Global Accounts on MexDer

Background

On  May 24, 2004, the Ministry of Finance and Public Credit (SHCP) published a resolution in the Official Gazette of the Federation modifying the rules that apply to corporations and trusts that participate in establishing and operating a market for exchange-traded futures and options (the Rules), pursuant to the incorporation of Global Accounts into the regulations.

Principal modifications to the Internal Regulations and the Manual of Policies and Procedures of MexDer

(published May 11, 2005)
Global Accounts

Definition

A Global Account is an account managed by a Trading Member or Clearing Member, in which transactions by one or more clients are recorded according to their individual and anonymous instructions. They are also known commonly as "Omnibus Accounts."

Advantages

With this reform, Members that manage Global Accounts can group their clients into a single account, and Banks and Brokerage firms can manage the portfolios of their derivatives clients more efficiently. 

It also allows foreign financial institutions and their clients to participate more expeditiously in MexDer.

This is a significant change for our market, because it gives it greater depth and liquidity by opening the doors even to foreign institutional investors.

The entry of these participants through a Trader or Clearing Member established in Mexico opens new business opportunities for those who trade on MexDer today, introducing them to a great number of prospective clients.

1. New Participants

Applicants who wish to be admitted as Traders and Clearing Members and also manage Global Accounts must include in their admission application an indication of this intent, and must meet the applicable requirements.

2. Traders and Clearing members

Traders and Clearing Members that intend to manage Global Accounts must present:

· An application directed to the Board of Directors of MexDer.

· A brokerage contract

· Approval by the Clearinghouse to being trading as an administrator of Global Accounts.

3. Foreign Entities

Foreign entities may administer Global Accounts if they meet the following requirements:

· Trade through a previously-authorized Trader or Clearing Member.

· Present an application to the Board of Directors of MexDer, through the Trader or Clearing Member through which they will trade.

· A document issued by the appropriate authorities or institution in their country of origin, accrediting that they trade and/or clear and settle derivatives transactions in one or more markets recognized by the Exchange.

· A statement that they agree to be bound by the rules and provisions issued by the Authorities, the Exchange, and the Clearinghouse.

· Comply strictly with the imposition of disciplinary measures.

4. Safety net

The Rules imply modifications to the Safety Net of Traders that manage Global Accounts as well as that of Clearing Members that manage global accounts, in the event of default by one or more of their clients.

5. Brokerage Contract

The rules establish some new obligations for Traders and Clearing Members that manage Global Accounts, which must be covered by a  contract; this means the current brokerage contract must be amended based on the new Rules.

IV. Foreign Financial Entities.

In accordance with the modifications made to the “Prudential Provisions governing trading” issued by the National Banking and Securities Commission, and particularly with the sixtieth Provision, a chapter is added indicating the requirements that foreign financial entities must meet in order to trade for other parties indirectly, through their brokerage contracts.

The requirements are:

· Trade through a previously-authorized Trader or Clearing Member of MexDer.

· Present an application to the Chief Executive Officer of MexDer, through the Trader or Clearing Member through which they will trade.

· Present a document issued by the appropriate authorities or institution in their country of origin, accrediting that they trade and/or clear and settle derivatives transactions in some market recognized by the Exchange.

· A statement that they agree to be bound by the rules and provisions issued by the Authorities, the Exchange, and the Clearinghouse.
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