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1. Text of the Proposed Rule Change.  

(a) Pursuant to the provisions of Section 19(b)(1) of the Securities Exchange Act of 

1934 (the “Act” or the “Exchange Act”)1 and Rule 19b-4 thereunder2, Chicago Mercantile 

Exchange Inc. (“CME”) is filing with the Securities and Exchange Commission (“Commission”) 

proposed rules changes that are related to its business as a derivatives clearing organization 

offering interest rate swap (“IRS”) clearing services.  More specifically, the proposed rule 

changes would facilitate the addition of new IRS products for clearing.  The proposed rule text is 

attached to this filing as Exhibit 5. 

(b)  Not applicable.  

(c)  Not applicable.  

2.  Procedures of the Self-Regulatory Organization.  

(a) CME’s Board via delegated authority approved the proposed rule change on July 

24, 2012. 

(b) Please refer questions and comments on the proposed rule change to Tim Elliott, 

Associate General Counsel, CME Group, Inc., 20 S. Wacker Drive, Chicago, IL 60606, (312) 

466-7478. 

3. Self-Regulatory Organization's Statement of the Purpose of, and Statutory Basis for, the 

Proposed Rule Change  

 (a)  Purpose 

                                                           
1 15 U.S.C. 78s(b)(1). 
 
2 17 C.F.R. 240.19b-4.   
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CME is registered as a derivatives clearing organization with the Commodity Futures 

Trading Commission and currently offers clearing services for interest rate swaps (“IRS”).  With 

this filing, CME proposes to accept the following swaps for clearing beginning September 17, 

2012: 

• Zero Coupon Swaps denominated in United States Dollars (“USD”) Euros 

(“EUR”) and British Pound Sterling (“GBP”) with Termination Dates up to 50 

years; 

• Overnight Index Swaps (“OIS”) denominated in USD, EUR, GBP and Japanese 

Yen (“JPY”) with Termination Dates up to 30 years; and 

• An extension of the latest Termination Date for swaps denominated in USD, 

EUR and GBP to 51 years and 10 days. 

The Manual of Operations for CME Cleared Interest Rate Swaps (the “IRS Manual”) is 

also being updated in connection with these proposed changes to reflect the acceptance of the 

above interest rate swaps and to make certain other operational updates and typographical and 

grammatical corrections.  The IRS Manual changes will be effective on September 17, 2012. 

CME notes that it has also submitted the proposed rule changes that are the subject of this 

filing to its primary regulator, the Commodity Futures Trading Commission (“CFTC”), in CME 

Submission 12-275.   

(b) Statutory Basis 

CME believes the proposed rule changes are consistent with the requirements of the 

Exchange Act including Section 17A of the Exchange Act.  The proposed rule changes involve 

improvements to CME’s interest rate swap product offering for investors and as such are 

designed to promote the prompt and accurate clearance and settlement of securities transactions 
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and derivatives agreements, contracts and transactions to assure the safeguarding of securities and 

funds which are in the custody or control of the clearing agency and, in general, help to protect 

investors and the public interest.  Furthermore, the proposed rule changes are limited to the 

clearing of swaps and thus relate solely to the CME’s swaps clearing activities pursuant to its 

registration as a derivatives clearing organization under the Commodity Exchange Act (“CEA”) 

and do not significantly affect any securities clearing operations of the clearing agency or any 

related rights or obligations of the clearing agency or persons using such service.   

CME further notes that the policies of the CEA with respect to clearing are comparable to 

a number of the policies underlying the Exchange Act, such as promoting market transparency for 

over-the-counter derivatives markets, promoting the prompt and accurate clearance of 

transactions and protecting investors and the public interest.   

4.  Self-Regulatory Organization's Statement on Burden on Competition. 

CME does not believe that the proposed rule change will have any impact, or impose any 

burden, on competition. 

5.  Self-Regulatory Organization's Statement on Comments on the Proposed Rule Change 

Received from Members, Participants, or Others. 

CME has not solicited, and does not intend to solicit, comments regarding this proposed 

rule change.  CME has not received any unsolicited written comments from interested parties. 
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6.  Extension of Time Period for Commission Action. 

CME does not consent to an extension of the time period for Commission action on the 

proposed rule change. 

7.  Basis for Summary Effectiveness Pursuant to Section 19(b)(3) or for Accelerated 

Effectiveness Pursuant to Section 19(b)(2) or Section 19(b)(7)(D). 

(a)  Not applicable.   

(b)  Not applicable. 

(c)  Not applicable. 

