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 As it turned out, the December-March roll transpired during the month-long rally in the equity market.  
While the “Euro crisis” continued to simmer, with the Irish situation coming to the forefront during the early 
part of the month, risk appetite appeared to have returned.  Market volatility during the month dwindled.   
 

Exhibit 1 summarizes roll spread pricing during the period for U.S. domestic stock indexes.  The 
spreads traded increasingly higher during the roll period.  In particular, E-mini S&P 500 calendar spreads traded 
from 0.36% per annum - 0.44% per annum in terms of implied financing at the conclusion of the roll period. 

 
The implied financing rate is tied to the expected dividends for the ensuing three-month period, so if 

you maintain a higher dividend assumption, the implied financing rate would be higher as well.  During 
December 2010, there have been a few announcements of constituents increasing dividend payouts.  
Furthermore, there had been increasing chatter about financial companies getting ready to increase their 
dividend payouts in 2011.  Indeed, our source of dividend estimate had been increasing the forecasted dividends 
for the March quarter.  As such, the implied financing rate increase may have partly reflected this expected 
increase in dividends throughout the period.  

 
Exhibit 2 on the next page shows the history of the realized dividend points for S&P 500 corresponding 

to each expiration in the last 6 years.  During this roll, the estimated dividends used in our implied financing 
calculation ranged from 6.17 to 6.24 index points.  The increased dividend expectation from the 4th quarter of 
2010 contributed to approximately 10 basis points of the implied financing rate. 

 
Exhibit 1 
Volume Weighted Average Price and the corresponding volume weighted average implied financing rate of Dec‐
Mar calendar spreads in various domestic index futures.   

 

  
E‐mini S&P 500  E‐mini NASDAQ‐100  E‐mini Dow ($5) 

E‐mini S&P  
MidCap 400 

E‐mini S&P  
SmallCap 600 

Date  VWAP  Impl. Fin  VWAP  Impl. Fin.  VWAP  Impl. Fin.  VWAP  Impl. Fin.  VWAP  Impl. Fin. 

12/6  ‐5.09  0.36  ‐1.72  0.29  ‐65.73  0.32  ‐2.29  0.28  n/a  n/a 

12/7  ‐5.05  0.37  ‐1.68  0.29  ‐65.34  0.34  ‐2.26  0.29  n/a  n/a 

12/8  ‐5.01  0.38  ‐1.55  0.32  ‐63.48  0.40  ‐2.20  0.32  ‐1.05  0.08 

12/9  ‐5.02  0.37  ‐1.51  0.32  ‐63.03  0.41  ‐2.15  0.34  ‐0.85  0.27 

12/10  ‐4.98  0.40  ‐1.36  0.35  ‐64.07  0.39  ‐2.19  0.32  ‐0.86  0.26 

12/13  ‐4.98  0.40  ‐1.18  0.38  ‐62.85  0.43  ‐2.17  0.33  n/a  n/a 

12/14  ‐4.99  0.40  ‐1.17  0.38  ‐63.18  0.41  ‐2.17  0.33  ‐0.8  0.31 

12/15  ‐4.93  0.42  ‐0.98  0.42  ‐62.42  0.44  ‐2.07  0.38  n/a  n/a 

12/16  ‐4.87  0.44  ‐0.91  0.43  ‐61.68  0.46  ‐1.88  0.46  ‐0.83  0.28 
  Source: CME Group. 
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Exhibit 2 
Historical Dividend Accruals, in index points, for the S&P 500 Index shown for each quarterly expiration over the 
last six years. 
 

Year 
Quarter  2005  2006  2007  2008  2009  2010 
Mar  5.64  6.41  7.11  7.11  6.70  5.65 
Jun  5.12  5.72  6.34  7.02  5.36  5.56 
Sep  5.51  6.09  7.31  7.14  5.33  5.67 
Dec  5.81  6.51  7.55  6.43  5.42  5.83 

       Source: CME Group. 
 

 
Turning to the MSCI contracts, as was customary for the E-mini MSCI EAFE contract, the bulk of the 

roll was condensed into a short period (December 10-15, 2010).  Pricing appears to be high as well, with implied 
financing well above the levels exhibited in the previous quarter.  E-mini MSCI Emerging Market index futures 
followed very similar lines, but with more dispersed rollover activities throughout the period.  Pricing appears to 
be at the customary range of approximately 75 basis points above LIBOR, based on net dividend assumptions.    
 
Exhibit 3 
Estimated roll costs for the E‐mini MSCI EAFE and E‐mini MSCI Emerging Markets futures during the Dec 2010 /Mar 
2011 roll period.   

 
   E‐mini MSCI EAFE  E‐mini MSCI Emerging Markets 

   VWAP 
Impl. Fin. 
(Gross Div) 

 
Impl. Fin. 
(Net Div)  Volume  VWAP  Impl. Fin. 

