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Pakistan Mercantile Exchange
Limited (PMEX)

is Pakistan’s first and only multi-commodity
futures exchange, which is licensed and
regulated by the Securities and Exchange
Commission of Pakistan (SECP). Shareholders
of PMEX include National Bank of Pakistan
(NBP), Pakistan Stock Exchange Limited (PSX),
ISE Towers REIT Management Company
Limited, L5SE Financial Services Limited, Pak
Brunei Investment Company limited,
ZaraiTaragiati Bank limited and Pak Kuwait
Investment Company limited.

The Exchange offers a diverse range of
domestic and international commaodities and
financial futures. With a sophisticated
infrastructure based on state-of-the-art
technology, PMEX provides a complete

suite of services, i.e. trading, clearing and
settlement, custody as well as back office,

all under one roof. PMEX’s international
affiliations include memberships of
Association of Futures Markets (AFM),
Futures Industry Association (FIA) and
Memorandum of Understanding (MoUs) with
Borsa Istanbul, lzmir Commeodity Exchange,
Dubai Gold & Commodity Exchange, Dalian
Commodity Exchange, Iran Mercantile
Exchange and Belarusian Universal
Commodity Exchange.
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only and does not constitute an offer or
solicitation to make an investrment in
Commedity Futures Contracts which carries
risk. Ary views, expressions or opinions
expressed in this docurment are solely for
providing information to readers.
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.1 arket participants such as hedgers,
'\ || investors and traders are the pillars of
¢ U the futures market. They determing
the level of activity in the market by placing
funds for trading, hedging or investing
purposes, thereby contributing towards
enhancing the trading volumes. Therefore,
ensuring the protection of the market
paricipants is very critical for the growth and
development of the futures market in Pakistan.

PMEX fully understands that investor protection
plays a crucial role in enhancing investors’
confidence and contributing to market growth.
Therefore, fo protect the interests of investors
from malpractices and to provide a fair and
transparent futures market, the Exchange has
undertaken various measures since its
inception. These measures have helpad the
Exchange in building trust and empowerment
amongst the market participants. The
measuras taken by the Exchange include, but
are not limited to the following:

Promulgation of Rules and Regulations
Segregation of Broker-Client Funds
Direct Fund Model

Invesior Education

Investor Grievance Redressal

Investor Protection Fund

Settlement Guarantee Fund
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Ower the years, PMEX has been constantly
developing its regulatory framework keeping
investor protection as the main focus of the
regulatory regime. The rules and regulations
have been developed to ensure transparency
in cperations and mitigate risks related to
futures trading. The Exchange closely
monitors the working of its brokers to ensure
that they follow the regulations in letter and
spirit. If any broker violates the rules, the
Exchange takes necessary actions against the
said broker that may include but are not
limited to the issuance of warning letters,
imposition of financial penalties and
suspension of trading rights.

A critical element of risk management at the
Exchange is the segregation of Client and
Broker funds, since the opening of a

customer’s trading account. All broker
positions and funds are always kept
seqgregated from customers’ positions and
funds. This modality ensures that customers’
funds are protected from any
misappropriation/misuse by the broker.

Segregation of funds is a necessary step,
which ensures the integrity of the
broker-customer relationship at the Exchange.
All positions and margins are monitorad in
real-time. Further, all trading accounts must
explicitly fulfill margin requirements
independent of other accounts.

Another key measure for ensuring investor
protection is the introduction of the Direct
Fund Model (DFM). Under this arrangement,
the customers can deposit their margins
directly with the Exchange, as well as, take
withdrawal directly into their bank accounts
without the involvement of broker(s). The
DFM empowers the customers to get
complete control over their funds at all times
and restricts the role of the brokers primarily
to servicing the existing customers and
soliciting new businesses.

vestar Education

For a better understanding of the commodity
futures market, PMEX conducis awareness
sessions for the market participants through
webinars, seminars and workshops. In these
programs, investors are informed about the
futures contracts listed at the Exchange, its
electronic trading system, account opening,
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funds deposits and withdrawal processes, This enables market participants to
make informed decisions while trading futures confracts. Further, the Exchange
also issues trading guidelines on regular basis to create awareness among the
brokers and its customers with regards to their rights and responsibilities.
Investor Grievances

Blinddie o g
Redressal of

PMEX has put in place a robust and comprehensive process for the redressal of
invesiors' complaints against the brokers. In case of any grievance, the aggrieved
party has to lodge a complaint with hisfher broker and try 1o find an amicable
solution. If the broker fails to resolve the matter, the investor can lodge a

complaint against the broker at PMEX.

