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Terms and conditions for the

Futures Contract on Inflation Index 

(UDI)
Futures Contract
(Cash Settlement)
I. PURPOSE

1. Underlying Asset

The Inflation Index (hereinafter, UDI) is an accounting unit that reflects a constant real value.  Since April 4, 1995, the Central Bank (Banco de México) has published the value of the UDI in Mexican pesos for each day in the Official Gazette of the Federation, as follows: a) by the 10th day of each month, at the latest, it publishes the value corresponding to the 11th to the 25th days of the month, inclusive; and b) by the 25th day of each month it publishes the value corresponding to the period from the 26th day of that month to the 10th of the following month,  inclusive. The percentage change in the value of the UDI from the 10th to the 25th of each month shall be equal to the change in the National Consumer Price Index (INPC) of Mexico in the second half of the immediately preceding month.  The change in the value of the UDI from the 25th of the month to the 10th of the following month shall be equal to the change in the INPC in the first half of the former of these two months. To determine the changes in the value of the UDI that correspond to the other days of the publication period, the bi-weekly change in the INPC immediately preceding each of these periods shall be distributed among the number of days included in the publication period, in order to assign a uniform change in the value of the UDI to each of those days.

2. Number of UDIs underlying a Futures Contract.

Each Futures Contract on an UDI stands for 50,000 UDIs.

3. Series

According to their respective Internal Regulations, MexDer and Asigna shall list and keep available for trading various series of the Futures Contract on the UDI on the base of maturity periods of up to five years, with a monthly cycle during the first year and a quarterly cycle for the last four years. 

If the market exhibits a demand for UDI Futures Contracts with maturity dates other than those indicated in the preceding paragraph, MexDer may list new Series for trading.

II. TRADING MECHANISM

1. Ticker symbol
The various series of the UDI Futures Contract shall be identified with a ticker symbol made up of the letters “UDI” and the first letter and first consonant in the name of the maturity month, plus the last two digits of the maturity year, as shown below.

	Ticker Symbol of the UDI Futures Contract
	Ticker Symbol of the Underlying Asset
	Maturity Month
	Maturity Year

	UDI JN00

UDISP00

UDI DC00

UDI MR01

UDI JN01

UDI DC01

UDI JN02

UDI DC02
	UDI

UDI

UDI

UDI

UDI

UDI

UDI

UDI
	JN = June

SP = September 

DC = December

MR = March

JN = June

DC = December 

JN = June

DC =December
	00 = 2000

00 = 2000

00 = 2000

01 = 2001

01 = 2001

01 = 2001

02 = 2002

02 = 2002


2. Quotation unit 

UDI Futures Contracts listed on MexDer shall be listed in units consisting of the value of the UDI multiplied by a factor of 100 (one hundred) and expressed at up to three decimal points.

For example: if the value of the UDI is equivalent to 3.258746 pesos, the contract would be quoted at 325.874 pesos.

3. Tick

Bids presented to enter into a UDI Futures Contract must be made with a minimum fluctuation of one thousandth (0.001) of the Futures price per UDI.
3. Value of the Tick per Futures Contract.

If the value of the change in a tick per Futures contract is .50 pesos, which is obtained from multiplying the tick by the number of units of the underlying asset backing a Contract, as follows:

Value of the Tick = (Size of the Contract) x (Tick)/100

Substituting values, we have:

0.50 pesos = (50,000 UDIs) x (0.001 pesos)/100

4. Means for Trading
The UDI Futures Contract shall be traded through MexDer’s Online Trading System, in accordance with the rules and procedures established in its Regulations, although MexDer reserves the right to establish a different trading mechanism.

Institutions that trade as Market Makers may request the trading-by-phone service, through which they can issue instructions to personnel in MexDer’s trading area to present, withdraw, modify and close bids.

III. TRADING CHARACTERISTICS AND PROCEDURES

1. Maximum daily fluctuation in the futures price
There shall be no limit set on the maximum fluctuation of the Futures Price during a single trading session.

