Trading a calendar spread between the daily and quarterly future replicates

basis trading. Market on Close (MoC) T+X allows fully automated and operational What are the key benefits?

efficient basis trading via a calendar spread between the daily expiring and
standard target futures.

Flexibility
In a single trade, you can go short the daily and long the quarterly futures, The new Market on Close (MoC) T+X functionality
meaning you have paid the basis and the index close - once the daily leg allows trading MSCI futures as a block trade or via
expires. Everything works using just one product and in the same manner the order book.

as a quarterly roll.
Ease of execution

Just trade the calendar between the daily expiry (T, T+1
or T+2) and the standard quarterly futures you want

to trade based on close and you're done. All this happens
within the same product and not a separate trade for
KEY ARGUMENTS: the basis. No clearing operations are needed to book
from a basis product into the futures.

The new solution is the first of its kind and adds flexibility, reduces operational
efforts, increases the transparency of the basis and mitigates counterparty risk.

[

* Touch the trade only once on the trade date
Reduced operational efforts

I There’s no need for further price confirmations or addi-
tional tasks after the index close is available. This also

* No counterparty risk. All legs are directly in the CCP risk framework means that each trade only needs to be considered once.

This brings the positive side effect that the trade shows

the correct trade date, namely when it was initially agreed.

* Trade entry time is at the time of execution, processed and reported
immediately

@

* Full flexibility of trading channels: on-screen, EnLight or TES.



TRADING OF MSCI FUTURES

Especially for MSCI Futures (because of multiple time zones, -countries, -currencies),
the ways to execute differ:

Risk prices:
Trading in the order book Prices reflect where Market
at a price level, which reflects Makers see the current
the current level of all index value of stocks, even if cash

Two different components markets are currently closed

ways \

to execute Basis Trading: Prices reflect Majority* of MSCI
Trading at a level linked the closing level 4 trading happens here,
to an index close of today, of the individual as liquidity of stocks
tomorrow or the day after markets is higher in closing

auctions

* TES share: FESX ~20% / FDAX <2% / MSCI ~85% (10 February 2025)

MSCI BASIS TRADING AT EUREX

Daily Futures are allowing a fully automated basis trade functionality

Futures = Index + Basis
Quarterly Futures = Daily Futures + Spread between Daily & Quarterly

In order to replicate a basis trade, a calendar spread Example:
is traded between the daily futures and the standard * An end client wants to build a long position
quarterly future in the March 25 MSCI World Index Future
(FMWO)
Calendar trade Index close T+1 o f
between daily P el S As Australia & Japan are already clolsed for the day,
Futures T+1 the daily Futures/ trade should be based on the T+1 index close
(short) and Mar25 Standard contract + A calendar trade between the Daily Future
Future (long) stays . .
(T+1) and the Quarterly Future is traded (= basis).
Index close This can be done as a block trade or via
e the order book
Quarterly is published ) . .
R | byMsCl | + Once the index close of T+1 is available,
. I I —> it is entered by the exchange as Final Settlement
Daily . .
Erne Price for the Daily Future

* At the end, client has paid the basis + the index
close for the standard future

TODAY TODAY +1 TODAY +2




MSCI BASIS TRADING

Eurex T7 GUI
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* Basis Trading works exactly like the quarterly rolls.
It can be done by trading the basis spread (BSPD)
instrument

« It would give you the March Futures, for which
you pay initially the Basis (as shown in the red box)
and later the T+1 index close (once that index
is known)

In the example, you would e.g. buy the Basis
at mid price (-70.0). This would give you a long
position in FMWO MAR25 and a short position
in FMWO T+1, for which you pay the difference
of 70

If the T+1 leg expires, you need to pay it, let's
assume at 12.260. At that point, you only have

the FMWO MAR25 long position for which you paid
in total 70+12.260 =12.330




MSCI BASIS TRADING ON BLOOMBERG

Bloomberg Terminal

4 MSCI W USD NTR SpdG53-H5 Index v | CT v
ZWPG53H5 .0 .0

ZWPG53H5 Index Export

MSCI W USD NTR Spd
Source

.
nge Symbol FMWO

r Vol 0 Aggr Open Int
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Related Functions Menu ¥ ¥ Message
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Display 3B Specific
First ,eg [T~ Length TN -
Q
+
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73.5 15 15 66.5

The logic of the individual tickers is like this:

ZWPG53H5
H5 = Quarterly leg MAR25

ZWP = 3=
Product 3rd day of the month
code (1-9, A-..)

