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ITakistan Mercantle Fxchange Limited (PMEX) is Pakistan's first and mry_l
mult-commodity futres exchange, which s licensed and requiated by the
Securtties &amp; Bxchange Commission of Pakdstan (SECP). Its shareholders
include National Bank of Pakistan (NBP), Pakistan Stock Exchange Limited
(PSX), ISE Towers RET Management Company Limited, LSE Fnancial
Services Limited, Pak Kuwait Investment Co. and Zaral Taragjati Bank. The
Exchange offers a diverse range of domestic and intemational commodities
and financial futures. With a sophisticated infrastructure and state-of- the-art
technology, PMEX provides a complete suite of services 1.e. frading, clearing
&amp; setiement, custody as well as back office; al undr one roof. The
Exchange has a member base of 323 and the average dally rading volume is
PKR 5 bilion. PMEX's intermational affiiations include Memberships of
Association of Futures Markets (ARM), Hungry 8amp; Futures Industry
Association (HA), USA and Memorandum of Understanding (Mols) with
Borsa Istanbul, zmir Commodity Exchange, Dubal Gold &amp; Commodity

I_Exchama and Iran Mercantile Exchange.
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MILLI OUNCE GOLD
FUTURES CONTRACTS

PMEX Is in a continuous pursuit fo add new products fo broaden its product
suite in order to cater to the needs of a diversified group of investors.

Previously, the Exchange has listed various gold confracts in different
denominations and tenor. However, keaping In view the demand of the market
participants, the Exchange came up with “Milli Ounce Gold" futires confracts,

In the first phase, the Exchange listed four Mill Ounce Gold futures contracts
in various currenciesnamely USD, EUR, GBP and JPY.

In the second phase, PMEX listed the following Mili Ounce Gold Futures
Confracts, which were made avallable for trading on April 07, 2016:

1 PMEX CAD Gold (Milli Ouncs) Futures Confract
2 PMEX CHF Goid (Mill Ouncs) Futures Confract
3 PMEXAUD Gold (Mili Ounce) Futures Confract

The above contracts also use “Composite Order Trading System” (COTS)
where a frader may take two positions simultaneously In milli ounce contracts
with a single click. In other words, if a trader wants to simultaneously take a
long postion in the PMEX USD Gold and short position in the PMEX AUD.
Gold, he can place a single order through COTS, The long gold in the first
trade and the short gold in the second trade ‘cancels’ each other out, leaving
the trader with an open AUD-USD posttion only.

MILLI OUNCE FUTURES CONTRACTS SPECIFICATIONS

SECP DRAFTS REGULATION
FOR W AREHOUSING &
COLLATERAL
MANAGEMENT

The Securities & Exchange Commission of Pakistan (SECP), with its vision to
bring efficiency in the overal agricultural space, has developed draft
Regulations for Warehousing & Collateral Management with an objective to
protect the interest of farmers and banks by ensuring good warehousing
practices, preventing fraud and faclitating holders of Warehouse Receipts.

Under the proposed Regulations, Warehouse Receipts issued by a
recognized warehouse operator may then be utiized either as collateral for
gblaining credit from banks or traded at Pakistan Mercantle Exchange
(PMEX),

The bengfits to be drawn from Warehouse Receipt System are:

1, Access to credit to farmers In efficient and corvenient manner

2. Enhanced participation of farmers in the commadity market

3. Provide an opportunity to the farmers to hold their produce untl market
conditions are favorable and wil enable them fo avoid distress sale

4, Store the produce in the standardized warehouses which will resuft in

reduction in post-harvest losses
PMEX CAD GOLD PMEX CHF GOLD PMEX AUD GOLD 5. Mitigate risk of creditors through secure collateral

TRADING DAY Monday to Friday 6. Promote trade of agricultural prodice through trading at PMEX
TRADING HOURS 5:00 am to 2:00 am PST (21 Hours)
UNIT OF TRADING Milli (0.001) Troy Ounces
TRADING SYSTEM PMEX ETS

Canadian Dollar per Swiss Franc per troy Australian Dollar per troy
PRICE QUOTATION troy ounce, up 1o four QOunce, up to four Ounce, up to four decimal

decimal places decimal places places
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RED CHILLI TRADE
Al PMEX TAKES
ANOTHER LEAP
FORW ARD

PMEX launched Red Chilli deliverable weekly futures contracts in October
2015 of three different grades of Dandicut (Long]) variely. Though it was the
first ever listing of a spice at the Exchange, the concerted efforts of all the
market participants i.e. growers, fraders and corporate buyers enabled PMEX
to achieve this milestone. During a brief trading span of three months, more
than 600 fons of the spice was fraded at the Exchange and delivered 1o the
corporate buyers,

PMEX recaived an encouraging response from all the market participants for
the efforts that resulted in better quality red chilli production, quick cash
pay-out to the farmers and overal efficiency in the red chill trade.