2. Trading hours

The trading hours for UDI Futures Contracts shall be from 07:30 to 14:10 hours, Mexico City time. The trading schedule shall also include the period for trading at the Daily Settlement Price and the auctions held by MexDer in accordance with number (III.3.d) of this attachment.
MexDer shall have the right to establish a different schedule, which would be published in the bulletin with three calendar days before it comes into effect.
3. Trading hours at Daily Settlement Price

MexDer shall calculate the Daily Settlement Price for the close of each trading session, and shall allow trading in the UDI Futures Contract, through the presentation of firm Bids at that price by MexDer Trading and Clearing Members. The period during which MexDer will accept firm Bids to trade at the Daily Settlement Price shall be from 14:40 to 14:50 hours.
4. Last Trading Day and Settlement Date

The last trading day and the Maturity Date of the Series shall be the 10th day of the maturity month; or the business day before that, if that 10th day is a non-business day. During the trading session corresponding to the last trading day, the Clearing Members may perform trades at the settlement price, because this data is known by market participants.

5. Trading new Series
Trading of series with maturity dates different from those established in point I.3, above, or a new Series of the Futures Contract cycle, shall begin on the business day following the date its listing is announced in the market bulletin.
6. Date of Settlement at Maturity
For the purposes of complying with the obligations of Asigna and the Clearing Member with respect to the Client, the Date of Settlement at maturity is the Business Day following the Maturity Date.
IV. DAILY SETTLEMENT AND SETTLEMENT AT MATURITY
1. Settlement at Maturity.

The Client shall perform Settlement at Maturity according to the procedures and terms governing Daily Settlement at Maturity.

2. Daily Settlement.

Clients and Clearing Members must settle the obligations derived from their trades on MexDer, as established in the Brokerage Agreement.

Clearing Members and Asigna shall settle their obligations on a daily basis, as stipulated in the Internal Regulations of Asigna, incorporating in that settlement any profit or loss, re-calculation of Minimum Initial Contributions and the Clearing Fund, accrued interest, and any fees due.

3. Computation of the Daily Settlement Price 

MexDer shall calculate the Daily Settlement Price for each Series, in the order and according to the following methodology:

a) First, the Daily Settlement Price shall be determined by calculating the weighted average of all the prices of Futures Contract trades during the last five minutes of the trading session, by Series, and adjusted to the nearest tick, according to the following formula:
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	Where:
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= Settlement Price of the UDI Futures Contract on day t, rounded off to the nearest tick.

n = number of trades in the last five minutes of the session.

Pi = Price traded in the i-th trade.

Vi = Volume traded in the i-th trade.


b) If there have been no trades during the period established in point (III.3.a), above, the Daily Settlement Price for each Series shall be the volume-weighted average price of firm Bids and/or Asks at the end of the trading session, according to the following formula:
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	Where:
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PL

= Settlement Price of the UDI Futures Contract on day t, rounded off to the nearest tick.
PC = Price of the highest buy firm bid(s) and/or quotation(s)still open at the close

PV = Price of the lowest sell firm bid(s) and/or quotation(s) still open at the close.

VC = Volume of the highest buy firm bid(s) and/or quotation(s) still open at the close.

VV = Volume of the lowest sell firm bid(s) and/or quotation(s) still open at the close.


c) If, at the close of the session, there is not at least one buy and one sell bid open for a Futures Contract with the same Maturity Date, the Daily Settlement Price shall be the futures price agreed upon in the last trade during the trading session.

d) If there have been no trades at all during the trading session for a Futures Contract with the same Maturity Date, the Daily Settlement Price shall be determined through an auction held by MexDer under the terms of its Regulations.

e) If in the auction mentioned in point (III.3.d), above, the highest buy price is lower than the lowest sell price, the Daily Settlement Price shall be the volume-weighted average price of firm Bids and/or Quotations at the end of the trading session, using the formula described in point (III.3.b), above. 

f) If there have been no buy or sell firm bids quotations for the auction mentioned in point (III.3.d), above, the Daily Settlement Price shall be estimated using the yield curve for Cetes (transformed to yield), adjusted by the real rate on UDIBONOS, both supplied by the price, supplied by Valmer (Valuación Operativa y Referencias de Mercado, S.A. de C.V.) multiplied by the value of the UDI corresponding to that day, to generate a theoretical reference, according to the following formula
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=
	Settlement Price of the UDI Futures Contract on day t, rounded off to the nearest tick.
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=
	Value of the UDI on day t, published by the Central Bank in the Official Gazette of the Federation.