(d) This filing is made pursuant to Section 19(b)(1) of the Act and shall become 

effective upon approval by the Commission.   There are three reasons that provide good cause to 

grant this filing on an accelerated basis.  One, the products covered by this filing, and the CME’s 

operations as a derivatives clearing organization for such products, are regulated by the CFTC 

under the CEA.  Two, the proposed rule changes expand relate solely to interest rate swaps and 

therefore relate solely to its swaps clearing activities and do not significantly relate to the CME’s 

functions as a clearing agency for security-based swaps.  Three, the proposed rules changes 

would provide investors with an expanded range of IRS products available for clearing in 

furtherance of the goals of increased central clearing under the Dodd-Frank Act.  Additionally, 

not approving this request on an accelerated basis will have a significant impact on the swap 

clearing business of the CME as a designated clearing organization.   

8.  Proposed Rule Change Based on Rules of Another Self-Regulatory Organization or of the 

Commission. 



Page 7 of 14 

 

The proposed rule change is not based on the rules of another self-regulatory organization 

or the Commission. 

9.  Exhibits  

List of exhibits to be filed, as specified in Instructions C and D:  

Exhibit 1 Notice of proposed rule change for publication in the Federal Register 

Exhibit 2 Not applicable 

Exhibit 3 Not applicable  

Exhibit 4 Not applicable 

Exhibit 5.  Text of proposed rule change 
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EXHIBIT 1 

SECURITIES AND EXCHANGE COMMISSION  

[Release No. 34-________; File No. SR-CME-2012-35]  

SELF-REGULATORY ORGANIZATIONS 

Proposed Rules Changes By Chicago Mercantile Exchange Inc. Regarding Acceptance of 

Additional Interest Rate Swaps for Clearing  

 _______________________________________________________________________ 

Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934 (“Act”),1 and Rule 

19b-4 thereunder,2 notice is hereby given that on _______, 2012, Chicago Mercantile Exchange 

Inc. (“CME”) filed with the Securities and Exchange Commission (“Commission”) the proposed 

rule change described in Items I, II and III, below, which items have been prepared by CME. 

I.  Self-Regulatory Organization’s Statement of the Terms of Substance of the 

Proposed Rule  Change  

CME proposes to amend rules related to its business as a derivatives clearing 

organization offering interest rate swap clearing services.  More specifically, CME proposes to 

accept the following swaps for clearing beginning September 17, 2012: 

• Zero Coupon Swaps denominated in United States Dollars (“USD”) Euros 

(“EUR”) and British Pound Sterling (“GBP”) with Termination Dates up to 50 

years; 

                                                           
1 15 U.S.C. 78s(b)(1). 
 
2 17 CFR 240.19b-4. 
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• Overnight Index Swaps (“OIS”) denominated in USD, EUR, GBP and Japanese 

Yen (“JPY”) with Termination Dates up to 30 years; and 

• An extension of the latest Termination Date for swaps denominated in USD, 

EUR and GBP to 51 years and 10 days. 

The text of proposed rule changes to CME Rule 90002.L, relating to the extension of  

termination dates, is available at the CME’s Web site at http://www.cmegroup.com, at the 

principal office of CME, and at the Commission’s Public Reference Room. 

**** 

II.  Self-Regulatory Organizations Statement of the Purpose of, and Statutory 

Basis for, the Proposed Rule Change 

In its filing with the Commission, the self-regulatory organization included statements 

concerning the purpose and basis for the proposed rule change and discussed any comments it 

received on the proposed rule change.  The text of these statements may be examined at the 

places specified in Item IV below. The self-regulatory organization has prepared summaries, set 

forth in sections A, B, and C below, of the most significant aspects of such statements.   

A. Self-Regulatory Organization’s Statement of the Purpose of, and Statutory Basis for, 

the Proposed Rule Change. 

CME is registered as a derivatives clearing organization with the Commodity Futures 

Trading Commission and currently offers clearing services for interest rate swaps (“IRS”).  With 

this filing, CME proposes to accept the following swaps for clearing beginning September 17, 

2012: 

http://www.cmegroup.com/
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• Zero Coupon Swaps denominated in United States Dollars (“USD”) Euros 

(“EUR”) and British Pound Sterling (“GBP”) with Termination Dates up to 50 

years; 

• Overnight Index Swaps (“OIS”) denominated in USD, EUR, GBP and Japanese 

Yen (“JPY”) with Termination Dates up to 30 years; and 

• An extension of the latest Termination Date for swaps denominated in USD, 

EUR and GBP to 51 years and 10 days. 

The Manual of Operations for CME Cleared Interest Rate Swaps (the “IRS Manual”) is 

also being updated in connection with these proposed changes to reflect the acceptance of the 

above interest rate swaps and to make certain other operational updates and typographical and 

grammatical corrections.  The IRS Manual changes will be effective on September 17, 2012. 

CME notes that it has also submitted the proposed rule changes that are the subject of this 

filing to its primary regulator, the Commodity Futures Trading Commission (“CFTC”), in CME 

Submission 12-275.   

