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Current OTC FX Margin Model

Margin Model Goals

Scalable to other currency pairs

Satisfy coverage requirements”

Quickly reacts to changes in FX rate and volatility regimes

Stable during periods of low and moderate volatility

Ease of implementation
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Transparency for market participants
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* The model provides 99% 5-day MPOR coverage
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Current OTC FX Margin Model
Risk Framework

Filtered Historical VaR Risk Framework

Filtered Historical VaR risk framework:

* Is arefinement and an extension to historical simulation risk framework;
« Enriches the traditional non-parametric historical simulation with parametric time series models;

* Normalizes historic scenarios from different market regimes to be relevant to the current market
environment.

Model details:

« The current OTC FX Margin Model incorporates historical scenarios for FX forward curves and
discounting curves with a lookback of 5 years;

» Historical returns are derived using 5-day log returns for FX forward and discount curves;

» Historical returns are scaled using an appropriate forecast of short term volatility. Exponentially
Weighted Moving Average (EWMA) model is used to determine both the realized volatility and a
forecast of volatility over the close-out horizon. Furthermore, the forecast EWMA volatilities are floored
to ensure that margins are sufficient in low volatility environment;

« Once the P/L distribution is determined based on the above scenarios, margin is calculated using Value
at Risk risk measure (VaR) with 99.7% confidence level.
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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.

The Globe Logo, CME®, Chicago Mercantile Exchange®, and Globex® are trademarks of
Chicago Mercantile Exchange Inc. CBOT® and the 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. CME Group is a trademark of CME Group Inc. All other trademarks
are the property of their respective owners.

The information within this presentation has been compiled by CME Group for general purposes
only. CME Group assumes no responsibility for any errors or omissions. Although every attempt
has been made to ensure the accuracy of the information within this presentation, CME Group
assumes no responsibility for any errors or omissions. Additionally, all examples in this
presentation are hypothetical situations, used for explanation purposes only, and should not be
considered investment advice or the results of actual market experience.

All matters pertaining to rules and specifications herein are made subject to and are superseded
by official CME, CBOT, NYMEX and CME Group rules. Current rules should be consulted in all
cases concerning contract specifications.
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