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1 Basis Trading

EUREX



About Basis Trading

Today, futures trading for MoC in Europe takes place
mainly in the OTC market

= Agreement on the basis (difference between current futures price
minus the current cash index level) occurs mainly in the Inter-Dealer-
Broker market

» Market participants enter the futures trades into the Eurex system
only after the closing level of the index is available

The final futures price has usually two decimal points

» The quotation of the basis in EURO STOXX 50® index futures is
usually between 0.10 and 0.25 ticks, and
* The closing index of the EURO STOXX 50® has 2 decimals

Current way of trading has several drawbacks

= High slippage costs

= No straight-through-processing and higher manual effort
(transactions must be worked at least twice)

= High operational effort on client side

» Risk management possible only after the index close as the
transactions can only be entered into the Eurex system after the
complete price is available

EUREX

MoC transactions have a higher likelihood of slippage
costs as the traded price usually deviates from the
calculated final futures price

= To achieve the exact final futures price, one MoC transaction must be
split into several trades, as the final price is more granular than the
tick size of the index futures

= MoC transactions need to have sufficient size to be able to be split
due to the respective minimum block trade size

= |f the size is not sufficiently large, MoC transactions are entered into
the orderbook to achieve the index close price by averaging around
the time of the index cash close determination

= As aresult, only very large transactions can avoid slippage costs
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MoC Future on Euro
STOXX 50®

EUREX



Product Summary for MoC future (FES1)

Increase efficiency for market participants
= Straight-through-process for market on close transactions to reduce front
office workload
= After the basis has been traded, Eurex will automatically add the index close
level to the agreed basis (initial basis futures price) once the cash market
index close is available

Possible Applications

Hedging/trading of financial instruments

Enhance market transparency and consolidate liquidity of current OTC markets benchmarked against the index close
= Order book trading to offer immediate liquidity and price information Exchange Traded Funds
= Off-book transactions to facilitate bilateral transactions of larger scale Index options and structured products
Key Drivers & - _ _ _ OoTC swap§ ar?d options
] ) Elimination of slippage risk for market on close transactions Cash equitization and balance sheet
Objectives = Smaller tick size of MoC futures to offer more precise pricing management
= Cash market index close level will be offered according to market

conventions

Immediate availability of index futures after settlement
= Delivery of underlying to occur intra-day and will be tradable immediately

Immediate risk management by Eurex Clearing
= MoC trades will immediately after the transaction of the basis be included
into the risk management system of market participants
= CCP to mitigate counterparty risk

EUREX 6
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Product Structure (1/2)

EURO STOXX 50® index futures (FESX)
Additional index futures may be listed at a later stage

Underlying

Execution of the MoC futures will be possible in the order book and via the Eurex Trade Entry Services (e.g. Block Trades)

Own product ID for MoC futures to process non-final trades intraday as not the complete information to determine the futures price of
the underlying futures is available at the time of trading

MoC futures are settled on a daily basis after the cash index close is available (daily futures)

 Up to nine months of the underlying EURO STOXX 50® index futures will be available for MoC transactions

 After the end of the trading day all remaining orders will be deleted

* No trading in MoC futures will be offered on the last trading day of the maturing underlying futures

Trading

Tick sizes EUR 0,10 compared to EUR 1.00 for EURO STOXX 50® index futures

* In the Eurex trading system T7, only the bases will be traded

= The price of the basis may become negative in the Eurex trading system T7

= However, in the Eurex clearing system C7, the price will always be positive due to addition of the previous day index close price
(PDICP) as preliminary

Price quotation
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Product Structure (2/2)
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= For determination of the final settlement price of the MoC futures the traded price of the basis will be added to the official index close
Final settlement * The exact index close value of the EURO STOXX 50® index with two decimals will be used

price » Based on the final settlement price, each transaction in the underlying futures will create a position in the EURO STOXX 50® index
futures and the transaction becomes final

= After conclusion of a transaction in the Eurex MoC futures, a counterparty will be
mandatorily settled into the underlying futures

= Give-up/take-up will be possible at any time

= No close-out transactions will be possible, e.g. two transactions of 100 contracts long and 100 contract short will be individually
settled (netting-out would occur on the underlying futures only)

= Exception will be mistrades which will lead to a cancellation of the transaction of the basis futures

