Appendices to the Clearing Rules of CJSC RTS Clearing Center

Appendix S14
to the Clearing Rules of
CJSC RTS Clearing Center
METHODOLOGY FOR DETERMINATION OF LIMITS FOR TRADING PARTICIPANTS
Limits for trading participants are calculated in US dollars.

A trading participant’s limit is calculated by subtracting the Initial Margin from the General Limit established for a trading participant.

General Limit for a trading participant:
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, where:

	Lo
	General Limit for a trading participant

	Lb
	Maximum value of unsettled trades provided that the collateral falls to the zero level

	Km
	Average market risk ratio, expressed as a decimal

	Lt
	Limit for outstanding penaly interest and/or fines payable to the Clearing Center established for a trading participant of the given trading participants group

	F
	Total amount of outstanding penalty interest and/or fines registered in the name of the trading participant, expressed in US dollars

	S
	Total collateral amount expressed in US dollars


The maximum value of unsettled trades provided that the collateral falls to the zero level and the limit for outstanding penalty interest and/or fines payable to the Clearing Center determined for a trading participant of each trading participants group are established by the Clearing Center in accordance with the Methodology for allocation of a trading participant to a group of trading participants (Appendix S17 to Clearing Rules).

The average market risk ratio is established and reviewed by the Clearing Center in accordance with the Methodology for determination of the market risk ratios for securities developed by CJSC RTS Clearing Center.

The total collateral amount is calculated as the sum of collateral amounts in all collateral accounts that are allocated to the trading participant.

For the purpose of calculating the total collateral amount the collateral amounts expressed in Russian rubles are converted into US dollars at the exchange rate established by the Central Bank of Russia for the day when the operation is performed.

For the purpose of calculating the total amount of outstanding penalty interest and/or fines registered in the name of the trading participant the outstanding penalty interest or fines expressed in Russian rubles are converted into US dollars at the exchange rate established by the Central Bank of Russia for the day when the operation is performed.

For the purpose of calculating the total collateral amount securities registered as collateral are registered at their estimated value expressed in US dollars.

Estimated securities value:

	B = Q ( C ( (1 - K),

where:

	B
	Estimated securities’ value, expressed in US dollars

	Q
	Number of securities registered as collateral

	C
	Settlement price of the security expressed in US dollars

	K
	Market risk ratio for the security


The number of securities registered as collateral is determined in accordance with Appendix S20 to the Clearing Rules with regard to the minimum and maximum number of securities of a given type accepted by the Clearing Center as collateral.

The settlement price of a security is calculated by the Clearing Center daily in accordance with the Methodology for calculation of settlement prices (Appendix S16 to the Clearing Rules).

Market risk ratios for securities accepted as collateral are established and reviewed by the Clearing Center in accordance with the procedure set forth in Appendix S18 to the Clearing Rules.

For each Clearing Participant acting as a trading participant of the electronic trading mode the Clearing Center calculates the Initial Margin, i.e. the collateral to be posted on all partially collateralized trades provided that the obligations under such trades have not been terminated. The Initial Margin is calculated based on the estimation of potential market risk associated with trades and calculation of realized market risk associated with trades, both as performed by the Clearing Center.

Realized market risk associated with a trade:

	R = Q ( |(Ct – C)|, where:

	R
	Realized market risk associated with a trade

	Q
	Number of securities transacted under a trade

	Ct
	Trade price expressed in US dollars

	C
	Settlement price expressed in US dollars


The trade price equals the security’s price at which the trade is executed.

The settlement price of a security is calculated by the Clearing Center based on the results of the trading day in accordance with the Methodology for calculation of settlement prices (Appendix S16 to the Clearing Rules).

Realized market risk associated with a trade is registered by the Clearing Center as a positive value, if:

· it is a buy transaction and the trade price exceeds the settlement price;

· it is a sell transaction and the trade price is less than the settlement price.

Realized market risk associated with a trade is registered by the Clearing Center as a negative value, if:

· it is a buy transaction and the trade price is less than the settlement price;

· it is a sell transaction and the trade price exceeds the settlement price.

Potential market risk associated with a trade:

	If the realized market risk associated with a trade equals zero or is larger than zero,
P = Q ( C ( K(N),

	If the realized market risk associated with a trade is less than zero,
P = Max( Q ( C ( K(N) + R , Q ( C ( K(1) ),

where:

	R
	Realized market risk associated with a trade

	P
	Potential market risk associated with a trade

	Q
	Number of securities transacted under a trade

	C
	Settlement price expressed in US dollars

	K(N)
	Market risk ratio for a security calculated based on the volatility of the security tracked for N days 

	K(1)
	Market risk ratio for a security calculated based on the volatility of the security tracked for 1 day


The market risk ratio for a security (K(N)) reflects the security’s volatility estimated by the Clearing Center with regard to the number of days until the termination of the main obligation under the trade.

Market risk ratios for securities admitted to trading in the electronic trading mode are established and reviewed by the Clearing Center in accordance with the procedure set forth in Appendix S18 to the Clearing Rules.

The Initial Margin on a security is calculated for all trades executed by the trading participant in the security provided that the obligations under such trades have not been terminated:

	D = (R + Max ((Ps , (Pb),

where:

	D
	Initial Margin on the security

	(R
	Aggregate realized market risks associated with trades in the security (positive values)

	(Ps
	Aggregate potential market risks associated with sell transactions in the security whose settlement day has not arrived yet

	(Pb
	Aggregate potential market risks associated with buy transactions in the security whose settlement day has not arrived yet


The Initial Margin is calculated as the sum of Initial Margins on all securities in resepect of which a trading participant has entered into trades provided that the obligations under such trades have not been terminated.

A trading participant’s limit is calculated in accordance with the above rules unless there is:

· an overdue Margin Call (the procedure for issuing and meeting Margin Calls is set forth in Appendix S15 to the Clearing Rules);

· an outstanding penalty interest or fine that remains unpaid by the Clearing Participants within one business day upon the occurence of such debt.

In such cases the limit for the trading participant is set to zero.

















































PAGE  
178
page 


_1210582915.unknown

