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Article 1. Definitions
Clearing Center shall mean CJSC RTS Clearing Center.
Clearing Rules shall mean the Clearing Rules (Rules of clearing on the securities market) of CJSC RTS Clearing Center.

Clearing Member shall mean a Clearing Participant that has made a contribution to the Contingency Fund in the amount set by the Clearing Center.

Derivatives Market Committee shall mean the Derivatives Market Committee of OJSC RTS.

Instrument shall mean a futures contract on a specific underlying asset with a predetermined settlement day; a series of option contracts; securities of the same kind (category, type) that are qualified for T+N trading with a predetermined settlement date.

Hereinafter a security shall mean securities of the same kind (category, type) qualified for T+N trading with a predetermined settlement date. 

Other terms shall be used herein as defined by the RF legislation and Clearing Rules.

Article 2. General Provisions
2.1. The present document describes the main principles of development of the Initial Margin calculation algorithm.
2.2. The algorithm is based on the scenario approach. Within the scenario approach a number of scenarios reflecting anticipated changes of the following inputs:

· security’s price;

· futures contract’s price;

· option’s volatility

are considered for each group of instruments.

Each of the above-mentioned scenarios is a specific combination of the foregoing inputs.

2.2.1. The group of instruments is made up of either:

· a security;
or

· a futures contract and options on the given futures contract if applicable;
If the group consists of a security then this security is the underlying asset of this group. Otherwise the group’s underlying asset is the futures contract which is included in the group.

2.3. Scenarios reflecting the changes of the price for the futures contract / security represent sets of a number of equidistant values falling within the range [Settlement Price - 2(L; Settlement Price + 2(L]. Each value is a price of the futures contract / security. In the above-mentioned formula L stands for the trade price deviation limit determined in accordance with the Clearing Rules. 
2.3.1. Current values of the Settlement Price and price deviation limits are published on the RTS web-site.
2.4. Scenarios based on variations in option’s volatility represent sets of volatility curves. A set of volatility curves is made of a volatility curve created as described in the “Option’s Theoretical Price”, a document published on the RTS web-site, and volatility curves generated by applying coefficients to the above-mentioned volatility curve. The number of coefficients determines the number of scenarios that reflect variations in option’s volatility. The option’s price is calculated in compliance with the procedure set forth in the above-mentioned document “Option’s Theoretical Price” based on the price for the underlying futures contract and the option’s volatility.

2.5. The number of scenarios is established by the Clearing Center.
2.6. For each scenario the algorithm includes calculating the financial result of closing out all the positions in the group’s instruments at the prices determined based on this scenario. The total financial result is calculated as the sum of financial results of closing out all the positions in each instrument. The non-negative total financial result is deemed to equal zero.
2.6.1. The financial result of closing a position in a futures contract is calculated as the aggregate Variation Margin to be debited or credited to the Clearing Participant’s account, if it is closed at the futures contract’s price predetermined by the scenario.
2.6.2. The financial result of closing a position in an option contract is calculated as the aggregate premium/ variation margin to be paid or received by the Clearing Participant on closing the position which is calculated based on the underlying futures’ price and the option’s volatility predetermined by the scenario.
2.6.3. The financial result of closing a T+N position is calculated as the aggregate Collateral Deposit to be paid or received by the Clearing Participant on closing the position at the security’s price predetermined by the scenario.

2.7. The size of Initial Margin for a group of instruments equals the absolute value of the minimum financial result across all scenarios. The given principle of calculating the Initial Margin based on a set of financial results applies to any combination of positions.
Article 3. Calculating Initial Margin for one contract/ one lot of securities and Basic Size of Initial Margin

3.1. Calculating Initial Margin for one contract/ one lot of securities is an example of implementing the general algorithm for calculation of Initial Margin and employing the scenario approach.

3.2. The size of the Initial Margin calculated for one contract / one lot of securities shall be called the Basic Size of the Initial Margin.

3.3. The Basic Size of the Initial Margin is calculated for futures contracts, securities and options.

3.3.1. The price at which a position in a futures contract/ a T+N position is closed out is limited as per Clause 2.3 herein. The minimum financial result and consequently the Basic Size of the Initial Margin for one futures contract/ one lot of securities equals 2xL where L stands for the trade price deviation limit established in compliance with the Clearing Rules.

3.4. For futures contracts/ securities the Basic Size of the Initial Margin is calculated for one bought futures contract/ one bought lot of securities as well as for one sold futures contract/ one sold lot of securities and is respectively referred to as Basic Initial Margin of the Buyer or Basic Initial Margin of the Seller. These values are published on the RTS web-site and delivered to the Workstations and Gateways of the participants of trading.
3.5. Calculation of Initial Margin during a trading session.

