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YOUR FUTURES EXCHANGE, THE EXCHANGE OF THE FUTURE



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,
LSE 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
commodities 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

Pakistan Mercantile
Exchange Limited (PMEX)

Head Office

3B, 3rd Floor, Bahria Complex IV
Ch.Khalique-uz-Zaman Road Gizri
Karachi-75600, Pakistan.

Islamabad Office

Office No. G-9 (B), ISE Towers
Jinnah Avenue, Blue Area
Islamabad, Pakistan.

Lahore Office

Office # 01, P2 Floor, Ali Tower
105-B2, M.M Alam Road, Gulberg 3
Lahore, Pakistan.

Karachi: +92-21-111-623-623
Islamabad: +92-311-2796059
Lahore: +92-311-2796018
FAX: +92-21-35155022
E-MAIL: info@pmex.com.pk
WEB: www.pmex.com.pk

Disclaimer

This newsletter is for information purpose only and
does not constitute an offer or solicitation to make
an investment in Commodity Futures Contracts
which carries risk. Any views, expressions or
opinions expressed in this document are solely for
providing information to readers.

affiliations include Memberships of
Association of Futures Markets (AFM),
Hungary & Futures Industry Association
(FIA), USA and Memorandum of
Understanding (MoUs) with Borsa
Istanbul, lzmir Commodity Exchange,
Dubai Gold & Commeodity Exchange
and lran Mercantile Exchange.
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PMEX announced the listing of physically deliverable
weekly futures contracts of Wheat and cash settled
futures contracts of Natural Gas and Platinum in two
different denominations. The Wheat Weekly Futures
Contracts were made available for trading on May 09,
2017 while Natural Gas and Platinum contracts were
up for trading from May 23, 2017.

These new products have broaden PMEX range of
offerings. At present, the Exchange offers 14
commodities with 23 different denominations under
four main asset classes: metal, agriculture, energy and
financial futures.

“The launch of new contracts of Wheat, Platinum and
Natural Gas demonstrates PMEX's continued
commitment to introduce new products that are relevant
to Pakistan market in order to increase the depth of the
market and further improve retail presence” said Mr. Ejaz
Ali Shah, Managing Director, PMEX. “The Exchange is
thankful to the Securities & Exchange Commission of
Pakistan (SECP) for its continued patronage and trust.
The diversified product range available to market
participants today would not have been possible without
the visionary resolve of the SECP"

The Exchange is confident that with the introduction of
these new products, brokers will be able to cater to a
wider market segment while investors will have a wider
choice of commodities to diversify their investment
portfolio. Going forward, to further enhance the
product offering, PMEX plans to launch Aluminium and
Zinc soon.

T

The Natural Gas contracts are being offered in 1,000 and
10,000 mmbtu denominations, whereas Platinum
contracts are being offered in 5 and 50 troy ounces
denominations. Additionally, the price quotation for both
contracts is in USD, however, margins are paid in PKR.

These new contracts will provide an opportunity to the
market participants to trade and hedge against the price
volatility risk in an efficient and convenient manner.




PMEX Platinum Futures Contracts Specifications

Trading Hours 05:00 am to 02:00 am PST
Trading Day Monday to Friday
Unit of Trading 50z &50 Oz
Trading System i' PMEX ETS

Price Quotation

US Dollars and Cents per troy ounce

Tick size / Minimum Fluctuation ‘

USD 0.10 per troy ounce or as specified by the Exchange

PMEX Natural Gas Futures Contract Specifications

Trading Hours 05:00 am to 02:00 am PST
Trading Day Monday to Friday
Unit of Trading 1,000 & 10,000 mmbtu

Trading System

PMEX ETS

Price Quotation

US $ per mmbtu up to four decimal places

Tick size / Minimum Fluctuation

$0.001 per mmbtu or as specified by the Exchange

Tick Value

Wheat Weekly Futures Contracts

The Wheat Weekly Futures Contracts marks the listing
of third agricultural commodity at PMEX's electronic
trading platform within the last two years after red chilli
and super basmati paddy rice. The key feature of these
products is compulsory delivery.

The trading of Wheat at PMEX will provide an
opportunity to the buyers to procure quality certified
product as per contract specifications in an efficient
and transparent manner. It will also help farmers to get
better price and timely payment of their produce sold.

