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Fuelling‘Growth

Crude oil is 'a naturally occurring liquid fossil fuel which was
discovered in 1859. After the Second World War, it became the
engine of the world economy and came to be known as black
gold. It is one of the most demanded commaodities in the world
and currently accounts for ‘around 40 percent of the world’s
energy mix. It:.can generate heat, drive machinery-and airplanes.

There are two major global benchmarks of crude oil: Brent,
produced in the/North Sea region and West Texas Intermediate
(WTI), produced in the U.S.

PMEX"provides a platform for investors, traders and hedgers, to
participate in the*erude oil 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 biggest exchange of the country in terms of membersiand the second biggest in terms of
value traded after Karachi Stock Exchange (KSE). Its shareholders include National Bank of Pakistan,
Karachi Stock Exchange, 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
andfinancial 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 320 and the average daily trading volume'is normally in the range of PKR 3 to 5
billion. PMEX'’s international affiliationstinclude Association of Futures Markets (AFM) and Futures Industry
Association (FIA).

Pakistan Mercantile Exchange Limited

3-B, 3rd Floor, Bahria Complex IV

Ch. Khaligue-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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Red Chilli
Weekly Futures

Contracts

Red Chilli is a potent ingredient in various cuisines
around the world. It is a seasonal product and its
production is confined to specific areas. Pakistan is
among the top five producers in the world. The
varieties grown in Pakistan are of high quality and
superior to other varieties grown in the region. The
production is concentrated in the small town of
Kunri, also known as the ‘Chilli Capital of Asia”,
located in Umarkot, a district of Sindh province.
Other cultivation hubs are Mirpur Khas, Sanghar,
Badin, Tando Muhammad Khan, Khairpur,
Shikarpur and Ghotki.

Historically in Pakistan, Red Chilli production and
its prices have remained highly volatile due to the
lack of dependable storage facilities and credible
trading platforms. Often growers are forced to sell
their produce at lower price where the middle men
would remain the key beneficiary, taking away a
major chunk of the sellers” margins.

Keeping in view the prevailing circumstances,
PMEX along with Pakistan Agriculture Coalition
(PAC), Agility Pakistan (Pvt.) Limited and SGS
Pakistan (Pvt.) Limited envisioned to bring the Red
Chilli trade on the Exchange.

In this regard, the SECP has approved the listing of
Red Chilli Weekly Futures Contract at PMEX. It is
the first spice to be traded at the Exchange's
sophisticated infrastructure and state-of-the-art
technology based trading platform.

The following three Red Chilli Weekly Futures
Contracts will be listed at the Exchange:

1. PMEX Red Chilli Weekly (Grade A+) Futures
Contract

2. PMEX Red Chilli Weekly (Grade A) Futures
Contract

3. PMEX Red Chilli Weekly (Grade B) Futures
Contract

In red chilli trading at PMEX, Agility is responsible
for providing warehousing and logistic facilities,
SGS has been mandated to issue the quality
certificate and PAC is playing the role of the trade
facilitator.

The listing of these contracts at a regulated trading
platform will ensure better price to growers, offer
superior quality product to the buyers at a
competitive price and provide ease of buying and
selling of the commodity. Furthermore, these
contracts will pave the way for the listing of similar
contracts for other agricultural products such as
onions, potatoes and tomatoes.

PMEX is constantly striving to list new agricultural
products at the Exchange to develop an active
futures market that provides a neutral platform for
farmers and traders and help make Pakistan's
agricultural sector more competitive.
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PMEX Inks
MoUs with Turkish
Exchanges

In August, PMEX signed Memorandums of
Understanding (MoUs) with Borsa Istanbul as well
as lzmir Commaodity Exchange.

Under the agreements, PMEX and the Turkish
Exchanges will share market information and
expertise, introduce programs for cross border
training of staff and build upon each other’s best
practices and experiences.

The agreements will pave the way for all three
institutions to work in close coordination for the
development and enhancement of derivatives and
financial markets in Pakistan and Turkey.

Pulse: Issue 08

At the conclusion of the visit to Turkey, Mr. Ejaz Al
Shah, Managing Director, PMEX said, "I am
touched by the warmth and hospitality extended to
us by the Turkish Exchanges during our visit. As
Pakistan and Turkey enjoy a special relationship
spanning over decades, | am sure that these
MoUs will lay the foundation for a long lasting and
fruitful relationship. | look forward to learning from
each other’s experiences and also to exploring
other areas where we can build upon, for the
benefit of our exchanges”.

PMEX is working to develop strategic alliances
with international exchanges to explore new
business opportunities and adopting best
practices. In line with this objective, after Turkey,
PMEX plans to sign similar accords with
exchanges of UAE, Johannesburg and Iran.
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SECP Training

on Commodity
Trading

The Securities and Exchange Commission of
Pakistan (SECP) organized a three day interactive
training program at Mévenpick Hotel, Karachi in
September 2015. Representatives from the SECP,
World Bank, State Bank of Pakistan, Sharia
Advisors of Islamic Financial Institutions, PMEX
member brokers and staff of PMEX attended the
sessions. The training was conducted by
internationally renowned expert, Mr. Julian Spencer
Roche.

