Specifications of the futures contract
on the Russian volatility index

APPROVED

by resolution of

the Executive Board of

Open Joint Stock Company «Moscow Exchange MICEX-RTS»

(Minutes No 21 as of 28 March 2014)
SPECIFICATIONS

OF THE FUTURES CONTRACT ON THE RUSSIAN VOLATILITY INDEX

The present Specifications of the cash-settled futures contract on the Russian Volatility Index (hereinafter the Specifications) establish the standard terms of the given futures contract.

The present Specifications together with the Clearing Rules for the Derivatives Market (hereinafter the Clearing Rules), Trading Rules for the Derivatives Market (hereinafter the Trading Rules) shall define the obligations under the futures contract on the Russian Volatility Index (hereinafter the Contract) as well as the procedure for such obligations to arise, be changed or terminated.
The underlying asset of the Contract shall be the Russian Volatility Index (index code – RTSVX) that is calculated by the Moscow Exchange (Exchange) in accordance with the methodology approved by the Exchange.

Terms and definitions not explicitly covered in this paper will be construed in compliance with the law of the Russian Federation, the Trading Rules and the Clearing Rules.

1. Opportunity to Conclude the Contract

1.1. The opportunity to conclude the Contract in the process of trading shall be granted by the Exchange’s resolution that shall specify:

· Contract code (designation);

· First trading day during which the Contract may trade (hereinafter the first trading day)
· Time the Contract may trade from (the start of trading in the Contract);

· Initial Settlement Price of the Contract;

· Initial price fluctuation limit for the Contract.
1.2. The code (designation) of the Contract shall be formed as follows:

RTSVX<settlement month>. <settlement year>.

The settlement month and year specified in the Contract’s code (designation) (hereinafter the Contract’s settlement month and settlement year) shall be indicated in Arabic numerals and shall be used for determination of the last trading day of the Contract and the settlement day of the Contract.

1.3. The Contract price.

1.3.1. When orders are submitted and contracts are made the Contract price shall be determined as the value of the Russian Volatility Index and quoted in basic points.

1.3.2. The minimum movement of the Contract price (hereinafter the tick) shall be 0.05 (five hundredth) basic points.

1.3.3. The value of the tick is calculated in the Russian Federation currency and shall be USD 1,00 (one) at the USD/RUB exchange rate determined in accordance with the Methodology for calculation of the indicative exchange rate, approved by the Exchange and published on the Internet on the Exchange’s website (hereinafter referred to as the USD/RUB exchange rate) with regard to exchange rate fluctuation limits set by the Clearing Center and published on the Internet on the Exchange’s website. 
If the USD/RUB exchange rate value turns to overcome or rank below the approved limits, the USD/RUB exchange rate value shall be deemed equal to the minimum/maximum data of the approved limits respectively. 
1.4. Unless otherwise provided for by the Exchange’s resolution as specified in 1.1. herein, the Contract’s last trading day shall be the 7 (seventh) calendar day preceding the last trading day of the futures-style options contract on RTS Index futures with the expiration month coincided with the Contract’s settlement month of the settlement year. If the indicated day is not a Trading day, then the contract’s last trading day shall be the last Trading day preceding it.

2. Obligations under the Contract

2.1. The Parties to the Contract shall be obliged to pay to each other cash funds (Variation Margin) in the amount depending on the changes in the value of the underlying asset.

2.2. The Variation Margin shall be calculated and transferred in the period from and including the first trading day of the Contract to and including the Contract’s settlement day. The Contract’s settlement day shall coincide with the last trading day of the Contract except for the cases provided for in clauses 5.1.-5.2 herein. The Variation Margin obligation determined during the evening clearing session on the Contract’s settlement day shall be treated as the settlement obligation.