GCTP Hosts
Webinar Series

lobal Commodity Trading Platform (GCTP),
= a wholly-owned subsidiary of Pakistan
“wo'| Mercantile Exchange has announcad to host
webinar series over the next three months to educate
the commodity producers and sellers across
Pakistan about its upcoming
a-commerce platiorm.
This webinar series is aimed
al crealing awareness about
using an e-commerce
platform for saling
indigenous commaoditias
io the overseas buyers.
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This webinar series offer an
oppartunity to commaodity
sellers and exporters to discover
the digital way of growing their
business worldwide. it comprises of a
ana-hour presentation followed by Q&A

session. The webinars cover the following topics:

o Current ecosystam
« Challenges faced by Pakistani commiodity exporters
¢ Introduction to GCTP, an e-commerce
platform for trading commedities
+ Benefits of saliing commadities at GCTP
« Wision and philosophy behind creation of a
digital platform
» End-to-end trade process through one-window
solution
+ Key responsibilites of a commaodity seller at GCTP
» Universe of listed commodities
« Digital payment machanism

These free of cost webinars are scheduled every
waek on Thursday at 4:00 PM. To bock a seat,
please reach us at es@getp.com.pk.

After a complaint is recelved, the
Exchange takes up the matter with the
concernad broker for its comments and
takes all necessary steps for the
resolution of the matter. The Exchange
also provides an opportunity to the
parties to resolve their issues amicably
and may provide the forum for
discussion. The Exchange role in such
discussion is limited to apprising the
partizs about regulatory requirements or
clarification of technical issues (if any).
In case the dispute is not amicably
settled through mediation, the
disputing parties opl 1o apply for
Arbitration in accordance with the
procedures prescribed under
Chapter 15 of PMEX Rulebook.

investor Protection

Fund (I PF )

The Exchange has established an
Investor Protection Fund (IPF) to
compensate the claims of genuine
and bona fide investors in the eventof a
default of a brokar,

-

ni sUaraniee

Tha Exchanga has also astablished a
Settlernent Guarantee Fund (SGF). This
fund provides a cushion for any residual
risk and operates like a self-insurance
mechanism wherain brokars of the
Exchange themselves contribute to the
fund. In case a broker falls to meet his
settliernent obligations, the fund is utilized
to the extent required for the successiul
completion of the settlement. This has
gliminated the counter-party risk of
trading on the Exchange. The market has
full confidence that settlement shall take
place in time and shall be completed
irrespeciive of default of any broker,




© % oldis generally considered a luxury
dl 'J-q commodity in Pakistan. However, in
%! a broader perspective, it is a strategic
asset for any country that not only gives
protection in fimes of financial turmeil but
also provides a hedge against inflation. In
essence, Gold should be recognized as a
universal currency, a strategic asset and all
efforts should be made to document trading
of this important commaodity. In other words,
Just as foreign currency reserves are handled
meticulously with the utmost caution, Gold
should also get the same importance.

At present, no proper documentation is
available with regards to the current goid
holdings in the country. Similarly, import and
export figures are sither not available or
cannot be authenticated, where available.

Being the only multi-commaodity futures
exchange in the country, PMEX is capable
of playing a significant role in regularizing
the trading of Gold and ensuring its
availability at the retail level. Against this
backdrop, PMEX held discussions with the
Task Force on Gem and Jewellery. This
Task Force has been constituted by Prime
Minister to come up with policy guidelines
in consultation with the relevant
stakeholders.

During the discussions with the PM Task
Force, PMEX explained its proposed
mechanism and the role it can play in
documenting gold trading. Following are
some of the salient points of the
mechanism/proposal:

1. The Gold impaort to be restricted to
PMEX TRE Cerlificate Holders only

2. Importer to be allowed to sell Gold at
PMEX. This will encourage to sale/
purchase of Gold at a regulated platform

3. The central bank should deviss a
procedure enabling the importers to
remit foreign exchange outside of
Pakistan through formal banking
channels

4. Government chargesfiaxes should be
reduced to make the import of gold
through official channels viable

Further, the Exchange highlighted fo the
Task Force that managing trade of this

strategically important precious metal
would lead to myriad benefits. First and
foaremost, it will help in widening the tax net.
The added advantage will be the creation
of a trail for the movement of Gold and
cash. Secondly, investors will get 100%
genuine product. it will become readily
acceptable collateral for lending by financial
institutions. Lastly, it will help in the
creation of full-fladged Gold-backed
investment industry.

PMEX is confident that prudent
management of the gold trade would go a
long way in improving the financial standing
and creditworthiness of Pakistan.