The trainer made elaborate and comprehensive
presentations and also indulged in interactive
debates for ensuring better understanding of the
development of an active commodity market in
Pakistan, commodity warehousing, the role and
responsibilities of the regulator, functions of a
commodity exchange and its duties as a frontline
regulator, product development and the fiscal
environment for vibrant commodity markets.

An exclusive session was held for PMEX brokers in
which they were briefed about commodity trading,
risk  management, functions of  market
intermediaries and access of investors to market
facilities.

PMEX Records
Highest Trading

\VVolume

PMEX recorded highest ever trading volume
amounting to PKR 262.61 billion for the month of
August 2015. This is a record increase in volume
crossing the previous high of PKR 207.2 billion
witnessed in the month of November 2013. Total
lots traded in August 2015 were 1.27 billion, which
is also a record crossing previous record of
548,600 lots traded in November 2013. Gold
outperformed all other major commaodities traded
on the PMEX platform with highest trading volume
of approximately PKR 212.45 billion.

Commenting on this landmark achievement, Mr. Ejaz
Ali Shah, Managing Director PMEX said, “The
considerable jump in daily traded volumes in a
short span of time shows the potential of
commodities trading in the country. The
improvement can also be attributed to the listing of
new products (Gold Milli Ounce contracts),
induction of new brokers and steps taken by PMEX
team with regards to creating awareness among
the masses about the benefits of trading in
commodities futures. PMEX has been working
relentlessly to create awareness and diversify its
product mix to cater to the needs of a wide
spectrum of investors, traders and hedgers”.

He expressed hope that with the addition of
upcoming products such as, Murabaha, Red Chili,
Mill Specific Sugar and Brent Crude QOil, the daily
traded volume of the Exchange will reach further
new highs.
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Brent Crude Oil

Brent is a classification of fossil oil that serves as a
globally accepted price benchmark for trading of
crude oil. The classification is also referred to as
light, sweet crude - light because of its low density
and sweet because of its low sulfur content as
compared to other benchmarks. Brent crude oil
represents two thirds of the internationally traded
crude oil supplies. The majority of Brent crude oil is
extracted from the North Sea region.

Other well-known classifications of crude oil are the
OPEC Basket and West Texas Intermediate (WTI).
Historically, the price differences between Brent
and other crude oil benchmarks have been based
on differences in specifications and variations in
demand and supply.

Pulse: Issue 08

Previously, WTI was considered a more relevant
benchmark but after the U.S. attained the status of
the largest oil producing country, WTI price
became of lesser interest to the traders, who were
still buying Brent or oil from OPEC. Therefore, Brent
is now considered a more realistic benchmark as
compared to WTI. Moreover, investors also invest
in spreads between Brent and WTI.

Since PMEX was established, WTI crude oil has
been actively traded and now the Exchange plans
to add Brent crude oil in its product portfolio. By
introducing Brent crude oil, the Exchange will
provide an excellent trading opportunity to PMEX
market participants to hedge price risk, diversify
portfolio and benefit from high volatility in prices
and the prevailing spread between WTI and Brent.

The SECP has approved the PMEX Brent Crude
Oil Futures Contract and the Exchange plans to list
contracts of 10 and 100 barrel very soon. Both
these contracts are US dollar denominated and
cash-settled and their prices will be referenced to
a global pricing benchmark i.e. Brent Crude Oil,
listed at Intercontinental Exchange (ICE), London.

PMEX Brent Crude Oil Futures Contracts Specifications

100 Barrel

10 Barrel

05:00 am to 02:00 am PST

Trading Hours

Trading Days Monday to Friday
Unit of Trading 10 Barrel 100 Barrel
Trading System PMEX ETS

Price Quotation

US dollars per barrel, up to two decimal places.

Tick size /
Minimum
Fluctuation

$ 0.01 per barrel

Tick Value $0.1

$1
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Mock Trading

from Disaster
Recovery Site

PMEX has a state-of-the-art technology platform
and trading is spread over 21 hours a day. Keeping
in view the critical nature of the operations, the
Exchange undertakes regular drills to assess the
readiness and responsiveness of the Exchange to
resume all critical operations from the Disaster
Recovery (DR) site in the minimum possible time
without compromising the quality of services in the
event of a disaster.

In line with this, in August 2015, PMEX conducted a
Mock Trading session from its DR site. During the
drill, trading was halted at the primary site, a
disaster was declared and the Disaster Recovery
Plan was executed. Subsequently, trading was
resumed from the DR site within 2 hours after
declaration of disaster. The employees as well as
the brokers enthusiastically participated in the drill.

The success of the drill clearly shows that the
company is equipped to respond to real-time
threats such as natural disasters, security breaches
and network attacks.

Financial
Regulatory

Commission

of Mongolia Visits
PMEX

During the quarter, a delegation from the Financial
Regulatory Commission of Mongolia (FRC) visited
PMEX.