G5 =

Feb 2025

(s. field

“First leg")

* On BBG, one just need to know the product code.
For MSCI World (NTR, USD) Futures that code
is ZWP

* By using that code twice followed by a «D» for Daily,
you would enter ZWPZWPD Index

* When you type CT, you see the available Basis
Spreads

* By choosing one and go the DES, you can confirm
which index close will be delivered on the daily leg

For a full list of all Basis Spread codes, see this link
(please refer to column “AD")



https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.eurex.com%2Fresource%2Fblob%2F140534%2F83c977b5b0ae3bdcffce82d4e1edc924%2Fdata%2Fmsci-specs-vendor-codes.xlsx&wdOrigin=BROWSELINK

BASIS TRADING FOR MSCI FUTURES

Old version versus new version

Old Trading Process New Trading Process

Description Trade is bilaterally agreed, thereafter you need to wait for index Trade is done (in the orderbook) or entered (via TES) Contact
close, do a reconfirmation and a trade entry (1 or 2 days later) in the Calendar instrument (BSPD) ontac
Operational Trade needs to be handled twice Trade needs to be handled only once
Trade date Recorded Trade date 1 or 2 days after trade Trade date matches the day when trade was agreed Philipp Schultze
T +41-43-430-71 26
Trade entry Counterparties need to assure regulatory compliance Trade is entered and processed immediately -
times (15min rule) when trade details are known philipp.schultze@eurex.com

Counterparty Trade is outside CCP until it is entered. Until then, default risk Trade is in the CCP straight away Rachna Mathur

Risk of the counterparty

rachna.mathur@eurex.com
Brokerage fee Brokerage commission needs to be paid No Brokerage commission if traded via order book
Exchange fee One leg (block trade) is charged / typically 0.90 USD Two legs are charged, but at a reduced fee of 0.15 USD Mezhgan Qabool

(order book) or 0.30 USD (block)* mezhgan.qabool@eurex.com

* For the daily leg a cash settlement fee (0.60 USD) would come on top, but in total same exchange fees if traded via order book

Ralf Huesmann
BASIS TRADING T +49-69-211-154 43

. . . ralf.huesmann@eurex.com
Different exchanges, different solutions

Alternative Description Examples Tradetobe Righttrade Counterparty Rebooking
handled date? Risk? necessary?

1 Separate Trade the basis as a separate product * MOC for Euro STOXX50 once no* no yes

product for  and re-book it / transfer position (Eurex) x x

the basis into the standard future after close * BTIC (CME)

is known » TIC+ (ICE US)

2 Book trans- Wait until the index close is known and  « BIC (ICE US) twice no* yes no

action only only enter the Basis trade thereafter * Block trade / TAIC x x x

after close in the standard future (Eurex)
3 Trade basis Trade the calendar of a daily & standard ¢ MSCI Futures once yes

no no
via Calendar future (or two individual legs) (Eurex)
instrument

* Not if Index is only available a day or more later
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Deutsche Borse AG (“DBAG"), Clearstream Banking AG (“Clearstream”), Eurex Frankfurt AG (“Eurex”), Eurex Clearing AG
(“Eurex Clearing”), Eurex Securities Transactions Services GmbH (“Eurex STS") and Eurex Repo GmbH (“Eurex Repo”)
are corporate entities and are registered under German law. Eurex Global Derivatives AG is a corporate entity and
is registered under Swiss law. Clearstream Banking S.A. is a corporate entity and is registered under Luxembourg law.
Eurex Frankfurt AG is the administrating and operating institution of Eurex Deutschland. Eurex Deutschland is in the
following also referred to as the “Eurex Exchange”.

All intellectual property, proprietary and other rights and interests in this publication and the subject matter hereof
(other than certain trademarks and service marks listed below) are owned by DBAG or its affiliates and subsidiaries
or used under authorization by their respective owners, including, without limitation, all patent, registered design, copy-
right, trademark and service mark rights. While reasonable care has been taken in the preparation of this publication
to provide details that are accurate and not misleading at the time of publication DBAG, Clearstream, Eurex, Eurex Clearing,
Eurex Repo as well as the Eurex Exchange and their respective subsidiaries, servants and agents (a) do not make any
representations or warranties regarding the information contained herein, whether express or implied, including without
limitation any implied warranty of merchantability or fitness for a particular purpose or any warranty with respect
to the accuracy, correctness, quality, completeness or timeliness of such information, and (b) shall not be responsible
or liable for any third party’s use of any information contained herein under any circumstances, including, without
limitation, in connection with actual trading or otherwise or for any errors or omissions contained in this publication.

This publication is published for information purposes only and shall not constitute investment advice respectively does
not constitute an offer, solicitation or recommendation to acquire or dispose of any investment or to engage in any
other transaction. This publication is not intended for solicitation purposes but only for use as general information.
All descriptions, examples and calculations contained in this publication are for illustrative purposes only.