Capitalizing on this success, PMEX in the upcoming trade season will offer
another variety of red chili commonly known as Hybrid, The production
volume of this variety has substantially increased in last couple of years as
compared to Dandicut/Longi, For this type of chili, the trade centres are
Iocated across the country with major trade activity in Kunri, Singh and
Faisalabad, Punjab, Addition of Hybrid variety of Red Chilli at PMEX and
gpening up of a centre at Faisalabad will increase trading volume and facilitate
a larger segment of the Red Chill value chain.

In the upcoming trade season of red chill, o faciitate the farmers, PMEX is
working with different banks for the warehouse receipt financing program.
Under the program, the growers of red chill wil be able to borrow money
from banks against the warehouse receipts issued to them,

To get the warehouse receipt, the growers wil have to deposit thelr produce
at PMEX designated warehouse after getting quality certification of their
produce from SGS Pakistan, Once the warehouse receipt is issued, the
grower will have two options: 1) sell the produce whenever fhe prevailing

market price is favourable or 2) approach a bank for borowing monay against
the warehouse receipt to fulfil his curent liquidity needs. It will increase
farmers’ holding power and help them to avoid distress sale at the time of
harvest.

The process of quality certification, storage at designated warehouse and
frading at PMEX Is aimed at facllitating not only the growers in getting the best
possible price for their produce but also the buyers in getting certified quality
of red chill,

To create awareness among farmers and traders, PMEX, with the support of
SECP. has organized awareness sessions in Kunri, Faisalabad and Karachi.

Going forward, PMEX plans to replicate the model of red chilli for ather
agricultural commaodities as wel,

PMEX AT 19TH ANNUAL
CONFERENCE OF THE
ASSOCIATION OF
FUTURES MARKETS

PMEX participated in the 19ih Annual Conference of the Association of
Futures Markets (AFM) held in Istanbul, Turkey on April 18-19, 2016, The
event was hosted by Borsa Istanbul,

The Conference brought together clearing houses, exchanges, regulators and
other stakeholders from around the world to discuss the key market trends
and business issues. The two-day conference featured panel discussions on
risk management, energy ftrading, developing agricultural  commodily
derivative markets in emerging economies, Islamic financial markets and
challenges faced In establishing new markets.
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Mr. Farhan Tahir, Chief Financial Officer & Company Secretary along with
Ms. Sobia Ashraf, Manager Marketing represented the Exchange at the event,
The conference provided PMEX with a platform for aclive and engaging
discussions. In addition, the event provided the opportunity to the Exchange
to establish new partnerships and consolidate existing refationships with ARV
members, partner organizations and market participants from AFM region,

PMEX joined the AFM as an Associale Member in March 2012 and was
granted full member status in February 2014. As a ful member, PMEX plays
a proactve role in the formation of policies of the Association and represent
Pakistan on its various bodies.

PMEX AND IRAN
MERCANTILE EXCHANGE
SIGN MEMORANDUM OF
UNDERSTANDING

PMEX and Iran Mercantile Exchange (ME) signed a Memorandum of
Understanding (Mol) on June 30, 2016, The signing ceremony was hosted
by IME in Tehran, Iran. Mr. Ejaz Ali Shah, Managing Director, PMEX and
Mr, Hamed Soltaninelad, Managing Diractor, IME were the signatories.

The prime reason for PMEX fo sign the Mol is to learn from the
experience of IME with regards 1o the listing of physically deliverable
products, In specific the agricultural commodities, on the Exchange
platform. Going forward, as Pakistan and Iran are frade partners in several
commodities, PMEX and IME will be evaluating the possibilities for cross
listing of commodities. This will bring efficiency in terms of both cost and
convenience to traders of both markets.

In addition, the Mol would also pave the way for both the institutions to work
in close coordination for the development and enhancement of derivatives
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and financial markets in Pakistan and Iran. The objective wil be achieved by
sharing best practices, market information, industry knowledge and cross
fraining of staff

PMEX WELCOMES
NEW MEMBER
FROM MULTAN

MHB Markets (Pvt.) Limited joined PMEX as a new member. [t commenced
operations on June 01, 2016 in the historic city of Multan, The city has a rich
past and also offers a promising future because of high per capiia income.

