the request proceeds or not.

5. Settlement Price at Maturity.

The Settlement Rate at Maturity for a Futures Contract on the Underlying Asset which Series has reached maturity will be equal to the closing price calculated by the BMV, according to the following:

PL = PC

Where:

PL = Settlement Price

PC = Closing Price of the Underlying Asset, determined by the BMV at the Maturity Date of the Contract.

V.  POSITION LIMITS
1.
Position Limits in Short or Long Positions and for Crossed Positions.

The Position Limits established for Individual Stock Futures Contract are the maximum number of Open Contracts in the same class one Client may hold.  Position Limits will be established jointly by MexDer and the Clearinghouse and will be announced in the (Derivatives Market Indicators) Bulletin.

2. Position Limits for Hedging Positions.

Clients may open Long Positions and Short Positions that exceed the Position Limits established in point IV.1 above solely for the purpose of creating a hedging position.

It will be the Clearing Member’s responsibility to verify the existence of the conditions necessary to carry out these trades and proving the existence of Positions eligible for hedging to the Clearinghouse on its Clients’ behalf, no later than the Bank Business Day after the Position Limits are exceeded following the procedures established in the Clearinghouse’s Operating Manual.

In accordance with the Internal Regulations a hedging position will be understood as the Short Position or Long Position a Client maintains in the Clearinghouse which helps hedge risks in a Client’s position in other markets different from the exchange and the Clearinghouse in Underlying Assets or securities of the same type as the Underlying Asset or in other kind of assets on which it is taking the hedging position.

The Clearinghouse will, at its discretion, approve or deny a Client’s request to maintain a hedging position, and in case of rejection the Clearing Member must assure that its Client closes the number of Contracts necessary to comply with the Position Limits established in point (IV.1) above in the understanding that failure to close those Contracts that exceed the Position Limit will be grounds for sanctions under the terms of the Clearinghouse’s Internal Regulations.

VI. ADJUSTMENTS FOR RIGHTS PRACTICE
1. In case the issuer of the Underlying Asset of a Futures Contract decrees cash dividends, the Clearinghouse will make no adjustments on the Futures Contracts.
1.1. Considering a distribution of cash proprietary or capital equities (decree of extraordinary dividends, capital refunds, decrease of share capital, etc) made by the issuer of the Underlying Asset of a Futures Contract, MexDer jointly with the Clearinghouse could make the necessary adjustments for such Future Contract in accordance with the politics that will be published trough the bulletin.   

2.
In case the issuer of the Underlying Asset of a Futures Contract decrees any proprietary or capital equity different to the mentioned in the preceding points or any of the following situations takes place on the issuer of the Underlying Asset: capital enlargement, splits, reverse splits and some others that could give place to adjustments, MexDer jointly with the Clearinghouse will give part to the Clearing Members, Brokers and Clients trough the Bulletin:

a) Changes on the Contract size;

b) The way to make adjustments to the Underlying Asset that give rise to the right, by the Exchange in which the correspondent Underlying Asset is listed;

c) The way in which pertinent modifications are to be made to the settlement prices of the correspondent Series of the immediate preceding Bank Business Day the adjustment takes effect; in its case, to the reference prices for settlement effects, when the adjustment is giving origin to more than one Underlying Asset and correspondent Futures Contracts; the positions to which the open position will have rights previous to the adjustment to take effect; and the new Margin requirements;

d) The way in which adjustments are to be made in Futures Contracts in the Settlement Process.

When the information on the rights decreed by an issuer does not establish the adjustments to be made by the Exchange in which the correspondent Underlying Asset is listed, MexDer jointly with the Clearinghouse, will let know the Clearing Members and the Brokers trough the Bulletin and the media it considers necessary, the available information related to the adjustments established in points b) and c) previous.

When it results impossible to make the correspondent adjustment to the Futures Contracts, the Exchange in coordination with the Clearinghouse may order an anticipated maturity.