 
Impl. Fin. 
(Net Div)  Volume 

12/6  n/a  n/a  n/a  n/a  0.30  1.33  1.15  3 

12/7  n/a  n/a  n/a  n/a  0.02  1.24  1.06  1734 

12/8  n/a  n/a  n/a  n/a  ‐0.08  1.07  0.90  661 

12/9  ‐3.98  1.13  0.81  1283  ‐0.11  1.06  0.89  5976 

12/10  ‐4.24  1.05  0.74  3630  ‐0.01  1.11  0.94  9857 

12/13  ‐1.84  1.63  1.32  8791  0.00  1.22  1.03  6940 

12/14  ‐2.57  1.46  1.15  5864  0.00  1.23  1.05  7266 

12/15  ‐4.56  0.99  0.67  5041  ‐0.29  1.15  0.96  1917 

12/16  ‐3.88  1.15  0.83  164  ‐0.76  1.02  0.83  2026 
            Source: CME Group. 

 
As open interest levels go, E-mini MSCI EAFE futures declined slightly to 27,958 positions from 

30,223 and 34,041 positions, respectively, following the last two expirations.  E-mini MSCI Emerging Markets 
futures’ open positions continued to build.  The contract emerged from the rollover with 38,297 contracts of 
open interest, up from 28,146 and 24,839 positions following the last two expirations. 

 
For more information about the CME Group suite of equity index futures and options, visit 

www.cmegroup.com/equities 
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Futures trading is not suitable for all investors, and involves the risk of loss. Futures are a leveraged investment, and because only a 
percentage of a contract’s value is required to trade, it is possible to lose more than the amount of money deposited for a futures position. 
Therefore, traders should only use funds that they can afford to lose without affecting their lifestyles. And only a portion of those funds 
should be devoted to any one trade because they cannot expect to profit on every trade. All references to options refer to options on futures. 
CME Group is a trademark of CME Group Inc. The Globe logo, CME, Chicago Mercantile Exchange, E-mini and Globex are trademarks of 
Chicago Mercantile Exchange Inc. CBOT and Chicago Board of Trade are trademarks of the Board of Trade of the City of Chicago. NYMEX, 
New York Mercantile Exchange and ClearPort are trademarks of New York Mercantile Exchange Inc. COMEX is a trademark of Commodity 
Exchange Inc. All other trademarks are the property of their respective owners. 
 
E-mini Dow ($5) and Fed Fund futures contracts are listed with and subject to the rules and regulations of CBOT. All other futures contracts 
mentioned in this brochure are listed with and subject to the rules and regulations of CME. 
 
The information within this brochure has been compiled by CME Group for general purposes only. CME Group assumes no responsibility for 
any errors or omissions. Additionally, all examples in this brochure are hypothetical situations, used for explanation purposes only, and 
should not be considered investment advice or the results of actual market experience. 
 
“Standard & Poor’s,” “S&P®”, “S&P 500®”, “S&P SmallCap 600™“and “S&P MidCap 400™“are trademarks of The McGraw-Hill Companies, 
Inc. These products are not sponsored, sold or endorsed by S&P, a division of The McGraw-Hill Companies, Inc., and S&P makes no 
representation regarding the advisability of investing in them. NASDAQ-100® is a registered service/trademark of The Nasdaq Stock 
Market, Inc. (“Corporations”). The Corporations and Nasdaq Financial Products Services, Inc. make no warranty, express or implied, and 
bear no liability with respect to the NASDAQ-100 Index, its use or any data included therein. “Dow Jones Industrial Average” is a service 
mark of Dow Jones & Company and have been licensed for use for certain purposes by the Board of Trade of the city of Chicago (CBOT). 
The CBOT’s futures and futures-options based on the Dow Jones Industrial Average are not sponsored, endorsed, sold or promoted by Dow 
Jones, and Dow Jones makes no representation regarding the advisability of trading in such products. All other trademarks are property of 
their respective owners. MSCI® and EAFE® are trademarks of MSCI Inc. or its affiliates and have been licensed for use by Chicago 
Mercantile Exchange Inc. Futures contracts and options contracts on any MSCI Index (“Index Contracts”) are not sponsored, guaranteed or 
endorsed by MSCI, its affiliates or any other party involved in, or related to, making or compiling such MSCI index. Neither MSCI, its 
affiliates nor any other party involved in, or related to, making or compiling any MSCI index makes any representations regarding the 
advisability of investing in such Index Contracts. Neither MSCI, its affiliates nor any other party involved in, or related to, making or compiling 
any MSCI index makes any warranty, express or implied, or bears any liability as to the results to be obtained by any person or any entity 
from the use of any such MSCI index or any data included therein. No purchaser, seller or holder of an Index Contract, or any other person 
or entity, should use or refer to any MSCI trade name, trademark or service mark to sponsor, endorse, market or promote this security 
without first contacting MSCI to determine whether MSCI’s permission is required. 
 
Copyright © 2010 CME Group Inc. 


