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Timeless Artistry

Silver is the whitest, most malleable and conductive metal
available. It has enjoyed a variety of uses throughout history,
most notably as a form of money & jewelry and industrial
consumption.

In modern times, the precious metal is used as a vehicle for
investment and is actively traded at almost all the commodity
exchanges around the world. Silver has also played a significant
role in affecting global currencies and has consistently moved in
tandem with gold prices.

PMEX provides a platform for investors, traders and hedgers to
participate in the silver futures market.

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). It is the largest exchange of the country in terms of members and the second largest in terms of
value traded after Pakistan Stock Exchange (PSX). Its shareholders include National Bank of Pakistan,
Pakistan Stock Exchange (PSX), Lahore Stock Exchange, Islamabad Stock Exchange, Pak Kuwait
Investment Co, and Zarai Taragiati Bank. The Exchange offers a diverse range of domestic and
international commodities and financial futures. With a sophisticated infrastructure and state-of-the-art
technology, PMEX provides a complete suite of services i.e. trading, clearing & settlement, custody as well
as back office, all under one roof. The Exchange has a member base of 329 and the average daily trading
volume is normally in the range of PKR 3 to 5 billion. PMEX's international affiliations include Association of
Futures Markets (AFM) and Futures Industry Association (FIA).

Pakistan Mercantile Exchange Limited

3B, 3rd Floor, Bahria Complex IV,
Ch. Khalique-uz-Zaman Road
Gizri, Karachi-75600 Pakistan.
UAN: +92 21 111 623 623

FAX: +92 21 35155022 Publication of the Marketing Dept. of PMEX
E-MAIL: info@pmex.com.pk Design Agency: Aureus Advertising
WEB: www.pmex.com.pk Printer: Appletree Graphics
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PMEX Signs

Collaboration
Agreement
with DGCX

PMEX

Welcomes
World Bank

Delegation

PMEX and Dubai Gold & Commodities Exchange
(DGCX), UAE's leading derivatives bourse signed
a Collaboration Agreement (CA) on October 20,
2015. Under the Agreement, both the exchanges
agreed to work together, share information and
bridge connections between the financial markets
of Pakistan and UAE.

Speaking at the occasion, Mr. Ejaz Ali Shah,
Managing Director, PMEX, said: “It is an exciting
time for us to collaborate with DGCX. We see
various similarities between the two Exchanges,
one of them being our mutual commitment to
provide a world-class commodity futures platform
for market participants, driven by best global
practices, professionalism and transparency.
Therefore, the partnership is only a natural and
expected step forward for both the entities, as we
join hands to contribute to the growth of derivatives
global markets.”

Mr. Gaurang Desai, CEO of DGCX, commenting on
the CA, said: “The CA with PMEX will enable DGCX
in developing a better understanding of Pakistan’s
derivatives markets at a time when these markets
are evolving rapidly and the economy of the
country is on a growth trajectory. We believe this
agreement will build upon the business
relationships we have established in other Asian
markets and provide an important foundation for
the development of futures markets in Pakistan.”

PMEX is working to develop strategic ties with other
international exchanges as well to explore new
business opportunities and adapting best business
practices. In line with this objective, after Turkey
and UAE, PMEX plans to sign similar accords with
exchanges of Iran and South Africa.

In October 2015, PMEX hosted a dinner for a
visiting World Bank delegation which was looking
into the possibility of collaborating with Pakistan’s
private sector with regards to its various
agriculture projects. The dinner was hosted on the
back of PMEX’s listed contracts of Red Chilli that
has attracted the attention of growers, corporate
buyers and traders in Pakistan.

The delegation of the World Bank was led by Mr.
Martien Van Nieuwkoop, Agriculture Manager for
South Asia. Other representatives at the event
included the executives of Agility Logistics, SGS
Pakistan, National Foods, K&N, HBL, Pakistan
Agriculture Coalition (PAC) and Habib Oil Mills.

The dinner provided an occasion for all the
participants to discuss opportunities of bringing
agricultural commodities trade on a regulated
platform of PMEX. It is anticipated that with the
active participation of growers, certifications
companies, warehousing and logistic service
providers, the vision of trading agricultural
produce at the Exchange can be achieved in a
relatively short period of time.
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PMEX Launches

Red Chilli

Weekly Futures
Contracts

Pakistan is one of the top producers of red chilli
and the varieties produced in the country have
special attraction for domestic and international
buyers. Other major chilli growing countries are
India, China, Ethiopia, Myanmar, Mexico, Vietnam,
Peru, Ghana, and Bangladesh. These countries
collectively produce approximately 85 percent of
the total quantity harvested around the world.

In October, PMEX launched Red Chilli Weekly
Futures Contracts. Red Chilli is the first spice to be
traded at the Exchange’s sophisticated
infrastructure and state-of-the-art trading platform.
In the region, National Commodity & Derivatives
Exchange in India also trades red chilli however;
these are cash settled futures contracts. As against
this, the contracts listed at PMEX are deliverable.

