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Pakistan Mercantile Exchange Limited (PMEX) is Pakistan's
first demutualized and the only multi-commodity futures
exchange, which is licensed and regulated by the
Securities and Exchange Commission of Pakistan (SECP).
Our stakeholders include leading financial institutions and
stock exchanges of Pakistan. We offer a diverse range of
domestic and international commodity and financial
futures. Our infrastructure is based on sophisticated and
state-of-the-art technology comparable to similar
exchanges around the world that offer complete range of
services, i.e. trading, clearing & settlement, custodial and
back office.

Pakistan Mercantile Exchange Limited
9th Floor, PRC Towers, 32-A, Lalazar Drive

M.T. Khan Road, Karachi, Pakistan.

UAN: +92-21-111-623-623

FAX: +92-21-35611263

EMAIL: info@pmex.com.pk

WEB: www.pmex.com.pk
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PULSE

From the Desk of
Nauman Lakhan

Head of Marketing, Business Development
& Customer Support Services

Dear Readers,

| welcome you to the second issue of Pulse and would like to express my sincere gratitude for the appreciation and
valuable feedback received for our introductory issue.

Our aim is to make the newsletter an effective medium to connect with all the stakeholders, a tool that updates you
about PMEX developments and its current and future plans.

2013 was a significant year for PMEX, as the Company introduced new products, achieved the highest trading
volume, brought on a new management and developed plans to make 2014 an even bigger success than 2013.
Needless to say, this would not have been possible without the support of our valuable clients and Board of
Directors, untiring efforts of the entire PMEX management team and a visionary Managing Director who has led the
efforts from the top.

We believe that our commitment to have a client centric approach and infrastructure & operational excellence will
go a long way in achieving our desired goals.

In this issue, we have brought the highlights of the last quarter in which we sponsored many events, attended an
international conference, conducted a disaster recovery drill and initiated investor awareness programs. Other
interesting sections include corporate social responsibility, investor education, top ten brokers and trading
highlights of the quarter.

| hope you will enjoy reading this issue.

We value your feedback and look forward to your continuous support for the next issue.

Thank You.
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Third Successful
Disaster Recovery Drill

In today's business world, technology plays a potent role in the success of any organization and it is of critical
importance for entities like PMEX which are using cutting edge technological infrastructure to cater to the needs of its
business partners and market participants throughout the country. Therefore, it becomes imperative for such
organizations to undertake regular drills to test readiness of the systems and its operations in case of any eventuality.

In line with the above, PMEX successfully performed its third annual disaster recovery drill on January 01, 2014 which
was a trading holiday at the Exchange. The drill was executed as per announced program to assess the readiness
and responsiveness of the Exchange to resume all critical operations from the disaster recovery site in minimum
possible time without compromising the quality of services in the event of a disaster.

The exercise turned out to be an overall success as all core objectives regarding relocation of critical staff to disaster
recovery site, recommencement of operations and continuity of services with uninterrupted customer support were
met as per the drill plan. Brokers as well as their clients participated in the exercise and got a hands on experience
to trade at the Exchange in case of any eventuality.

After the completion of the drill, talking to employees, Ejaz Ali Shah, Managing Director, PMEX said, “It is a point of
great satisfaction that 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 security breaches, network
attacks and natural disasters. Going forward, the frequency of such drills will be increased to maintain seamless
business operations.”
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PMEX Granted
Full Member Status of AFM

In February, PMEX was granted full member status

of the Association of Futures Markets (AFM). o L i e L
Attaining the full membership will not only allow I ThISiS'to confirm thatthe __j
PMEX to play a proactive role in the formulation E ' . d
of policies of the Association but also E. ] ;-;"?ﬁ? (it e

elect and be elected to the bodies of
the Association. PMEX joined AFM as Associate
Member in 2012.

was admitted to the Association of Futures Markets

. ] W
ﬁ's a Full Member “

in 2014

AN o

Being a full member, PMEX was invited in the 17th
Annual Conference of AFM held at Bali, Indonesia
in February. The Exchange was represented by
Ejaz Ali Shah, Managing Director and Hasan
Mahmood, Head of Research, Product
Development, IT Security and Risk.