2.3. The Variation Margin shall be calculated according to the following formula:

2.3.1.  During the intraday clearing session:

In case variation margin for the Contract has not been calculated before:

VМ1 = Round (SP1*Round(W1/R; 5); 2) – Round (P0*Round (W1/R; 5); 2

where:


VМ1 – the Variation Margin calculated for the Contract during the intraday clearing session on the current trading day;

Round – mathematical rounding to the specified accuracy function;

Po – the Contract Execution Price;

SP1 – the current (final) Settlement price of the Contract;

W1– the tick value;

R – the tick.

If Variation margin for the Contract has been calculated before:

VМ1 = Round (SP1*Round(W1/R; 5); 2) – Round (SPp*Round(W1/R; 5); 2)

where:

VМ1 – the Variation Margin calculated for the Contract during the intraday clearing session on the current trading day;

Round – mathematical rounding to the specified accuracy function;

SP1 – the current (final) Settlement price of the Contract;

SPp – The Contract’s Settlement price calculated based on the results of the evening settlement period on the previous trading day;

W1– the tick value;
R – the tick.
For the purpose of Variation Margin calculation during the intraday clearing session on the current trading day, the minimum tick value is determined using the USD/RUB exchange rate. The determination time is set by the Exchange and is published on the Exchange’s website.

2.3.2. During the evening clearing session:

a) If Variation margin has not been calculated yet for the Contract:

VМ2 = Round (SP2*Round(W2/R; 5); 2) – Round (P0*Round(W2/R; 5); 2)
where:

VМ2 – the Variation Margin calculated for the Contract during the evening clearing session based on the results of the evening settlement period on the current trading day;

Round – mathematical rounding to the specified accuracy function;

Po – the Contract Execution Price;

SP2 – the current (final) Settlement price of the Contract;

W2 – the tick value;

R – the tick.
b) If Variation Margin for this Contract was calculated during the intraday clearing session of the current trading day:

VM2 = VM – VM1,          

where:

VM2 – Variation margin for the Contract calculated during the evening clearing session of the evening settlement period of the current Trading day;

VM – Variation margin for the Contract calculated during the evening clearing session of the current Trading day;

VM1 – Variation margin for the Contract calculated during the intraday clearing session of the current Trading day subject to the Clause 2.3.1 of the Specifications.

VM value shall be calculated in accordance with the following formulas:

i) If Variation margin was not calculated for the Contract during the evening clearing session on previous trading day:

VМ = Round (SP2 *Round(W2/R; 5); 2) – Round (P0*Round(W2 / R; 5); 2)


where:

Round – mathematical rounding to the specified accuracy function;

SP2 – the current (final) Settlement price of the Contract;


P0 – the Contract Execution Price;


W2 – the tick value;

R – the tick.

ii) If Variation margin was calculated for the Contract during the evening clearing session on previous trading day:

VМ = Round (SP2*Round (W2/R;5); 2) – Round (SPp*Round (W2/R;5); 2),

where:

Round – mathematical rounding to the specified accuracy function;

SP2 – the current (final) Settlement price of the Contract;

SPp – The Contract’s Settlement price calculated based on the results of the evening settlement period on the previous trading day;

W2 – the tick value;

R – the tick.

For the purpose of Variation Margin calculation during the evening clearing session on the current trading day, the tick value is determined using the USD/RUB exchange rate; the determination time is set by the Exchange and published on the Exchange’s website. 
2.4. The obligation to pay Variation Margin in the amount calculated as per the formulas detailed in Clause 2.3 herein is to be fulfilled in accordance with the procedure and within the timeframe set forth in the Clearing Rules. 
Whereby 

· If the Variation Margin value is positive, the Seller is liable to pay the Variation Margin.

· If the Variation Margin is negative, the Buyer is subject to pay the amount equal to the absolute value of the calculated Variation Margin.
2.5. The Exchange shall determine the Contract’s Settlement Price in accordance with the procedure and within the timeframe set forth in the Trading Rules and Specifications.