PMEX welcomed MHB Markets on board and reposed confidence in the
entity in making PMEX a household name in Punjab.

The Bxchange believes that the addition of MHB Markets wil provide the
residents of Multan another option to do futures trading at PMEXs state of the
art frading platform.

PMEX has embarked Lpon the journey to expand its broker network In large
as well as small cities to ensure nationwide coverage for providing trading
opportunities fo a broader investor base,




SECP’s FACULTY
DEVELOPMENT
PROGRAM

The Securities & Exchange Commission of Pakistan (SECP) is the apex
regulatory authority of capital markets. It has developed an elaborate
Capital Market Development plan for increasing financial literacy, through
gducating the existing as well as potential investors about their rights, roles
and responsibilities,

To reach the masses, frain the trainer program is an effective tool. Following
this approach SECP has initiated a Faculty Development Program (FDF) for
Universities and business schools. The first phase of these programs was held
in Karachi on May 31, 2016 and Islamabad on June 06, 2016.

In these full day events, prominent speakers belonging o financial sector
including Pakistan Stock Exchange, Pakistan Mercantie Exchange, assel
management companies, lslamic financial institutions, REIT and banking
sector participated.

At both the events Mr. Nauman Lakhani, Head of Marketing, Business
Development and Customer Support Services represented PMEX, He briefed
the audience about futures market as well as listing of deliverable coniracts of
agricuttural produce. His focal point was benefits of frading at a regulated
exchange and fulures frading as an alternative investment plan in Pakistan.

USAID-FINANCED
FINANCIAL MARKET
DEVELOPMENT
TEAM VISITS PMEX

On June 08, 2016, a delegation from USAID-financed Financial Market
Development (FVID) visited PMEX. The delegation was led by Mr. Paul Davis
- Project Director & Acting Chief of Party.

Mr. Jim Defay - Vice President, Mr. John Crowley - Resident Adviser: Debt
Capital Market, Mr. Wemer Riecke - Resident Adviser: Govt, Debt
Management and Mr. Amir Khan - Debt Capital Market Expert were the other
dignitaries who were part of the delegation.

The FMD Project is a five-year technical training collaboration program

designed o promote the development of competive, despened and

diversified debt capital markets in Paldstan, A distinct component of the

project is review and development of legal and regulatory framework for the

ﬁejstablishment of a Commodity Warehouses/Receipt Financing Mechanism in
& country.

PMEX welcomed the members of the delegation and brigfed them about the
Exchange’s integrated business model, technology infrastructure, regulatory
framework and existing and upcoming products. The brigfing was followed by
a four of the Exchange's premises.

PMEX expressed keen interest in working with USAID— FDM and assured the
delegation of its ful support in establshing the Commodity
Warehouse/Recsipt Financing Mechanism in Pakistan
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PMEX AT “EFFECTIVE
ECONOMIC
JOURNALISM”
TRAINING WORKSHOP

The Center for International Private Enterprise (CIPE), Pakistan aranged a
full-day fraining workshop in May 2016 for journalists. Its tile was “Effective
Economic  Journalism® and the parficipants were young mass
communication professionals,

The purpose for arranging this workshop was to improve their reporting
skils and explore many facets of the economy that do not get desired
coverage. PMEX was especially invited to enfighten the journalists about
futures frading at the electronic frading platfiorm of the Exchange. The
participants were shown the corporate documentary followed by a detalled
presentation about the Exchange.
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AWARENESS
PROGRAMS

In order to develop a vibrant commodily futures market In Paldstan, PMEX
actively conducted awareness programs during the second quarter of 2016,
These awareness Sessions included training  workshops,  seminars,
presentations, roadshows and participation in events,

Educational Institutions at PMEX

In line with the objective to create awareness about the benefits of Investing in
commodiies at a requlated platform amongst the students, PMEX
continuously strives to conduct programs for the students and facully
members of various colleges and universities. In this regard, College of
Accounting & Management Sciences (CAMS) Karachi and DHA Suffa
Universtty Karachi were invited to PMEX for an interactive awareness session,

The sessions apened with PMEXs corporate documentary followed by a
comprehensive  presentation about the Exchange’s integrated business
model, technology infrastructure and existing and Upcoming products and
concluded after a Q8A session. The students expressed keen interest in
frading at the Bxchange and were offered demo trading acoount servics,
which is a replica of PMEX's trading system for training purposes, to gain
hands on experience of futures trading,




INVESTOR
EDUCATION

PMEX offers a robust front-end trading system ‘NEXT and back office systemn
comprising of three independent platforms, namely Clearing, Seftlement and
Reporting ‘'CSR', Trader Account Management System ‘TAMS' and eBooks,
To educate our readers about the trading systems of PMEX, every quarter; this
section highlights the key features of one of the trading systems af the
Exchange. In the previous issus, we briefly talked about NEXT and this time we
will take our readers through CSR.