Red chilli trade at PMEX has received a good
response from the supply chain participants. The
market participants including farmers and
exporters are confident that in the upcoming crop
season of 2016, the trading platform of PMEX will
play a lead role in red chilli trade.

Under Red Chilli Weekly Futures Contracts, PMEX
has listed the following three (3) contracts:

PMEX Red Chilli Weekly (Grade A+) Futures
Contract

PMEX Red Chilli Weekly (Grade A) Futures
Contract

e PMEX Red Chilli Weekly (Grade B) Futures
Contract

The salient features of the aforementioned futures
contracts include compulsory delivery, quality
certification and availability of multiple grades of
chilli for trading.

On the back of this pilot project, PMEX is
continuously striving to list other agricultural
products such as onions, potatoes, tomatoes and
fennel seeds at the Exchange. This will not only
help in developing an active futures market that
provides a neutral platform for farmers and traders
but also help in making Pakistan’s agricultural
sector more competitive.

Benefits for Industry Participants

e Transparent and fair pricing on a regulated
trading platform

e Availability of standardized quality tested
product for buyers enabling them to access
new export markets

e |ow transaction cost for industry participants in

comparison to existing Mandi system

Quiality screening of produce at the farm gate

Short payment time to farmers

Ability for farmers to reach new buyers

Standardized warehousing and logistics

Farmer Quality Certification
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Red Chilli Weekly Futures Contracts Specifications
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Monday to Saturday

Trading Days

Trading Hours

9:30 am to 6:00 pm

Unit of Trading

1 Metric Ton

Price Quotation

Price quoted shall be in rupees per Maund (Where 1 Maund = 40 Kg),

Ex Kunri excluding all taxes.

(parts per billion)

Delivery Unit 1 Metric Ton
Quality Specifications
Variety Maxi — Commonly known as Dandi Cut
Shape Round, tipped
Appearance/ Bright shiny red to Red to orange Red to orange but
Color/Size orange (orangish red), (orangish red), visually slightly orange content
visually homogenous partially equal in size should be slight,

in size uneven in size
Moisture 5-8 % Max 5-10 % Max 5-12 % Max
Aflatoxin 10 (B1, 5 ppb) Max 30 ppb (parts per billion) Max

Extraneous Matter 1% Max 2% Max 2.5% Max
Damage/Discolor 2% Max 3% Max 5% Max
Visual Mold 3% Max 5% Max 8% Max

PMEX Trading Terminal

Warehouse

‘ s
: Agility et

Logistics
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Revised

Schedule
of Charges

After eight years of successful operations, PMEX
today boasts a state of the art trading platform,
diversified product portfolio, new members and
increased trader participation resulting in a
growing trading volume.

The Exchange remains committed to catering to
the needs of market participants and providing a
wider product suite to its members. In this regard,
PMEX is working to further enhance its
technological infrastructure, list new products, and
induct addtional members and market makers. In
parallel, the Exchange has revised its schedule of
charges with effect from January 01, 2016.

The idea behind rationalization of the Schedule of
Charges is to encourage the active brokers
through incentives to expand their reach and to
cultivate new clients. Moreover, certain anomalies
were also catered while rationalization the tariff. It is
important to note that even after eight years of
operation, the Exchange has not increased the
trading fee of any future contract in this process to
ensure that cost of doing business remains low for
our members.

On the contrary, Exchange is now offering
attractive rebates which have been linked to
business activities ultimately reducing the cost of
doing business. For example 5% to 15% rebate will
be given to brokers inducting new clients under
their brokerage umbrella and doing more business
on the Exchange.

To view the complete revised schedule of charges
please visit www.pmex.com.pk

05

Awareness
Programs

In order to develop a vibrant commodity futures
market in Pakistan, PMEX actively conducted
awareness programs during the fourth quarter of
2015. These awareness sessions included training
workshops, seminars, presentations, roadshows
and participation in events.

Futures Trading 101

PMEX conducts bi-weekly, free of cost training
workshops at its premises under the banner of
‘Futures Trading 101’. Five workshops were
conducted in the fourth quarter of 2015. These
sessions were attended by employees of
brokerage houses, high net worth individuals,
employees of corporate sector, clients and
professionals from various industries.




Inside PMEX:

Internal Audit
Department

Each quarter, this segment focuses on the role of a
particular department of the Exchange. In the
previous issue, we talked about the Legal,
Compliance and Membership Department. In this
issue, we feature the role of our Internal Audit
Department.

Department Overview

Internal audit is an independent, objective
assurance and consulting function designed to
add value and improve PMEX’s operations.

The department helps the Exchange accomplish
its objectives by bringing a systematic and
disciplined approach to evaluate and improve the
effectiveness of risk management, control, and
governance processes.

Key Functions

Audit and Assurance
e Performs internal audit of the departments
based on approved internal audit plan.