» The price of the opened position of the EURO STOXX 50® index futures will be with two decimals and deviates from the regular tick
size in this index future

Miscellaneous

EUREX 8

Internal



Process Flow

T7 — Trading layer C7 — Clearing and Settlement layer

Previous day

index close price (PDICP): 3,144.60 Index close price: 3,175.44
i o . . Settlement
Trade basis futures @-4.30 Preliminary price: Final price: -~ . in FESX
PDICP + Price basis futures Index close + Price basis futures @

- = 3,175.44 - 4.30 = 3,171.14

3,144.60 - 4.30 = 3,140.30 3,171.14
| Preliminary Trade Finalized Trade
& I >

Day Trade FES1 Day Trades FES1 Day Trades FES1  FESX

Risk Management (using Determination of final

preliminary price) futures price after index
close price is available

EUREX 9

Internal



Contract Specifications

Eurex MoC Futures on Euro STOXX 50® index futures

Description
Underlying futures Euro STOXX 50® index futures (FESX)
Contract size 1 contract

Transaction-based, physical settlement of the Euro STOXX 50% index futures
Settlement occurs from the traded maturity of the FESL1 into the corresponding maturities of the FESX

Settlement

Delivery Intraday delivery into underlying futures (FESX)
Offered contracts First three maturities of the underlying index futures (up to 9 months)*
Tick Size 0.10 index points (represents EUR 1 of the underlying futures) compared to 1.0 index points for FESX

Contract Quotation Price of the basis in index points, and may be positive or negative

Order book: 09:00 — 17:25 CET, including closing auction

Trading Hours TES block trade entry: 09:00 — 17:35 CET

Trading holidays Identical to underlying futures. No trading on the final settlement day of the underling futures

Final Settlement Day Each Trading Day

The Final Settlement Price is established by Eurex on the Final Settlement Day of the contract and is determined as the official closing value of the Euro STOXX 50®
index plus the traded basis price of the Eurex MoC futures

Min. TES Block Trade Size Ks[0Reslir-l08

Final Settlement Price

* FESX has a term of up to 24 months

EUREX 10
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Trading Phases

Timetable

Closing End of Closing
Auction Day Auction

Pre- - Continuous Post-Trade
FEST Trade Trading
Delivery
Post-

Pre-

Opening

Trade

08:5009:00 Orderbook: 17:22 17:25' 18:30

07:30 07:5008:00 22:00 22:03 22:30

TES Block Trade: 17:35 All times CET

EUREX 11
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Your benefits trading Basis Futures at Eurex

Easy Access & Transparency

= Quotation of the basis in +/- index points equal to OTC market offering market standards
= Equal access for all market participants to order book (no minimum size required)

= Higher transparency of the basis price via publicly available order book

= TES Block trading available

= Min block trade size for Eurex MoC Futures on Euro STOXX 50® futures: 500 contracts

Lower Risks & Costs
*= No slippage costs with futures pricing at market standards (Futures: 0.10 index points, Index: 2 decimals)

€l = Lower tracking error for smaller sized orders executed at more accurate prices compared to the usually used average pricing
method around the cash market close

= Lower transaction costs compared to the OTC market
= Immediate risk management by Eurex Clearing CCP will reduce operational risk

Higher Efficiency
/' I = Less transactions and better pricing capabilities reduce the need to split trades in the underlying index futures
ll » Euro STOXX 50 ® Index futures (FESX) immediately available intraday after settlement around 18:30 CET

» Fully automated process compared to current OTC solution with transactions to be processed manually and handled twice (at
time of agreement and after the index close is available)

EUREX 12 16 October 2024
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3 Pricing and Reporting
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Fee & Pricing

Order book 0.00 0.00 0.00
TES Block Trade 0.00 0.00 0.00
Order book 0.32 0.32 0.38
TES Block Trade 0.48 0.48 0.56

EUREX
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Transaction Reporting Requirements

» The transaction reporting requirements for Eurex MoC futures were discussed in the ESMA working group
» BaFin informed Eurex about the results of this discussion and requested to inform Eurex’ clients accordingly
= Eurex understands the transaction reporting requirements for the Basis Futures and the corresponding underlying futures as follows:

Relevant Regulatory
Act

Reporting Requirements at t+1

As only the ‘end of day’-state of a transaction is reported for EMIR Art 9 the transactions of the Basis Futures are not reported at all