Key Features of CSR

DAILY OPERATIONS SETUP

» Funds Management » Bank Account Management [Bank

Clearing, Settlement and
Reporting (CSR)

CSR is an in-house developed, web-based clearing house & back office
system that enables PMEX members to manage clients’ clearing and
setiement needs with high degree of sfficiency and generate comprehensive
reports. It has an easy-to-Use user inferface. This system is offered free of cost
to PMEX members,

(Funds allocation, Funds Withdrawal,
Funds Transfer and Approval,
Securities Releass)

» Commission Management
(Commission Upload and Download)

» Goid Management
(G0l Withdrawal, Delivery, Receipi)

Account Numbers, Primary Bank
Accounts)

» Key Personnel Setup

MARKET OPERATION SURVEILLANCE
INFROMATION REPORTS REPORTS
¥ Session Management (Session Market » General Ledger b Trate Detalls
Price, Session History, Spread Market » Trader Funds » Position Summary
Price) » Settement Call » Account Statement
» Key Personnel Details ¥ Daily Statement
» Coniract Reporis » Broker Exposure Ciient Wise b Client Margin Call
» Marging Reports b Trader Balance » Ticket Trade Details
» Commodity Reports b Vault Positions
¥ Order Detalls
¥ Account Statement History
» Daily Statement History

o
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PMEX CSR
Clearing, Settlement, Reporting
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INSIDE PMEX:
RISK AND MARKET
SURVEILLANCE (RMS)

Each quarter, this segment focuses on the role of a perticular department of
the Exchange. In the previous issue, we covered Marketing, Business
Development & Customer Support Services Department. This issue features
the role of Risk and Market Surveillance (RMS).

Department Overview

The Department comprises of two sections, namely, Risk and
Market Surveillance.

Risk

Key Functions

Determine daily and final setflernent price of each commodity futures
contract listed at the Exchange

Compute margins using Value at Risk (VAR) methodology

Analyze: scenarios by undertaking stress testing of various risk models
Monitor and assess client exposures

Ensure comprehensive Enterprise Risk Management (ERM) framework

WOWOWNW '

Market Surveillance
Key Functions

> Monitor and detect any imegularty in the trading patterns of clients

> Monitor Exchange BOTs and feed injectors 27 hours a day to ensure
uninterrupted trading actvity

> Monitor Broker/Market Maker positions throughout the day

> Monitor international news that may affect commodity trading

SHEHZAD HUSSAIN
Head of Risk & Markst Surveillance

Shehzad Hussain, Head of Risk & Market Surveillance Joined PMEX in
May 2004, since then he has been involved in the development of
standard operating procedures and guidelines for Market Operations,
Clearing and Setilements, Membership and Compliance and Market
Surveillance. He is also supervising business requirements testing of the
Exchange and Trading Applications and provides technical expertise to
internal departments to ensure complete system integrity.

Shehzad completed four years of mandatory training under Chartered
Accountants Bye-Laws from M/S KPMG Tasesr Hadi & Co., Chartered
Accountants in April 2004 and has an extensive experience in financial
and IS audfts of various companies, local and multinational entities
including financial institutions.

He is an associate member of Institute of Chartered Accountants of
Pakistan (ICAP) and Institute of Cost and Management Accountants
of Pakistan (ICMAP) and is a Certified Information System Auditor
(CISA) of Information System Audit Control Association (ISACA).
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TOP TEN BROKERS

TOTAL CONTRACTS TRADED: 875,437 | TOTAL RUPEE VALUE TRADED: 386,183 BILLION | NUMBER OF ACTIVE BROKERS: 60

Ranking Based On Traded Contracts
H.G Markets (Pvt.) Limited

Arif Habib Commodities (Pvt.) Limited
Enrichers (Pvi.) Limited

JS Global Capital Limited

KASB Securities Limited

Abbasi & Co. (Pvt.) Limited

Jahanzeb

Arsh Commoities (Pvt) Limited
Khadija Commodities (Pvt) Limited
Blink Capital Management (Pvt) Limited