FIVICA 1O Introduce Unline Account Upening

““I™ he severe condition that the country has faced during the last one year due to COVID has
increased the awareness that access to markets should be digitalized with minimum
human interaction. The Exchange is fully cognizant that digitalization can greatly reduce

the barrier of entry for retail investors. Therefore, PMEX is focusing on streamlining the account

opening procedure for investors through digital customer onbearding. The Exchange is working
in collaboration with National Clearing Company of Pakistan Limited (NCCPL) to introduce

Online Account Opening. This facility will allow the investors to open their accounts with clicks

of a few buttons from anywhere in the country and without submitfing any documents physically

or visiting the office of the brokers in person.

The client will open an online account with a registered PMEX broker in the following easy steps:

PMEX Opts for Jazz
Cloud Services

“1" he security and platform availability are the

H faremost concerns when trading online due to

an increased threat of cyber-attacks. At PMEX,

the focus remains on the security of its applications,
trading platform, and infrastructure. The Exchange
endeavors to ensure its business continuity and
application resiliency all year round for seamless
market operations.

Against this backdrop, PMEX has
opted for Garaj, cloud services
powered by Jazz. This resilient
hosting platform solution is
equipped with multiple
layers of protection and
policy-driven backup to
ensure critical data security
against all types of
cyber-attacks. This service
includes bandwidth filtration
from malware and DDoS
aftacks, Web Application
Firewall (WAF) and
Endpoint Detection and

Response (EDR).

The Exchange is confident that Jazz cloud sernvices
will help in strengthening its security and services
infrastructure. It will also aid in business growth by
increasing the customers’ frust in trading futuras at
PMEX. It will also save the Exchange from any
potential losses in case of a security breach.
Furthermore, it will ensure cperational confinuity of the
Exchange without affecting the application
performance and end-user experience.

Slepd i The client will log on to the
website of the registered PMEX broker of
his choice and register by clicking Digital
Account Opening section

Step#2: The client will receive One Time
Password (OTF) through email. After
entering OTP, the client will fill the account
opening form, agree with the terms and
conditions, attach the scan of supporting
documents listed on the page and submit.

Slep#d: The information provided by the
client will be forwarded to the concemed
broker for verification. After verifying the
data, the broker will transmit the client’s
information to NCCPL for
authentication of UIN, IBAN and
KYC/CKO related information.

Slep#4: Once the
information is authenticated,
the client will be informed
through SMS/email alert about
the opening of the account.
experience that will boost
the confidence of the retail
investors, encourage the use of
technolegy and foster financial inclusion.
It is expected that this initiative would
revolutionize trading of the commodity
futures in Pakistan and contribute

significantly to the economic growth of
the country.

The new online account
opening facility will provide
a secure, fast and
seamless customer

=|3571Nd



n year 2020 PMEX introduced Direct Fund

Model (DFM) to empower the customers to
© get complete control of their assets at all
times and restrict the role of the brokers
primarily to servicing the existing customers and
soliciting new businesses. Under DFM, the
Exchange directly coliects funds from customers
as well as transfers funds to their bank accounts
without the involvement of broker(s). However,
few activities are performed manually due to
which funds collection becomes time-consuming
and cumbersome at times.

To provide a fast and frictionless customer
experience, PMEX is working to fully automate

OITidLe UIe(

With MCE online funds transfer facility,
customers will enjoy the following benefits:

» Fast and secure funds transfer

» Reduce time of funds verification and
posting

& Direct funds posting to broker / client

ledger account
& |Immediate funds utilization for trading

The Exchange is confident that the fully
automated DFM will enhance the
customers’ experience and boost their
confidence to trade commodity futures

at its regulated platform. The fully automated

DFM and introduce a more robust onling funds
transfer facility in collaboration with MCB Bank.

DFM is expected go live in the first half
of FY22.

% /] r. Sharig Vohra, President, Karachi Chamber of
% 0| Commerce & Industry (KCCI), visited Pakistan Mercantile

"
1

. ¥ | Exchange Limited (PMEX) office to explore ways of
mutual cooparation.

Mr. Ejaz Ali Shah, Managing Director PMEX welcomed Mr. Vohra
and briefed him about the role being playad by the Exchange in
developing a vibrant futures market in Pakistan.

Mr. Shah also briefed Mr. Vohra
about upcoming e-commsarce
platform, Global Commadity Trading
Platiorm (GCTP), a wholly owned
subsidiary of PMEX. This digital
platform will allow the Pakistani
commaodity sellers to sell their
produce to global buyers with a click
of a few buttons. GCTP facilitates
an end-to-end trade process
through one-window solution. It will
act as a catalyst in increasing the
exports of the country manifold. At
presant GCTP is in the final stage of its development and will be
unveiled soon.