]

The Conference provided an opportunity
to the representatives from leading commodity
exchanges of the world to benefit from the
experiences of each other. There were roundtable
discussions on topics such as the opportunities
and challenges around regional exchange
partnerships, role of smaller domestic exchanges
n increasing competition of larger exchanges,
changing landscape of energy and emerging
markets, the influence of media on exchanges and
markets, commodity speculation and role of
commodity exchanges in helping the economy.
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Android App for Brokers

In an endeavor to innovate and provide user friendly services to brokers, PMEX has recently
launched the Broker Management System (BMS), a free mobile based Android application
developed in-house by PMEX IT team.

The application brings together the most frequently used features of two trading systems - Trader
Account Management Systems (TAMS) and Clearing, Settlement and Reporting System (CSR)
in a single interface. With this application, brokers can perform following six key operations
using their mobile device:

Activation and suspension of traders
Setting up auto liquidation thresholds
Raising a fund request

Providing fund approval

Allocating funds

Activation and suspension of access rights

Speaking after the launch of the application, Amjad Khan, Chief Operating Officer, PMEX, said “The aim of this
application is to bring trading capabilities on the fingertips of the brokers. Moving ahead, new developments
will be made to give users a comprehensive trading experience on their mobile phones.”

PMEX Unveils New Billboard

PMEX stepped into out-of-home advertising by
placing a billboard at the National Commodity
Exchange Limited (NCEL) building located on M.T.
Khan road at the junction of Movenpick Hotel,
Pearl Continental Hotel and PIDC House.

This initiative will help PMEX to create awareness
about the Exchange and the opportunity it offers
being the only multi-commodity futures Exchange
of Pakistan among the masses.
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CFO Conference

PMEX sponscred CFO Conference 2014 themed “From
Conformance to Leadership - Evolving Role of CFOs" held
on March 11, 2014 in Karachi and March 13, 2014 in
Lahore. The Conference was organized by Institute of
Chartered Accountants of Pakistan (ICAP.)

The Conference brought together 1,200 plus business leaders of Finance, Audit, Tax and Information Technology
from diverse industries under one roof. The event was covered widely by print and broadcast media.

At the Conference, PMEX showcased its products & services and imparted information to the participants about the

operations of the Exchange.

pakistan's
Largest
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Awareness Programs

Keeping in view the need for creating awareness about futures trading in Pakistan, PMEX has taken an initiative
to organize awareness programs through workshops, trainings and seminars with the aim to equip existing and
potential market participants and investors with the necessary knowledge of the futures market.

Futures Trading 101

In the last quarter, PMEX successfully organized 28 training
sessions titled “Futures Trading 101" at PMEX premises, which
were attended by diverse set of audience such as students,
housewives, retirees, salaried and business professionals etc.
The training not only provided an in-depth knowledge of
commodity fundamentals, technical analysis and listed
products at PMEX but also equipped trainees with hands on
experience with the Trading System at PMEX.

The Exchange commenced Futures Trading 101, biweekly free
of cost training sessions every Tuesday and Thursday from
3:00 PM to 5:00 PM, in Dec 2013 and intends to continue them
in the future as well.

Business Schools

Students of business schools are ‘managers in making' and
require extensive interaction with diverse real world business
environment. In line with this, PMEX has taken a special
initiative to educate the next generation business leaders
through comprehensive and interactive workshops about the
benefits of futures trading at the Exchange.

In the month of March, PMEX participated in the workshops at
Institute of Business Management (loBM) and Greenwich
University. These sessions were attended by large number of
students and faculty members. The program included a
presentation and a panel discussion about fundamentals of
futures trading followed by a Q&A session. Students expressed
keen interest in trading at the Exchange and were offered to
avail demo trading account service, which is an exact replica of
PMEX's trading system to gain hands on experience of futures
trading.