EMIR Art. 9 * Thus, only the final state with the underlying futures FESX is reported with the final price (Step 5 next page)

MIFIR (MIFID II) « Transaction of the original Basis Futures (FES1) with final price only (Step 3 next page)
Art. 26 « Settlement transaction of Underlying Futures (FESX) not required
Trading Focus + Please note: original Basis Futures transactions (before Give up) have to be reported with the final price

Reasoning BaFin:

» The buy/sell transaction of a FES1 already creates a binding agreement
» Usage of individual ISINs for both products

« Always original transaction has to be reported for MIFIR

EUREX 15
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Clearing FES1 Full Service Transaction

Final priced
transaction

Preliminary priced
transaction

09.00 CET

~17:50 CET — 18:30 CET

1 Preliminary Priced 2 Booking Out 3 Booking In 4  Booking Out 5 FESX Booking In
Trade
MEMBER ABCFR MEMBER ABCFR MEMBER ABCFR MEMBER ABCFR MEMBER ABCFR
n
g = Product ID: FES1 Product ID: FES1 Product ID: FES1 Product ID: FES1 Product ID: FESX
8 % Tran ID: ABCD Tran ID: ABCD Tran ID: ABCD Tran ID: ABCD Tran ID: ABCD
N~ & SuffixID: 0000 SuffixID: 0001 SuffixID: 0002 SuffixID: 0003 SuffixID: 0004
©) o Transaction Type: 000 Transaction Type: 013 Transaction Type: 013 Transaction Type: 018* || Transaction Type: 018*
Preliminary Price Flag Trade Type 1004**
Column=Y
e Clrd=4 * Clrd= 4 (Preliminary) e TrnsfrRsn=013 e TrnsfrRsn=018 e TrdTyp=1004
(Preliminary) * TrnsfrRsn=013 * TrnsfrRsn=018
* Report Type =1
(Alleged)
*  TrnsfrRsn=000
* Transaction type for transaction based settlement for GUI & Reports, (FIXML) = Transfer Reason
** Trade Type for MoC FESX GUI, Reports & FIXML
3 Reportable FES1 transaction (see slide 11)
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Disclaimer

© Eurex 2020

Deutsche Borse AG (DBAG), Clearstream Banking AG (Clearstream), Eurex Frankfurt AG, Eurex Clearing AG
(Eurex Clearing) 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. Deutsche Boerse Asia Holding Pte. Ltd., Eurex Clearing
Asia Pte. Ltd. and Eurex Exchange Asia Pte. Ltd are corporate entities and are registered under Singapore law.
Eurex Frankfurt AG (Eurex) is the administrating and operating institution of Eurex Deutschland. Eurex Deutschland
is in the following 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 and its affiliates and subsidiaries
including, without limitation, all patent, registered design, copyright, 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 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:
http://www.eurexchange.com/exchange-en/products/eurex-derivatives-us. In addition, Eurex representatives and
participants may familiarise U.S. Qualified Institutional Buyers (QIBs) and broker-dealers with certain eligible Eurex

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:
http://www.eurexchange.com/exchange-en/products/eurex-derivatives-us/eurex-options-in-the-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
Oversight 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®, Eurex Strategy WizardSM, Euro GC Pooling®, FDAX®,
FWB®, GC Pooling®, GCPI®, MDAX®, ODAX®, SDAX®, TecDAX®, USD GC Pooling®, VDAX®, VDAX-NEW® and
Xetra® are registered trademarks of DBAG. 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. Bloomberg Commodity IndexSM and any related sub-indexes are service marks of Bloomberg
L.P. 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. BSE and SENSEX are trademarks/service
marks of Bombay Stock Exchange (BSE) and all rights accruing from the same, statutory or otherwise, wholly vest
with BSE. Any violation of the above would constitute an offence under the laws of India and international treaties
governing the same.

The names of other companies and third party products may be trademarks or service marks of their respective
owners.

Eurex Deutschland qualifies as manufacturer of packaged retail and insurance-based investment products (PRIIPs)
under Regulation (EU) No 1286/2014 on key information documents for packaged retail and insurance-based
investment products (PRIIPs Regulation), and provides key information documents (KIDs) covering PRIIPs traded on
Eurex Deutschland on its website under the following link: http://www.eurexchange.com/exchange-
en/resources/regulations/eu-regulations/priips-kids.

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.
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