Mr. Viohra thanksd Mr. Shah for the detailed briefing on PMEX and
its upcoming initiative. He expressad the hope that GCTP has the
full potential to help the commodity sellers across Pakistan to grow
their business worldwide thereby boosting the exports of Pakistan.
He also assured the best support of the Chamber fo PMEX in its
futures endeavors.



“y MEX has a robust risk management framewaork that provides the
== structure for clear risk pclicies, processes and internal control
i mechanisms to manage, assass and mitigate the risks posed to the
Exchange. The framework includes auto fliquidation of trades, pre-trade
verification, Value at Risk (VaR) based client-level margining, segregations
of funds, mark-to-market, clearing deposit, position limit and price limit.

In this issue, we have talked about the most commonly applied measure,
Auto Liquidation. In the subsequent issues, we will discuss other risk
mitigation measures put in place by the Exchange.

To minimize the risk of debit balance, all clients trading in cash-settled
contracts are subject to Auto Liguidation (AL). It is a functionality that
initiates the automatic closure of existing positions upon breach of a certain
defined threshold.

This functionality has been implemented to ensure that losses do not exceed
the value of the set margins. Extraordinary market movements can occur
during a trading day which may result in excessive losses. The level of AL is

set as a percentage of the initial margin and can be changed by the
Exchange in view of forecasted risk impact. Once the level of funds reaches
this point for any trader’s account, the system would square off positions
automatically to reduce exposure and mitigate any further risk. The AL level
is uniform for all the commaodities. The current AL threshold value has been
set at 209 of initial margins by the Exchange. However, the broker(s) may
set their own AL threshold over and above the level set by the Exchange.

When AL is triggered, the system automatically performs the following
actions to remove pending orders and close out the open positions:

@ The customer's pending orders that are currently not in the process of
execution are analyzed.

@ An order requiring the greatest amount of margin is removed.

& [If Equity (or Margin level, depending on how the AL level is determined) is

still under the AL level, the next order is deleted. Orders with no margin

requirements are not deleted.

If Equity (or Margin level) is still under the AL level, the server closes a

position with the largest loss.

@ Positions are closed until Equity (or Margin level) becomes higher than
the AL level.

L]
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Circulars and Notifications

July 01, 2021

All brokers were informed that there would be an early market
closure on Monday, July 05, 2021 due to the observance of the
independence Day in the United States.

July 19, 2021

All market participants were informed that the Exchange would
remain open for the trading of international commaodities during
Eid-ul-Adha holidays from July 20, 2021 to July 22, 2021.
However, the market would remain closed for all the local
commaodities.

July 19, 2021

The Securities & Exchange Commission of Pakistan (SECF)
vide its circular No. 22 of 2021 dated July 19, 2021 advised
PMEX to ensure all its employees and their families get Corona

vaccine administered and submit a compliance report by August
31, 2021.

August 16, 2021

All market participants were informed that the Exchange would
remain open for the trading of international commaodities during
Ashura holidays on August 18 and August 19, 2021. However,
the market would remain closed for all local commodities.

September 02, 2021

All market participants were informed about an early market
closure on Monday, September 06, 2021 due to observance of
Labor Day Holiday in the United States.

September 16, 2021

All the brokers were reminded to submit bi-annual report
regarding compliance that the Branch Office(s) is/are in
compliance with the applicable regulations of the Commission.

To learn more about the aforementioned circulars &
nofifications, log onto www.pmex.com.pk.
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TOP TEN BROKERS

July — Sept 2021

Based on Traded Coniracis Based on Traded Value

1 H.G Markets (Pvt.) Limited H.G Markets (Pvi.) Limited
2 Arif Habib Commodities (Pvt.) Limited Royal Securities (Pvt.) Limited
3 Enrichers (Pvi.) Limited A.A. Gold Commaodities (Pvt.) Limited
4 Blink Capital Management (Pvt) Limited Khawaja Securities (Pvt.) Limited
5 A.A. Gold Commodities (Pvt) Limited Enrichers (Pvt.) Limited
§ Khawaja Securities (Pvt) Limited Askari Securities Limited
7 Zahid Latif Khan Securities (Pvi.) Limited Blink Capital Management (Pvi.) Limited
Trust Securities & Brokerage Limited Arif Habib Commodities (Pvt.) Limited
8 JS Global Capital Limited Trust Securities & Brokerage Limited
10 Askari Securities Limited ‘Zahid Latif Khan Securities (Pvt) Limited
Total contracts
traded
h 4
683,806
Total Rupee
Valus Traded
. 4
859.109
billion
MNumber of
active Brokers
v

45
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TRADED VOLUME
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B Traded Volume in Billlons I Traded Lots In Thousands

VOLUME OF MAJOR COMMODITIES
in PKR Billionz
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Price Trend of Commodities
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