	
	                    
[image: image9.wmf]N

M

t

i

,

=
	Rate of yield on Federal Treasury Certificates, observed on day t, for the maturity term of the futures, derived from the yield curve for CETES, published by Valmer (Valuación Operativa y Referencias de Mercado, S.A. de C.V.)
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=
	Equivalent real rate on Udibonos, observed on day t, for the maturity term of the contract, published by Valmer (Valuación Operativa y Referencias de Mercado, S.A. de C.V.)

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

	
	                         t =
	Valuation or settlement day.


Notwithstanding what is stated in points (III.3.a), (III.3.b) and (III.3.c), above, if more than one-third of the Market Makers believe the Settlement Price does not reflect the prevailing price at the close of the session, they may ask the head of the Trading Area to call an auction to determine the Settlement Price, and the head of the Trading Area shall decide whether or not the request is justified. If so, the head of the Trading Area will call an extraordinary auction to determine the Settlement Price, and participants shall be governed by the rules established in MexDer’s Internal Regulations.

Daily Settlement shall be performed on the following Business Day (t+1), using the Daily Settlement Prices of the Business Day (t).

4. Settlement Price at Maturity.

The Settlement Price at Maturity of a UDI Futures Contract shall be the value of the UDI as published by the Central Bank in the Official Gazette of the Federation on the 25th day of the Maturity month, multiplied by a factor of 100 (one hundred) as follows:

PL = UDI x 100

UDI is the value of the Inflation Index (expressed in millionths, 0.000001), published by Banco de México on the 25th day of the Maturity month of the Contract.

For the purposes of Settlement at Maturity, the futures price shall be expressed with four decimal points.
V. LIMIT POSITIONS IN UDI FUTURE CONTRACTS.

1. Limit Positions on Short or Long Positions and on Opposite Position.

The Clearing House establishes limit positions for the UDI Futures Contract, which stipulate the maximum number of Open Contracts the Client may have in a single class. These limit positions are published in the daily (Derivatives Market Indicators) Bulletin.
2. Limit Positions for hedge positions

Clients may open Long and Short Positions exceeding the Position limits established and published by the Clearing House solely for the purpose of creating a risk hedge.

Clearing Members are responsible for verifying that the necessary conditions exist for performing these transactions, and for accrediting to the Clearing House on behalf of their Clients, the existence of positions to be hedged for risk, by the Business Day following that on which the Limit Positions are exceeded, in accordance with the procedures established in the Operating Manual.

According to Asigna’s Regulations, hedge positions shall be understood to mean a Short or Long positions maintained by a Client with the Clearing House as a position that helps to hedge the risk implied in the position a Client maintains in other markets outside of the Exchange and the Clearing House, in Underlying Assets or securities of the same type as the Underlying Asset or other assets with regard to which the hedge position is being taken.

The Clearing House may accept or reject the Client’s hedge position, at its discretion. If the position is rejected, the Clearing Member must ensure that its Client closes out the number of Contracts necessary to comply with the Limit Positions established in number IV.1, above, on the understanding that if it does not do so, it shall be sanctioned in accordance with the Internal Regulations of the Clearing House.
VI. EXTRAORDINARY EVENTS
1. Acts of God or force majeure

When for acts of God or force majeure it is impossible to continue trading UDIs, MexDer and Asigna may suspend or cancel the trading and the clearing and settlement, respectively, of the Contract, and are authorized by their respective Internal Regulations to determine the form of settlement of Contracts that are active at that time, endeavoring at all times to safeguard the rights acquired by the Clients.
2. Contingency situations.

If MexDer declares a contingency situation, both the trading hours and the trading mechanisms may be modified, as established in the Contingency Manuals 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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