Going forward, PMEX aims to organize series of workshops at
other leading business schools on the same lines.
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Corporate Social Responsibility

PMEX and its employees believe in giving back to the community in which they operate. As a socially responsible
corporation, PMEX actively participates in the activities which focus on bringing a meaningful change in the
society.

In line with the above, PMEX continued its efforts to imbue the spirit of volunteerism among its employees for
helping the underprivileged. The employees participated in the 15th cycle of Rahbar, a structured seven weeks
mentorship program by The Citizen Foundation (TCF) aimed at the development of youth as responsible
individuals and productive members of society.

“Three months back a colleague recommended and
persuaded me to join the TCF Rahbar Program. To be
honest, at that time, all her persuasion seemed a bit
overselling to me, but now if you ask me to explain the
whole experience in a word, | would say its "Addictive”!
This seven weeks journey was truly enlightening and
soul enriching, where | went to mentor them but instead
ended up learning a lot from those kids about their
unique perspectives and their aspirations in a
simple-minded and honest way. Rahbar offers you best
takeaways in form of sweet memories, innocent smiles
and long lasting relations with the kids."

Uzzma Hayat Khan
Manager, Human Resources

“Glint of hope gleaming in the eyes of young innocent
children about a person who can guide them with love
brought me back for the second time to Rahbar. In a
span of seven weeks, both the children and | learnt
through role plays, stories, games and hero speaker
sessions on how to be a successful person in our lives.
The entire experience further enlightened my
perspective about the reality of life.”

Sobia Ashraf
Manager, Marketing

“The Saturdays spent with TCF Rahbar program are one
of the best spent days of my life. The experience of
motivating, guiding and mentoring the underprivileged
children gives you such an invaluable satisfaction that
cannot be explained in words. | must say it is a two way
learning process as the Rahbar program is designed in
such a manner that it not only gives you an opportunity
to mentor children but also provides learning
opportunity for yourself.”

Hasan Mahmood

Head of Research - Product Development,
IT Security and Risk
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Inside PMEX: Operations Department

To educate our readers about the working of the Exchange, we have added a section titled “Inside PMEX". Every
quarter, this section will highlight the role of one of the departments of the Exchange. In this issue, we take our

readers through the Operations Department.

Overview

The Operations Department is at the heart of PMEX as
all operations of the Exchange including the clearing
house and daily settlements are handled by this
Department.

Seamless settlement process is critical to the success
of the Exchange. Keeping this in view, Operations
Department ensures that all systems are running
correctly and there are no discrepancies either in
computations, matching, rules or reporting. The
Department also works in close coordination with the IT

Key Functions

The Operations department at PMEX is responsible
for managing day to day market operations of the
Exchange. These essentially include the following:

® |nitiate Start of Day processes that load all
trading systems with correct pricing, margining
and reporting

® |ist approved Commodity Futures Contract
(CFC) for trading to eligible brokers and their
clients

® Manage Brokers’ and their clients’ access to
Electronic Trading System (ETS)

® Maintain risk management parameters like
Positions Limits, Margins and Liquidation
Thresholds

® Collect and manage clearing deposits and
margins including fees, penalties, etc.

® Recovery of vault insurance and handling of
physical deliveries

® Daily calculation/collection of the margin
requirements for open positions

® Daily settlements of profits and losses
® Final settlements at contract expiry

® Activate and suspend broker trading rights

team to complete its tasks and meet its desired
objectives.

The infrastructure is based on sophisticated and
state-of-the-art technology comparable to similar
exchanges around the world that offers complete
range of services, i.e. trading, clearing & settlement
and custodial services.

Currently, the Operations Department operates in a 24
hour environment providing continuous trading for 21
hours. Plans are underway to increase frading time
further.