The PMEX management welcomed the members
of the FRC delegation and briefed them about the
Exchange’s integrated business  model,

technology infrastructure, legal & regulatory
framework and existing & upcoming products. The
briefing was followed by a tour of the PMEX office.
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Membership

e Look after the admission, transfer and
- conversion of Members
I n S I d e P M EX: Process the PMEX members application for
registration as a broker and renewal of
. registration as a broker with the SECP
I_ e ga | I} CO m p | | a n Ce Formulate necessary regulations in relation to
and Membership
Department

membership affairs

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

Department Overview

This department looks after the Legal, Compliance Syed Mumtaz Ali is working as Chief
and Membership affairs of the Exchange. Compliance Officer since August 2015 at
PMEX. He joined PMEX in October 2013 as

Key Functions Manager Internal Audit. He has over 18 years
Legal of professional experience. Prior to joining
PMEX, he worked for the Central Depository

e  Draft agreements, contracts, memorandums, Company of Pakistan (CDC) for 11 years. He
indemnity bonds, notices etc played a vital role in devising scope of

e  Scrutinize all legal and regulatory documents compliance audit of Stock Brokers besides

and provide legal opinions
e Pursue legal cases for the Exchange

being part of other key projects including
e Maintain regulations as per changing Business Continuity Certification (BS25999).
business needs

) He has conducted various training programs
Compliance for the education of brokers. He has also
e Establish and enforce compliance undertaken various courses on internal audit,

procedures in line with the current laws leadership, time management and business
e  Provide regulatory guidance to the brokers communication. Before working at CDC, he
e Supervise system audits of brokers and was associated with E&Y Ford Rhodes Sidat

regular inspection of brokers Hyder, Chartered Accountants.
e Liaise with SECP and the brokers on

compliance related issues and initiate
enforcement actions in compliance with
General Regulations 2007 and other
applicable laws
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Awareness
Programs

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

Top Ten Brokers

July - September 2015

i o)y

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 third 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.

Total Contracts Traded: 2,400,513,120 | Total Rupee Value Traded: 513.936 billion

Number of Brokers active: 63

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

Based on Traded Value

Enrichers (Pvt.) Limited

H.G Markets (Pvt.) Limited

Jahanzeb

Millennium Brokerage (SMC-Pvt.) Limited
Khadija Commaodities (Pvt.) Limited

Arsh Commodities (Pvt.) Limited

Arif Habib Commodities (Pvt.) Limited
Abbasi & Co. (Pvt.) Limited

JS Global Capital Limited

Riaz Ahmed
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Circulars

July 02, 2015 — There was an early market closure
on Friday, July 03, 2015 on account of an
International Holiday.

July 29, 2015 — It was noted that some brokers
were entering incorrect registration details of their
clients while setting up trading accounts in
Electronic Trading System (ETS) of the Exchange.
Brokers were advised to immediately regularize all
the trading accounts maintained with the
Exchange.

August 06, 2015 — The Exchange conducted a
Mock Trading session from Disaster Recovery (DR)
site on Saturday, August 08, 2015. The purpose of
the drill was to assess the readiness and
responsiveness of the Exchange to resume all
critical operations from the disaster recovery sites
in minimum possible time without compromising
the quality of services in the event of a disaster.

August 20, 2015 - Securities and Exchange
Commission of Pakistan (SECP) provided approval
to list the following three Red Chilli Weekly Futures
Contracts at the Exchange:

e PMEX Red Chilli Weekly (Grade A+) Futures

Contract

e PMEX Red Chilli Weekly (Grade A) Futures
Contract

e PMEX Red Chilli Weekly (Grade B) Futures
Contract

September 01, 2015 - There was an early market
closure on Monday, September 07, 2015 on
account of an International Holiday.

Pulse: Issue 08

September 03, 2015 — SECP made it mandatory
for all the brokers of the Exchange to get their
employees certified from Institute of Capital
Markets (ICM) for the following courses:

e Pakistan Markets and Regulation Program
(PMR)

e Fundamentals of Capital Markets (FCM)

e Commodity Broker Certification (CBC)

September 03, 2015 — PMEX members were
advised to apply for SECP Broker registration
before December 31, 2015. Furthermore, all new
members were informed to complete SECP Broker
registration  formalities within  six months of
becoming a member at PMEX. Failing to meet
these requirements may cause their membership
to lapse.

September 21, 2015 - SECP organized a full-day
training session on commodity trading for PMEX
member brokers on October 01, 2015 at
Maovenpick Hotel, Karachi.

September 21, 2015 - Institute of Capital Markets
(ICM) is offering discounts on certification that has
been made mandatory for the professionals of
capital markets by the SECP which are valid till
June 30, 2016.

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

PMEX Volume Comparison with Stock Exchanges Volumes of 4 Major Commodities
in PKR Billions in PKR Billions
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21245
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Price Trend of
Commodities

Pricein USD PriceinUSD
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Pulse: Issue 08
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