3.5.1. When submitting an order for a futures contract / T+N trade aimed at opening or increasing the Position for the given futures contract / security, if the price for the indicated bid is less than the current Settlement price of the given futures contract / security or a price of the indicated ask is higher than the current Settlement price of the given futures contract / security, then:
· Initial Margin for this futures contract equals the Basic Size of the Initial Margin for this futures contract, calculated in accordance with the p.3.3.1, reduced by an absolute value calculated by the formula Do * W/R, where: 
Do is a difference between the current Settlement price of the given futures contract and the price indicated in the order;

W is a cost of a minimal price tick;

R is a minimal price tick.

Minimal price tick and the cost of the minimal price tick is determined in accordance with the specifications of the given futures contract. 

· Initial Margin for one lot of securities of the given T+N Trade equals the Basic Size of the Initial Margin for the lot of securities calculated in accordance with the p.3.3.1 reduced by the absolute value calculated by the formula: Do * L, where

Do is a difference between the current Settlement price of the given security and the price indicated in the order;
L is a security lot.

3.5.2. When concluding a futures contract / T+N Trade that leads to formation or increase of the Position for the given futures contract / T+N Trade with the bid price less than the current Settlement price of the given futures contract / security or the ask price is higher than the current Settlement price of the given futures contract / security.
· Initial Margin for the given futures contract equals the Basic size of the Initial Margin for the given futures contract calculated in accordance with the p.3.3.1, reduced by the absolute value calculated by the formula: Dp * W / R, where
Dp is a difference between the current Settlement price of this futures contract and a volume-weighted average Position price;

W is a cost of a minimal price tick;

R is a minimal price tick. 

Minimal price tick and the cost of the minimal price tick is determined in accordance with the specifications of the given futures contract.
· Initial Margin for one securities lot of the given T+N Trade equals the Basic size of the Initial Margin for one securities lot calculated in accordance with the p.3.3.1, reduced by the absolute value calculated by the formula Dp * W / R, where
Dp is a difference between the current Settlement price of the given futures contract and a volume-weighted average Position price;

W is a cost of a minimal price tick;

R is a minimal price tick. 

Minimal price tick and the cost of the minimal price tick is determined in accordance with the specifications of the given futures contract.

· Initial Margin for one lot of securities of the given T+N Trade equals the Basic Size of the Initial Margin for the lot of securities calculated in accordance with the p.3.3.1 reduced by the absolute value calculated by the formula: Dp * L, where

Dp is a difference between the current Settlement price of the given security and volume-weighted average Position price;

L is a security lot.

3.5.3. In all other cases the Initial Margin for a futures contract / one securities lot equals the Basic size of the Initial Margin.
3.5.4. For the purpose of p.3.5.1, 3.5.2 hereof the current Settlement price of the futures contract / security equals: 
· Settlement price of the futures contract / security set for the beginning of the trading session (Settlement period), if during the trading session (Settlement period) the limit for price fluctuations for the given futures contract / security was not raised at all or was raised only once;

· difference between the upper limit for prices fluctuations for the given futures contract / security set after the second raise of the given limit, and the limit for prices fluctuations for the given futures contract / security set for the beginning of the trading session (Settlement period), if the upper limit for price fluctuations for the given futures contract / security was raised twice. 
· sum of the lower limit for prices fluctuations for the given futures contract / security set after the second reduction of the given limit and the limit for prices fluctuations for the given futures contract / security set for the beginning of the trading session (Settlement period), if the lower limit for the prices fluctuations for the given futures contract / security is reduced twice. 
For the purpose of p.3.5.2 hereof the volume-weighted average price of the Position is calculated as follows: 
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 - price for the futures contract / T+N Trade;
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 - number of futures contracts / securities in a trade;
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 - summing up is performed for all trades, whose futures contracts / securities form a Position including the concluded futures contract / T+N trade.
3.5.5. The given calculation of the Initial Margin is performed on condition a Clearing Member indicates this feature on the trading system. This indicator can be set or withdrawn for each Clearing Member’s client (clearing register section).
3.6. For all option contracts the Basic Size of the Initial Margin is calculated for one sold option. This value is published on the RTS web-site and delivered to the Workstations and Gateways of the participants of trading.

3.7. For all option contracts the Initial Margin is additionally calculated for one sold option covered by a futures contract (one sold Call option covered by one bought futures contract or one sold Put option covered by one sold futures contract). Hereinafter this value is referred to as the Initial Margin on a synthetic position. It is published on the RTS web-site and delivered to the Workstations and Gateways of the participants of trading.