2.6. For the purpose of determining the settlement obligations the current Settlement Price shall be deemed equal to the average value of the Russian Volatility Index calculated over the evening Settlement period on the last trading day of the Contract determined as per Clause 1.4. or Clause 5.1 or Clause 5.2. herein. The average value of the Russian Volatility Index shall be calculated during 14:03:15 throughout 18:00:00 MSK. The average value of the Russian Volatility Index shall be equal to the arithmetic mean of all Russian Volatility Index values calculated over the period for which the average value is to be determined.
2.7. The value of the Variation Margin calculated during the evening clearing session on the last trading day of the Contract, which exceeds the collateral determined for the Contract during the intraday clearing session on the last Contract’s settlement day in its absolute value, shall be deemed equal in its absolute size to the size of the collateral specified.
3. Grounds and procedure for termination of obligations under the Contract

3.1. Obligations under the Contract are terminated in full by duly performance thereof.

3.2. A Party’s obligations under the Contract shall be terminated in full in the result of opposite obligations arising for such Party under the Contract bearing the same code (designation), i.e. in the result of Buyer’s obligations arising for the Seller, or Seller’s obligations arising for the Buyer subject to a procedure and within time limit proscribed in the Clearing Rules.

3.3. Obligations under the Contract may be terminated on other grounds provided for in the Clearing Rules in accordance with the procedure set forth in the Clearing Rules.
4. Liability of the Parties for failure to perform the obligations under the Contract
4.1. The Parties shall be liable for failure to perform the obligations under the Contract as provided for in the law of the Russian Federation, Trading and Clearing Rules.

5. Special Provisions
5.1. If trading in the Contract has been suspended/terminated and in other cases provided for in the Trading Rules, the Exchange shall be entitled to adopt one of the following resolutions:

·  on changing the last trading day of the Contract; 

· on changing the settlement day of the Contract; and (or)

· on changing a current (final) Settlement price and determining the procedure for calculation and transfer of the Variation Margin in relation to the change of the Settlement price; and (or);

·  on taking other decisions provided for in the Trading Rules.

5.2. The Exchange shall be entitled to alter the last trading day and (or) settlement date of the Contract with a particular code upon agreement with the Clearing Centre, should during the period of this Contract the last trading day in such Contract is declared a public holiday be resolution of the Russian Federation authorities.

5.3. The Trading Members shall be notified of the resolution(s) made by the Exchange in accordance with Clauses 5.1.-5.2. herein by publishing such information on the Internet on the Exchange’s website at least 3 (three) Trading days.  
Should the circumstances leading to adoption of resolutions in 5.1.-5.2. herein occur less than 3 (three) Trading days prior to the Contract’s last trading day, the information on such resolution(s) made by the Exchange shall be communicated to Trading members by publishing it on the website of the Exchange not later than the effective date of the respective resolution.  

5.4. As soon as the resolution(s) made by the Exchange in accordance with Clauses 5.1.-5.2.herein come(s) into effect, the terms of the existing obligations under the Contracts that were made previously shall be deemed changed with regard to the above-mentioned resolution(s). 

5.5. If the Russian Volatility Index has ceased to meet the requirements towards an underlying asset of a derivative contract established by the Bank of Russia, the obligations under the Contracts made previously shall remain unchanged.

6. Amendments and Supplements to the Specifications
6.1. The Exchange shall be entitled to introduce amendments and supplements to the Specifications upon agreement with the Clearing Centre.

6.2. The amendments and supplements hereto shall come into force at the moment the Exchange puts into effect the Specifications containing such amendments and supplements upon registration thereof by the Bank of Russia in accordance with established procedures.

6.3. The Exchange shall notify the Trading Members that the Specifications containing such amendments and supplements come into effect by publishing the corresponding information on the Internet on the Exchange’s website at least 3 (three) trading days prior to the day when the given Specifications come into effect.

6.4. Starting from the moment the amendments and supplements to the Specifications come into force, the existing obligations under the Contracts that were made previously are deemed to be changed in accordance with such amendments and supplements.
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