$0.10

To launch Wheat, the Exchange collaborated with
SGS Pakistan for grading & quality certification and
Pakistan Agriculture Coalition (PAC) for farmers’
awareness & trade facilitation to ensure the
increased participation of farmers at the Exchange.
The listed contracts are based on district
Sheikhupura/Muridke, the major wheat growing
districts of Punjab. Furthermore, on a similar pattern
as red chilli, listing of these contracts will pave the
way for collateralized lending by banks against
warehouse receipt instead of land papers for which
the Exchange is working with Habib Bank Limited.

?{{é
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Grade A+ Grade A
Protein 13% Min 12% Min
Moisture 11% Max 12% Max
Broken kernels 1% Max 1% Max
Foreign Matter (Non edible) 1% Max 3% Max
Dry gluten 10% Min 9% Min
Wet gluten 30% Min 27% Min
Falling number/sec 300-400 300-400
Other food grains 2% Max 3% Max
Insect damaged grains 0.5% Max 0.5% Max
Sound grains 95% Min 90% Min
1000 kernel wt. 45 gm Min 42 gm Min
Sedimentation 55 ml Min 45 ml Min

PMEX has appointed Meezan Bank, Pakistan’s first and
the largest Islamic bank, as a shariah advisor under the
guidance of Dr. Muhammad Imran Usmani. At present, Dr.
Usmani is Shariah Advisor and Group Head of the Product
Development & Shariah Compliance Department at
Meezan Bank. He is responsible for R&D and Product
Development of Islamic banking products, advisory for
Shariah-compliant banking and supervision of Shariah
Audit & Compliance.

Dr. Usmani is an Executive Committee Member of AAOIFI
(Dubai) and Shariah Supervisory Board of International
Islamic Financial Market (IIFM) Bahrain, International
Centre for Education in Islamic Finance (INCEIF) Malaysia,
Institute of Business Administration (IBA), Karachi and
Centre for Islamic Economics (CIE), Karachi.

Under his able guidance, PMEX has taken the initiative to
offer a Sharia Compliant Trading Platform whereby Islamic
financial institutions (IFIs) will be able to execute Murabaha
contract online in an efficient, transparent and convenient
manner using High Speed Diesel (HSD) as an underlying
commodity. This product will facilitate IFls to deploy
liquidity in a convenient and efficient manner with utmost
Shariah compliance. This product will also facilitate IFls to
develop consumer financing products.

The contract meets key requirements of Shariah i.e.
abundant  supply, certified quality standards,
non-perishable nature and adequate infrastructure for the
storage & handling and price transparency. Currently, the
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contract is under review with State Bank of Pakistan and
Securities Exchange Commission of Pakistan and will be
introduced as soon as regulatory approval is granted.

The Exchange is confident that Murabaha will be the game
changer for the Islamic banks. This product will greatly
strengthen the Islamic financial sector of Pakistan by
bringing them at par with commercial banks with regards
to efficient deployment of liquidity, thus becoming an
industry benchmark and the first choice for the IFls. PMEX
plans to achieve Sharia compliance for all the products
being offered on its trading platform under the guidance of
Dr. Usmani in future.

The Premier Islamie Bank



Pakistan is among the world’s top five largest cotton
producing countries. Textiles is the largest industry
of the country and its share in total exports is above
60 percent. However, Pakistan’s share in global
trade of textiles is less than 3 percent. This low share
can be attributed to a number of factors that include,
uncertainty about yearly crop size, volatility of prices
during the trade season and non-availability of the
hedging platform.

PMEX in the recent past has listed deliverable
contracts of Red Chilli, Basmati Paddy Rice and
Wheat. With the help of value chain partners and
patronage of SECP, PMEX has succeeded in bringing
the trade of agricultural commodities at its electronic
trading platform. In the same stride, PMEX aims to
bring cotton on its trading platform so that the cotton
industry can hedge price risk of cotton.

In this regard, PMEX held various meetings with the
key stakeholders such as All Pakistan Textile Mill
Association (APTMA), Karachi Cotton Association
(KCA), Pakistan Cotton Ginner Association (PCGA)
and Ministry of Textile.

At present, the Ministry of Textile is leading
discussions on formation of a working group to
develop the contract specifications and operational
dynamics of trading cotton at the Exchange. Once
the consensus is developed among all the market
participants, these specifications will be sent to
Securities and Exchange Commission of Pakistan
for its formal approval.