Eurex and Eurex Clearing offer services directly to members of the Eurex Exchange respectively to clearing members
of Eurex Clearing. Those who desire to trade any products available on the Eurex market or who desire to offer and
sell any such products to others or who desire to possess a clearing license of Eurex Clearing in order to participate
in the clearing process provided by Eurex Clearing, should consider legal and regulatory requirements of those jurisdictions
relevant to them, as well as the risks associated with such products, before doing so.

Only Eurex derivatives that are CFTC-approved may be traded via direct access in the United States or by United States
persons. A complete, up-to-date list of Eurex derivatives that are CFTC-approved is available at:
https://www.eurex.com/ex-en/rules-regs/eurex-derivatives-us/direct-market-access-from-the-us .

In addition, Eurex representatives and participants may familiarize U.S. Qualified Institutional Buyers (QIBs) and
broker-dealers with certain eligible Eurex equity options and equity index options pursuant to the terms of the SEC's
July 1, 2013 Class No-Action Relief. A complete, up-to-date list of Eurex options that are eligible under the SEC Class

No-Action Relief is available at: https://www.eurex.com/ex-en/rules-regs/eurex-derivatives-us/eurex-options-inthe-us-
for-eligible-customers. Lastly, U.S. QIBs and broker-dealers trading on behalf of QIBs may trade certain single-security
futures and narrow-based security index futures subject to terms and conditions of the SEC's Exchange Act Release
No. 60,194 (June 30, 2009), 74 Fed. Reg. 32,200 (July 7, 2009) and the CFTC's Division of Clearing and Intermediary Over-
sight Advisory Concerning the Offer and Sale of Foreign Security Futures Products to Customers Located in the United
States (June 8, 2010).

Trademarks and Service Marks

BuxI®, DAX®, DivDAX®, eb.rexx®, Eurex®, Eurex Repo®, Strategy Wizard, Euro GC®, FDAX®, FTSE 100, FWB®, GC Pooling®,
GCPI®, MDAX®, ODAX®, SDAX®, TecDAX®, USD GC Pooling®, VDAX®, VDAX-NEW® and Xetra® are registered trademarks
of DBAG or its affiliates and subsidiaries. All MSCI indexes are service marks and the exclusive property of MSCI Barra.
ATX®, ATX® five, CECE® and RDX® are registered trademarks of Vienna Stock Exchange AG. IPD® UK Quarterly Indexes
are registered trademarks of Investment Property Databank Ltd. IPD and have been licensed for the use by Eurex for
derivatives. SLI®, SMI® and SMIM® are registered trademarks of SIX Swiss Exchange AG. The STOXX® indexes, the data
included therein and the trademarks used in the index names are the intellectual property of STOXX Limited and/or its
licensors. Eurex derivatives based on the STOXX® indexes are in no way sponsored, endorsed, sold or promoted by STOXX
and its licensors and neither STOXX nor its licensors shall have any liability with respect thereto. PCS® and Property Claim
Services® are registered trademarks of ISO Services, Inc. Korea Exchange, KRX, KOSPI and KOSPI 200 are registered
trademarks of Korea Exchange Inc. The names of other companies and third-party products may be trademarks or service
marks of their respective owners.

FTSE® is a trade mark of the London Stock Exchange Group companies and is used by FTSE International Limited (“FTSE")
under license. All rights in the FTSE®100 Index (the “Index”) vest in FTSE or its licensors. Neither FTSE nor any of their
affiliates or licensors (a) assumes any liability, losses, damages, expenses or obligations in connection with any derivative
product based on the Index; or (b) accepts any liability for any errors or omissions, fitness for a particular purpose
or the results to be obtained from the use of the Index or related data. No party may rely on the Index or related data
contained in this communication which Index and data is owned by FTSE or their affiliates. No use or distribution of the
Index is permitted without FTSE's express written consent. FTSE does not promote, sponsor or endorse the content
of this communication nor any financial or derivative product that it relates to.

PRIIPs: Eurex Deutschland qualifies as manufacturer of packaged retail and insurance-based investment products (PRI-
IPs) under Regulation (EU) No 1286/2014 on key information documents for packaged retail and insurancebased invest-
ment products (PRIIPs Regulation), and provides key information documents (KIDs) covering PRIIPs traded on Eurex
Deutschland on its website under the following link: https://www.eurex.com/ex-en/rules-regs/priipskids.

In addition, according to Art. 14(1) PRIIPs Regulation the person advising on, or selling, a PRIIP shall provide the KID to
retail investors free of charge.