Shehzad Hussain Makhani is Head of Operations. Mr.
Makhani has been a part of the management team
since May 2004 and has been instrumental in the
development of standard operating procedures and
guidelines for Market Operations and Clearing &
Settlements. Mr. Makhani is also looking after testing of
the Exchange and Trading Applications.

Mr. Makhani is an associate member of Institute of
Chartered Accountants of Pakistan (ACA), Institute of
Cost and Management Accountants of Pakistan
(ACMA) and he also a Certified Information System
Auditor (CISA) of Information System Audit Control
Association (ISACA).
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Investor Education

The following excerpt is taken from an article litled '12 Cardinal Mistakes of Commodity Trading’ written
by Walter Bressert. We shared the first three mistakes in our previous newsletter. Remaining mistakes of
trading, discussed in the article, will be shared with you in the upcoming editions.

Taking small profits and letting
your losses run

A very common mistake among futures traders is taking
small profits and letting losses run. This is often the result of
no game plan. After one or two losing trades, investors are
very likely to take a small profit on the next trade even
though that trade could have turnred into a large
profit-maker that would offset all losses.

Letting losses run often happens to new futures traders and
is not uncommon among professional futures traders. After
entering a market, you don't know where to get out. Once a
trader start losing money, the tendency is to let the loss get
larger and larger in hope that the market will retrace to let
him break even — which of course, it seldom does.

This mistake is overcome by using predetermined
stop/loss orders to prevent the losses from running.

Overstaying your position

One of the most common mistakes of trading futures is
overstaying positions, or simply failing to take profits at a
predetermined level. There seems to be a natural law that
the market is only going to allow one individual so much
money before it starts to take it back.

If the market meets the trader's price objective and he is
still in the market without a close stopfloss order, he is
overstaying his position. All too often the market breaks
sharply through the “mental stop” and from that price level,
the investor watch the paper profits disappear before his
eyes. Then he decides to hold on for a small rally, and the
market never rallies enough. Next thing he knows he has a
loss. Be aware that a large profit can turn into an even
larger loss.

This mistake can be overcome by the use of trailing stops
raised closer to the market as your price objective is
approached, or automatically taking profits at your price
objectives.
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Averaging a loss

This is usually a holdover from trading stocks. In
futures, with five or ten percent margin, averaging a
loss can be disastrous to say the least. A typical
approach is buying a future and it drops lower, figuring
that since it was a good buy then, it is a better buy now.

Trader can also justify averaging down by figuring he
will have a lower average entry price and require a
smaller move to break even. Unfortunately, trader will
lose twice as much if the market continues against him,
as it almost always does.

There are approaches that will allow trader to buy a
market at one price level, add on at a lower level and
add on again at even a lower level, as long as this was
his predetermined game plan before he bought the
first contract. He must also have an unmovable
stop/loss order that takes him out of all contracts.

This mistake is easily overcome by having a strict rule
that trader never average a loss unless his
predetermined game plan called for buying the market
at lower levels with an unmovable stop/loss order to
take him out of all contracts if it is hit.
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Top Ten Brokers

Total Contracts Traded: 1,065,176

Total Rupee Value Traded: PKR 282.395 Billion

Ranking Based on Traded Contracts Based on Traded Value
1 KASB Securities Limited Mohammad Ashraf Husssain Adhi
2 Enrichers (Private) Limited KASB Securities Limited
3 Rahat Securities Limited Enrichers (Private) Limited
4 Abbasi & Co (Private) Limited Foundation Securities (Private) Limited
5 Foundation Securities (Private) Limited JS Global Capital Limited
6 JS Global Capital Limited Rahat Securities Limited
7 Mohammad Ashraf Hussain Adhi Arif Habib Commaodities (Private) Limited
8 Arif Habib Commeodities (Private) Limited Shajar Capital Pakistan (Private) Limited
9 Muhammad Naveed Akhtar Absolute Commodities (Private) Limited
10 Darson Securities (Private) Limited Zafar Securities (Private) Limited
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PMEX Volume vs KSE Volume of 3 Major
Commodities
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