CME believes the proposed rule changes are consistent with the requirements of the 

Exchange Act including Section 17A of the Exchange Act.  The proposed rule changes involve 

improvements to CME’s interest rate swap product offering for investors and as such are 

designed to promote the prompt and accurate clearance and settlement of securities transactions 

and derivatives agreements, contracts and transactions to assure the safeguarding of securities and 

funds which are in the custody or control of the clearing agency and, in general, help to protect 

investors and the public interest.  Furthermore, the proposed rule changes are limited to the 

clearing of swaps and thus relate solely to the CME’s swaps clearing activities pursuant to its 

registration as a derivatives clearing organization under the Commodity Exchange Act (“CEA”) 
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and do not significantly affect any securities clearing operations of the clearing agency or any 

related rights or obligations of the clearing agency or persons using such service.   

CME further notes that the policies of the CEA with respect to clearing are comparable to 

a number of the policies underlying the Exchange Act, such as promoting market transparency for 

over-the-counter derivatives markets, promoting the prompt and accurate clearance of 

transactions and protecting investors and the public interest.   

B.   Self-Regulatory Organization’s Statement on Burden on Competition. 

 CME does not believe that the proposed rule change will have any impact, or impose any 

burden, on competition. 

C. Self-Regulatory Organization’s Statement on Comments on the Proposed Rule 

Change Received from Members, Participants, or Others. 

CME has not solicited, and does not intend to solicit, comments regarding this proposed 

rule change.  CME has not received any unsolicited written comments from interested parties. 

III.  Date of Effectiveness of the Proposed Rule Change and Timing for Commission 

Action  

The foregoing rule change has been filed pursuant to Section 19(b)(1)3 of the Act and 

will become effective upon approval by the Commission.  The CME has articulated three reasons 

for granting this request on an accelerated basis.  One, the products covered by this filing, and the 

CME’s operations as a derivatives clearing organization for such products, are regulated by the 

CFTC under the CEA.  Two, the proposed rule changes relate solely to interest rate swap clearing 

activities and therefore relate solely to its swaps clearing activities and do not significantly relate 

to the CME’s functions as a clearing agency for security-based swaps.  Three, the proposed rules 

                                                           
3 Supra note 1. 
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changes would provide investors with an expanded range of IRS products available for clearing in 

furtherance of the goals of increased central clearing under the Dodd-Frank Act.   Additionally, 

CME notes that not approving this request on an accelerated basis will have a significant impact 

on the swaps clearing business of the CME as a designated clearing organization.   

IV.  Solicitation of Comments  

Interested persons are invited to submit written data, views and arguments concerning the 

foregoing, including whether the proposed rule change is consistent with the Act. Comments may 

be submitted by any of the following methods:  

• Electronic comments may be submitted by using the Commission’s Internet 

comment form (http://www.sec.gov/rules/sro.shtml), or send an e-mail to rule-

comment@sec.gov.  Please include File No. SR-CME-2012-35 on the subject 

line. 

• Paper comments should be sent in triplicate to Elizabeth M. Murphy, Secretary, 

Securities and Exchange Commission, 100 F Street, NE, Washington, D.C., 

21049-1090. 

All submissions should refer to File Number SR-CME-2012-35. This file number should 

be included on the subject line if e-mail is used. To help the Commission process and review your 

comments more efficiently, please use only one method. The Commission will post all comments 

on the Commission’s Internet Web site (http://www.sec.gov/rules/sro.shtml). Copies of the 

submission, all subsequent amendments, all written statements with respect to the proposed rule 

change that are filed with the Commission, and all written communications relating to the 

proposed rule change between the Commission and any person, other than those that may be 

withheld from the public in accordance with the provisions of 5 U.S.C. 552, will be available for 

inspection and copying in the Commission’s Public Reference Room, 450 Fifth Street, NW, 

mailto:rule-comment@sec.gov
mailto:rule-comment@sec.gov
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Washington, DC 21049. Copies of such filing also will be available for inspection and copying at 

the principal office of CME.  All comments received will be posted without change; the 

Commission does not edit personal identifying information from submissions. You should submit 

only information that you wish to make available publicly.  

All submissions should refer to File Number SR-CME-2012-35 and should be submitted 

on or before [insert date 21 days from publication in the Federal Register].  

For the Commission, by the Division of Trading and markets, pursuant to delegated 

authority.4  

        Elizabeth M. Murphy 

Secretary 

                                                           
4 17 CFR 200.30-3(a)(12) 
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Exhibit 5 

Underlined text indicates additions. 

[Bracketed] text indicates deletions. 

CHICAGO MERCANTILE EXCHANGE INC. RULEBOOK 

Rule 100 – Rule 90002.K – No Change.   

Rule 90002.L  IRS Product 

An IRS that the Clearing House has designated as eligible for clearing.  An IRS Product must 

specify a Termination Date equal to or less than [50] 51 years and 10 calendar days [2 Clearing 

Business Days] after the Clearing Business Day on which such IRS Product is submitted for 

clearing to the Clearing House. 

Rule 90002.M – End – No Change.   