PMEX is confident that with the availability of cotton
contracts at PMEX, a new era will commence in
trading and hedging of cotton. Price discovery and
transparent trading of cotton will improve the
income of growers and ensure timely delivery of
certified quality cotton to traders and consumers.

N/
Y
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L&C 2017

39th Annual Law & Compliance Division Conference
May 3-5, 2017 | Washington, DC

Futures Industry Association (FIA), the leading global
trade organization for the futures, options and
centrally cleared derivatives markets, holds a range
of events throughout the year. These events are
designed to bring the industry together to discuss
current issues, update delegates on industry
developments and provide specialist presentations
of interest to both regional and global audiences.

This year, the FIA Law & Compliance Division
organized its 39th Annual Law & Compliance
Conference on the Regulation of Futures, Derivatives
and Over-the-counter (OTC) Products from May 3-5,
2017 in Washington, DC. Mr. Ejaz Ali Shah,
Managing Director, PMEX, represented the
Exchange at the Conference. The event provided the
Exchange an opportunity to learn about the legal and

regulatory issues impacting the derivatives industry,
identify best practices and practical considerations
for developing effective compliance strategies and
network with FIA members, partner organizations
and market participants.

In this two-day conference, leading experts
delivered tailored presentations about diverge
range of regulatory developments and their
practical implications. The key topics discussed
during the conference included: 1) European
Regulations and Brexit, 2) New U.S.
Administration Impact, 3) Bankruptcy and
Customer Protection, 4) Automated Trading and
Regulation, 5) End-User Compliance, 6)
Aggregation and Position Limits and 7)
Cross-Border Rules.

PMEX is committed to providing a safe, secure and healthy environment to all its employees.

To raise the level of awareness among the employees about fire safety and security
procedures at workplace, PMEX successfully conducted a mock fire evacuation drill on
April 19, 2017. The emergency response team timely and orderly evacuated the office
premises using the four emergencies exits and led all employees to designated assembly

point. After assembling at a the designated point, the security coordinator briefed the
employees about various types of fires, their causes and safety measures along with the

demonstration of safe use of fire extinguishers.

FIRE DRILL

The Exchange is confident that such exercises will strengthen its ability to better handle

emergency situations.

4



PMEX participated in Faculty Development
Programs (FDP) held in Karachi, Lahore and
Islamabad. These programs were organized by
Securities and Exchange Commission of Pakistan
(SECP) in collaboration with the Higher Education
Commission (HEC) and the World Bank Group.

The two-day event in three cities brought together
more than 100 management science academics
from various reputable institutions. The objective
of these programs was to raise awareness about
the areas being regulated by the SECP and the
product suite available to investors for making
legitimate and safe investments.

The Kkey topic discussed during the events
included equity and capital market, debt and bond
market, commodity market, mutual funds and
voluntary pension system, REITS, microfinance,
investment banking, SECP’s enforcement regime,
investor grievance handling and Islamic finance.

At the event, PMEX held an interactive session
on Commodity Markets and briefed the audience
about the Exchange’s business model,
technology infrastructure along with existing and
upcoming products.

PMEX appreciates SECP’s initiative, and remains
committed to providing active and continued
support in creating financial awareness among the
academic sector through such events.

To develop a vibrant commodity futures market in
Pakistan, PMEX actively conducts awareness
programs. These programs includes training
workshops, seminars, presentations, roadshows
and participation in events.

During April-June 2017 quarter, PMEX held an
awareness session at Shaheed Zulfikar Ali Bhutto
Institute of Science and Technology (SZABIST).
PMEX Islamabad office also arranged interactive
sessions for the students and faculty members of
CECOS University of Information and Emerging
Sciences Peshawar and Qurtaba University
Peshawar at its premises.

These sessions opened with screening of PMEX
corporate documentary  followed by a
comprehensive presentation about the Exchange’s
integrated business model, technology infrastructure
and existing and upcoming products. The session
was concluded after an interactive Q8A session.

The participants expressed keen interest in trading
at the Exchange. To get hands on experience,
students and teachers were invited to open demo
trading account, which is a replica of the actual
trading system offered by the Exchange.