3.
Clearing Members must adjust open positions from their Clients, Brokers, Market Makers, Global and its own Accounts accordingly to the positions report delivered by the Clearinghouse, for rights adjustment purposes.

VII. EXTRAORDINARY EVENTS.

1.  Definition of Extraordinary Event.

"Extraordinary Event" shall be understood to mean any which compels the Mexican Stock Exchange to suspend quotation of any of the Underlying Assets of a Futures Contract.  Extraordinary Events do not include the suspension of an Underlying Asset by the BMV in response to price movements that exceed the limits established by that Exchange for a single trading day.

If an Extraordinary Event occurs in relation to an Underlying Asset, the trading of the corresponding Futures Contract shall be suspended.

2. Acts of God or Force Majeure.

When because of Acts of God or Force Majeure, it is impossible to continue trading some Underlying Asset, MexDer and the Clearinghouse may suspend or cancel the trading and the clearing and settlement, respectively, of Futures Contracts, and may, according to their respective Internal Regulations, determine the way in which the Contracts current at that time are to be settled, making an effort at all times to safeguard the rights acquired by the Clients.

When, in the opinion of the Clearinghouse, economic conditions on the Market make physical delivery of the Futures Contracts due and payable on the Settlement Date unadvisable, the Clearinghouse may order that they be settled in cash. In this case, Clearing Members and Clients must accept and, when applicable, pay the cash amount that corresponds to that settlement.

When because of Acts of God or Force Majeure, it is impossible to make the delivery of the Underlying Asset, Clearing Members that are unable to do so shall notify immediately to the Clearinghouse which will adopt the resolution it deems necessary according to the circumstances of that case and its decision shall be obligatory for all the involved Clearing Members. The Clearinghouse may give a postponement of the date of the delivery of the Underlying Assets, as well as to establish different places for the settlement and modifying the settlement process.

3. Contingency Situations.

In the event that MexDer declares a contingency situation, both the trading hours and the trading mechanism may be modified, in accordance with the Contingency Situation Manuals of MexDer and the Clearinghouse.

Specific Contract Terms 

Teléfonos de México, S.A.B. de C.V.
Stocks Futures Contract

(Physical Delivery)
In accordance with the Terms and Conditions for individual Stocks of Futures Contracts, MexDer announces the characteristics of the Teléfonos de México, S.A.B. de C.V.contracts.

1. Underlying Asset.  
The underlying asset will be the representative capital stocks of Teléfonos de México, S.A.B. de C.V., Series L, (Telmex L), Hereinafter the “Stocks”.

2. Number of Underlying Assets on each Contract.

Each Futures Contract holds 100 Shares.
3. Contract Listings or Series.

The Ticker symbol or code of the Stocks Futures Contracts will be shown in accordance with the established in the numeral 1, section II. As shown in the following example:
	Futures Contract 

Ticker Symbol or Code
	Underlying Asset Code
	Maturity Month
	Maturity Year

	TXL  SP06

           TXL DC06

TXL  MR07

           TXL  JN07
	TXL 

TXL 

TXL 

TXL 
	SP = September

DC = December

MR = March

JN = June
	06 = 2006

06 = 2006

07 = 2007

07 = 2007


4. Minimum Future Rate Fluctuation (Tick)

Submittal of quotes for celebrating Contracts will be seen on minimum fluctuations of the future price of $0.01 (Mexican Pesos).

5. Last Trading Day and the Maturity Date for the Series

The last trading day and the Maturity Date for each Series of Individual Stock Futures Contract will be third Friday of the maturity month, or the previous business day in case that Friday is a holiday.
6.  Settlement Date on Maturity

For purposes of discharging obligations assumed by the Clearinghouse (Asigna) and the Clearing Members with their Clients, will be the third Bank Business Day after the Maturity Date.
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.








                                                                                                                Publication date

April 02, 2009
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