Reviews and Advisory

e Undertakes reviews and provides professional
views to the senior management. The activities
include, review of policies and procedures
and pre-audit of operational payments.

e Acts as a buffer between management and
external auditors in execution of external audit
and compliance of management letter.

Secretarial Functions

e Acts as a liaison between the Audit Committee
of the Board of Directors and the
Management.

e The activities performed include, review of
financial and operational variance analysis on
the financial statements, preparing working
papers of the committee and devising an
internal audit plan, internal audit policy and the
audit committee charter.

Pulse: Issue 09

Muhammad Rizwan Siddiqui is the Chief
Internal Auditor at PMEX. He joined PMEX in
December 2013 and has more than 10 years
of experience in internal and external audits
with audit firms, commercial bank, and
multi-national organizations.

He reports functionally to the Board Audit
Committee and administratively to the
Managing Director. Apart from managing the
Internal Audit Function, he is also the
Secretary to the Audit Committee.

He holds a Bachelors Degree in Commerce
from University of Karachi and is also an
Associate member (ACA) of the Institute of
Chartered Accountants of Pakistan (ICAP).
He has undertaken various courses on risk
based internal audit, COSO framework, risk
management and internal controls.

Previously, he was also associated with
Institute of Business Management and
Institute of Cost and Management
Accountants of Pakistan as a visiting faculty.
He has conducted various training programs
on Internal Audit and Financial Management.
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Top Ten Brokers

October - December 2015

o)y

Total Contracts Traded: 2,249,388,528 | Total Rupee Value Traded: 386.59 Billion
Number of Brokers Active: 62

Ranking Based on Traded Contracts
1 H.G Markets (Pvt.) Limited
2 Enrichers (Pvt.) Ltd.
3 Arif Habib Commaodities (Pvt.) Limited
4 JS Global Capital Limited
5 Abbasi & Co. (Pvt.) Limited
6 IGI Finex Securities Limited
7 Adam Securities (Pvt.) Limited
8 KASB Securities Limited
9 Blink Capital Management (Pvt.) Limited
10 Arsh Commodities (Pvt.) Limited
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Based on Traded Value

H.G Markets (Pvt.) Limited

Enrichers (Pvt.) Limited

Arif Habib Commaodities (Pvt.) Limited
Khadija Commaodities (Pvt.) Limited
Jahanzeb

JS Global Capital Limited
Muhammad Asif Habib

Sheikh Muhammad Shabbir

Blink Capital Management (Pvt.) Ltd.

KASB Securities Limited




Circulars

Following circulars were released during Oct —
Dec, 2015:

1. October 6, 2015 - PMEX listed three Red Chilli
Weekly Futures contracts which were made
available for trading from October 7, 2015.

2. October 15, 2015 - Brokers were informed
that SECP has directed PMEX to constitute a
separate Trust of Settlement Guarantee Fund
(SGF). Under the directive, effective from
September 2015, 50 percent of the monthly
profit on initial margins and clearing deposits
that is passed on to brokers and their clients
will be credited to SGF.

3. October 21, 2015 - Due to daylight saving
coming into effect in the U.S., trading in
international commodity futures will start at
03:57 am PST, on every Monday, with effect
from November 2, 2015.

4. November 16, 2015 - In order to facilitate
members, the Exchange waived the
processing fee for conversion of individual
membership into corporate entity of PKR
10,000 till December 31, 2015.

5. November 20, 2015 — There was an early
market closure on November 26 and 27, 2015
on account of an international holiday.

6. November 26, 2015 - PMEX announced the
resumption of trading in Crude 100 Barrel
Futures Contracts effective from November
26, 2015.

7. December 07,2015 - PMEX announced the
resumption of trading in Crude 10 Barrel
Futures Contracts effective from Dec 07, 2015.

Pulse: Issue 09

8. December 10, 2015 — Brokers were informed
that the SECP vide its directive has extended
the deadline of corporatization for individual
brokers and broker registration with SECP.

9. December 18, 2015 — There was an early
market closure of international commodities
contracts on Thursday, December 24, 2015
whereas all the local commodities contracts
remained closed on the same day on account
of Eid-Milad-un-Nabi. Moreover, all
international and local commodities contracts
remained closed on Friday, December 25,
2015 on account of Christmas and
Quaid-e-Azam Day.

10. December 23, 2015 — All international and
local commodities contracts except Red Chilli
Weekly Futures Contracts remained closed
on Friday, January 1, 2016 on account of the
New Year Holiday.

11. December 23, 2015 — PMEX revised its
schedule of charges with effect from January
01, 2016.

12. December 23, 2015 — Annual Membership
Fee of PKR 75,000 will become due on
January 1, 2016. In this regard, members
were advised to pay the fee for the year 2016
latest by January 31, 2016.

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

08



Highlights

PMEX Volume Comparison with Stock Exchanges Volumes of 4 Major Commodities
in PKR Billions in PKR Billions
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Price Trend of
Commodities
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