0D o =~ M N & W N =

-
(=]

Based On Traded Value
H.G Markets (Pvt.) Limited
Enrichers (Pvt.) Limited

Jahanzeb

Arif Hablb Commodities (Pvt.) Limited
JS Global Capital Limited

Invest Capital Markets Limited
KASB Securities Limited

Khadfija Commodities (Pvt) Limited
Murtaza Trading Grid (Pvt) Limited
Shelkh Muhammad Shabbir

CIRCULARS

The following circulars were released during
April-June 2016 quarter:

April 6, 2016

PMEX announced the launch of three Mill Ounce Gold Futures
Contracts that were made available for trading from Thursday, Aprll
07, 2016. These were

1) PMEX CAD Gold (Milli Ounces) Futures Contract,

2) PMEX CHF Gold (Milli Qunce) Futures Contract and

3) PMEX AUD Gold (Milli Ounces) Futures Contract.,

April 14, 2016

PMEX  brought attenion of brokers to  Circular  No.
NCEL/Compliance/12-2010 and PMEXMEM/A16-2012 dated April 28,
2010 and April 30, 2012 respectively, In these circulars, the brokers were
requested to submit the complete documents for renewal of broker
registration so that the same may be scrutinized and forwarded fo the
Securities and Exchange Commission of Pakistan (SECP) in time. They were
also advised to ensure strict compliance with the directives of the SECP to
avoid any disciplinary action by the Commission,

May 06, 2016

All brokers were informed that on Saturday, May 07, 2016, there would be
a frading systems business confinuity dril fo ensure readiness in case of any
evettuality. They were also informed that PMEX frading systems would run on
simulated price feed and trades resuling on this day would not atiract any
financial obligations,

May 13, 2016

All brokers were informed that they might experience slow conneciivity or
difficulty in connecting to PMEX trading system from May 14 — 21, 2016
due o degradation of infemet service as a result of country —wide Liplink
connectivity lssue with infernational cable system,

May 13, 2016

PMEX Informed all brokers about theproposed listing of additional contracts of
Red Chili, Moreover, Brokers interested to participate in these physical
deliverable futures contracts were advised fo register for raining.

May 24, 2016

All brokers were informed about an early markst closure on Monday, May 30,
2016 on account of an international holiday.

May 25, 2016

Al brokers were informed that they might experience slow connectivity or
difficutty in connecting to PMEX frading system from May 25 — June 02,
2116 due to degradation in internet senvice as a result of uplink connectivity
issue with international cable system,

June 17, 2016

All the stakeholders were informed abouta referendum In UK regarding an extt
from the European Union (Brexit) on June 23, 2016,

June 27, 2016

PMEX announced the reduction in auto-liquidation threshold limit with effect
from June 28, 2016. Brokers desirous of adjusting the thresholds were
advised to contact Customer Suppart Services,

June 29, 2016

All brokers were Informed that there would be an early market closure on
account of an international holiday on Monday, July 04, 2016, However,
regular schedule would be followed for all the local commodities.

To leam more about the aforementioned circulars, log on fo
W, pmex.com . pk




PMEX HIGHLIGHTS

PMEX Volume Comparison with Stock
Exchange in ek gillions

50 100 150 200 250
PMEX W PSX

Traded Volume

Jun-16 336
May-16
Apr-16 265
107
I 1 1
150 250 350

{7 Lots Traded in Millions [l Traded Volume in PKR Billions

Volumes of 4 Major Commodities

42 45

May-16

WGold © Crude WSiver [0 COTs M Cotton

New Demo Trading Accounts




PRICE TREND OF COMMODITIES

Gold EURUSD

Gold GBPUSD

Prics in USD

Gold USDCAD

Gold AUDUSD

Price In CHF
Prics in USD
Price in USD.

Price in USD

1
099
098
w
096
095
g1l
093

Price per 40 kg I PKR

gggggzs
Price in PKR

Price per 100 by n PKR

Price per 100 kg in PHR

E -

International Cotton

BB _
B4
B2
6D

Price in Cents per Pound

Legg

Pgir-16 May-16 Jim-18

KIBOR
3 manths contract

EE8Lal?

Price in PXR per %0 Bormawed

T-Agr-18

B4pr16
15-Hpr16
22-hpr-16
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