N/
Y
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The commodity futures market in Pakistan has
witnessed rapid growth since 2007. During the last
10 years, there have been regulatory, structural and
operational changes in the commodity futures
market. The objective of these changes is to bring
efficiency, enhance transparency, prevent unfair
trade practices and align Pakistan’s commodity
futures market with international best practices.

I

1. Verify the authenticity of a Broker and its
branches from the list of registered brokers
from PMEX website
(http://www.pmex.com.pk/investor/registere
d-broker.php.)

2. Carefully read and understand the
terms & conditions along-with Risk
Disclosure Document

3. Ensure that all information is accurately
filled in the Account Opening Form and a
signed copy of the form is retained for
future reference

4. In case of Discretionary Trading Authority
given to Broker, ensure thorough review of
the Discretionary Trading Guidelines
available on the website of PMEX

5. Ask your Broker to activate your
login credentials

6. Only make payments through banking
channel (online banking, cross cheque, pay
order, etc. in the name of the Broker) and
obtain payment receipt

7. \Verify that payments are allocated in your
trading account maintained by the Broker
in PMEX

8. Ensure that Broker sends daily, weekly,
monthly account balance & activity
statements to know the trade activity & cash
balances in the trading account

9. Ensure that Broker sends SMS alerts for
trades and cash movement in the
trading account

10. Approach PMEX in case of any complaint
that remains unresolved by the Broker

b

5. Do not get misled by

To achieve the above objective, PMEX, a
Self-Regulatory Organization (SRO), prescribes
guidelines for its Brokers and their clients form time
to time. In the last issue, we covered the guidelines
for Brokers and in this issue we have featured
guidelines for the clients of Commodity Futures
Brokers:

1Ll 1

Do not deal with Brokers or their branches
not registered with PMEX

2. Do not give wrong, contradictory or

incomplete information in the Account
Opening Form

3. Do not issue cross cheque, pay order,

demand draft in the name of any authorized
representatives of the Broker

4. Do not deal in cash with any Broker or their

authorized representatives over and above
the prescribed limit of Rs. 25,000.

alluring
advertisements, rumors, hot tips or the
promises of assured returns by the Brokers
or their authorized representatives

6. Do not give discretionary authority to Brokers

to make ‘sale’ and ‘purchase’ decisions
without understanding the associated risks

7. Do not share personal id and password

provided by the Exchange with the Brokers
or their authorized representatives

8. Do not surrender the right of receiving cash &

trade balances reports via email and SMS

9. Do not start trading before reading and

understanding the Risk Disclosure Document
provided by PMEX



Total Contracts Traded: 81 2,564 I Total Rupee Value Traded: 256.948 billion INumbsr of Active Brokers: 61

Cash Settled Contracts

Ranking Based on Traded Contracts Based on Traded Value

1 H.G Markets (Pvt.) Limited H.G Markets (Pvt.) Limited

2 Arsh Commodities (Pvt.) Limited Arif Habib Commodities (Pvt.) Limited
3 Arif Habib Commodities (Pvt.) Limited Arsh Commodities (Pvt.) Limited

4 JS Global Capital Limited JS Global Capital Limited

5 Murtaza Trading Grid (Pvt.) Limited Enrichers (Pvt.) Limited

6 Enrichers (Pvt.) Limited Jahanzeb

7 Jahanzeb Murtaza Trading Grid (Pvt.) Limited

8 Abbasi & Co. (Pvt.) Limited Blink Capital Management (Pvt.) Limited
9 Nachfolger (Pvt.) Limited IGI Finex Securities Limited
10 Blink Capital Management (Pvt.) Limited Khadija Commodities (Pvt.) Limited

The following circulars were released during April — June 2017 quarter:

Thé'Ex.c.hahge informed about listing of PMEX Wheat Weekly Futures Contracts, which were made available for
trading from May 04, 2017.

Al the b.rokers were advised to ensure strict compliance of the provisions governing transfer of clients’ funds to
PMEX at the earliest.

The Exchange announced changes in the specifications of PMEX Wheat Weekly Futures Contracts Grade A.

The Exchange announced listing of Futures Contracts of Natural Gas and Platinum which were made available for
trading from May 23, 2017.

To learn more about the aforementioned circulars, log on to www.pmex.com.pk




PMEX HIGHLIGHTS

PMEX VOLUME COMPARISON WITH STOCK EXCHANGE

in PKR Billion
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PRICE TREND OF COMMODITIES
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