3.8. For futures-style option contracts the Basic Size of the Initial Margin is calculated for one bought option contract in addition to the value calculated as per Clause 3.5 herein. It is published on the RTS web-site and delivered to the Workstations and Gateways of the participants of trading. For the remaining option contracts the Basic Size of the Initial Margin for one bought option contract shall equal zero.

Article 4. Minimum Basic Size of the Initial Margin and trade price deviation limit
4.1. The minimum Basic Size of the Initial Margin on a futures contract/ security is a value established by the Clearing Center as the minimum allowed Basic Size of the Initial Margin.
4.2. The minimum Basic Size of the Initial Margin on a futures contract/ security is established as a percentage of the Settlement Price by the Clearing Center prior to provision of the opportunity to enter into a futures contract/ a trade in the security and is published on the RTS web-site.
4.2.1. The procedure for reviewing the Basic Size of the Initial Margin is described in the Clearing Rules.
4.3. Prior to the first day of trading in the futures contract/ security the initial Settlement Price and the trade price deviation limit are set to make the below equation true.
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where
MinBSIM stands for minimum Basic Size of the Initial Margin on a futures contract/ security,


SP stands for Settlement Price,


Limit stands for Initial trade price deviation limit.

4.4. The procedure for reviewing the trade price deviation limit is described in the Clearing Rules. In compliance with the Clearing Rules the trade price deviation limit can be amended providing that the below inequality remains true.
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Article 5. Principles of Initial Margin Calculation
5.1.
Futures contracts on the same underlying asset with different settlement periods and securities underlying such futures contracts can be treated as a spread. The List of instruments that can form a spread is compiled by the Clearing Center.
5.1.1.
Groups of instruments formed as per Clause 2.2.2 break down into spread and non-spread groups according to the following rules
· a non-spread group includes a group made up from a futures contract / security that cannot form a spread; 
· a spread group includes groups made up from futures contracts / securities that constitute a spread;
5.2. All the positions registered in the positions register fall into groups of positions with regard to the groups of instruments formed as per Clause 2.2.1. A group of positions includes positions in the instruments that make up a group of instruments providing that such positions are registered in one section of the positions register. Such group of positions is referred to as belonging to the given section of the positions register. The above-mentioned groups of instruments and groups of positions are referred to as corresponding groups. The underlying asset of the group of positions coincides with that of the corresponding group of instruments.

5.2.1. In accordance with Clause 5.1.1 groups of positions fall into:

· non-spread groups of positions;

· spread groups of positions.

5.3. For each group of positions financial results are calculated as per Clause 2.6.

5.4. The Initial Margin on positions registered in one section of the positions register calculated with regard to spreads in accordance with the following procedure.
5.4.1. Out of all spread and non-spread groups of positions the ones that belong to the given section of the positions register are chosen.
5.4.2. For each scenario financial results calculated for groups of positions that constitute a spread group of positions are summed up. The financial result of the spread group of positions registered in one section of the positions register equals the minimum financial result across all scenarios.
5.4.3. The financial result of the non-spread group of positions registered in one section of the positions register equals the minimum financial result across the financial results calculated for all scenarios considered for the group of positions constituting the non-spread group of positions.
5.4.4. For a section of the positions register the financial result is calculated by summing up the total financial result for all non-spread groups of positions registered in the given section and the total financial result for all spread groups of positions registered in the given section.
5.5. The Initial Margin on positions registered in the sections opened for a Brokerage Firm within the positions register is calculated with regard to partial netting and spreads in compliance with the following procedure.

5.5.1. Groups of positions belonging to sections opened for the Brokerage Firm are chosen out of all groups of positions.

5.5.2. Partial netting is applied to identical groups of positions. (Groups of positions belonging to different register sections and corresponding to the same group of instruments are called identical groups of positions). Financial results calculated for all identical groups of positions based on all scenarios are summed up (hereinafter the financial result for identical groups of positions).

5.5.3. For a Brokerage Firm the financial result is calculated with regard to spreads based on the set of financial results calculated for all scenarios for all groups of positions except for identical groups of positions and sets of financial results calculated for all scenarios for all identical groups of positions. Such sets of financial instruments are calculated as described in the foregoing Clause and based on the following:

· Identical groups of positions are treated as one group of positions;

· All groups of positions are treated as belonging to one section.

5.6. The size of Initial Margin for a Clearing Member equals the total Initial Margin for all the Brokerage Firms.
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