{8 CME Group

Special Executive Report

DATE: November 1, 2022
SER#: 9083

SUBJECT: Amendments to the Daily Settlement Procedure Documents for Five (5) Metals
Futures Contracts

Effective December 1, 2022, and pending all relevant CFTC regulatory review periods, Commodity
Exchange, Inc. (“COMEX” or “Exchange”) will amend the Daily Settlement Procedure document in
connection with four (4) steel futures contracts listed in the table below and the Daily Settlement Procedure
document for the Aluminum Futures contract (collectively, the “Contracts”) (collectively, “Amendments to the
Documents”).

CME CME

Rulebook | ClearPort Globex

Contract Title Chapter Code Code
U.S. Midwest Domestic Hot-Rolled Coil Steel (CRU) Index Futures 920 HR HRC
U.S. Midwest Busheling Ferrous Scrap (AMM) Futures 601 BUS BUS
U.S. Midwest Domestic Steel Premium (CRU) Futures 969 HDG HDG
North European Hot-Rolled Coil Steel (Argus) Futures 971 EHR EHR
Aluminum Futures 107 ALl ALl

The Exchange is amending the daily settlement procedures for the U.S. Midwest Domestic Hot-Rolled Coil
Steel (CRU) Index Futures, U.S. Midwest Busheling Ferrous Scrap (AMM) Futures, U.S. Midwest Domestic
Steel Premium (CRU) Futures, North European Hot-Rolled Coil Steel (Argus) Futures and Aluminum
Futures, to better reflect current market activity.

As a result of enhanced trading activity, the Exchange is amending the settlement window of the steel futures
contracts from between 12:30:00 and 13:00:00 Central Time (CT) to between 10:30:00 and 11:00:00 CT.
Additionally, if no outright trades occur during the settlement period in a given contract month, then the
contract month settles to the last CME Globex outright, strip trade or CME ClearPort outright, calendar or
strip trade that occurred between 04:00:00 and 11:00:00 CT. If the last trade is below a CME Globex bid or
above a CME Globex ask that is active at the end of the respective settlement period, the settlement will be
adjusted to the CME Globex bid or CME Globex ask.

The Exchange is also enhancing the settlement procedure of all non-lead months of the Aluminum Futures
contract. The volume-weighted average price (“VWAP”) of calendar spreads during the spread settlement
time (between 16:30:00 and 16:35:00 London Time) will be used in conjunction with settlements from any
months where a settlement price has been determined to form a VWAP in the contract month to be settled.
Efforts will be made to honor resting bids and asks, but VWAP trades will take precedence.

Exhibit A and Exhibit B provide the Amendments to the Documents in blackline format.

Inquiries regarding the aforementioned may be directed to the CME Group Global Command Center at
312.456.2391. Questions regarding this Special Executive Report may be directed to the CME Global
Command Center at 800.438.8616, in Europe at 44.800.898.013, in Asia at 65.6532.5010, or
GCC@cmegroup.com.



mailto:GCC@cmegroup.com

Exhibit A
Steel Futures Settlement Procedures Document

(additions underscored; deletions struck-through)

Normal Daily Settlement Procedure

CME Group staff determines the daily settlements for U.S. Midwest Domestic Hot-Rolled Coil Steel
(CRU) Index Futures (CME Globex: HRC; CME ClearPort/Clearing: HR), U.S. Midwest Busheling
Ferrous Scrap (AMM) Futures (BUS), U.S. Midwest Domestic Steel Premium (CRU) Futures (HDG) and
North European Hot-Rolled Coil Steel (Argus) Futures (EHR) based on outright trading activity on CME
Globex (Globex) and CME ClearPort (CPC) between 42:30:00 10:30:00 and 43:00:00 11:00:00 Central
Time (CT), the settlement period.

Tier 1: If there are outright trades in a given contract month on Globex or CPC during the respective
settlement period, then that month settles to the volume-weighted average price (VWAP) of the trade(s)
during this period.

Tier 2: If no outright trades in a given contract month occur during the respective settlement period,
then the contract month settles to the last trade-en-either Globex outright, strip trade or CPC outright,
calendar or strip trade erGPRE that occurred between 04:00:00 and 12:30:00 11:00:00 CT. If the last
trade is below a Globex bid or above a Globex ask that is active at the end of the respective settlement
period, the settlement will be adjusted to the Globex bid or Globex ask.

Tier 3 If no trades occur between 04 00: 00 and 13:00:00 11: OO 00 CT in a listed contract month and

theqereweu%days—setﬂement—pneee the settlement will be adjusted accordlnq to the foIIowmq Gtebe;ebtd

or—Globex—ask. If the previous day’s settlement, is—between-the-Globex—bid/ask—at-the—end-of-the

respective-settlement-period-that-contract-months-settle-will-be when adjusted to the net change of the
preV|ous Ilsted contract month IS between the Globex bldlask l-f—the—resultmg—settlement—#em—the

at the end of the respectlve settlement penod that contract month settles to that IeveI If the previous
day’s settlement adjusted to the previous listed contract month’s net change is below the Globex bid or
above the Globex ask that is active at the end of the respective settlement period, the settle will be
adjusted to the Globex bid or Globex ask.

Tier 4: If no trades occur between 04:00:00 and 13:00:00-11:00:00 CT and there is no Globex bid or
Globex ask active at the end of the respective settlement period, that contract month’s settlement will
be adjusted to the net change of the previous listed contract month.

Final Settlement Procedure

HRC — COMEX Rulebook Chapter 920
BUS — COMEX Rulebook Chapter 601
HDG — COMEX Rulebook Chapter 969
EHR — COMEX Rulebook Chapter 971


https://www.cmegroup.com/rulebook/COMEX/9/920.pdf
https://www.cmegroup.com/rulebook/COMEX/6/601.pdf
https://www.cmegroup.com/rulebook/COMEX/9/969.pdf
https://www.cmegroup.com/rulebook/COMEX/9/971.pdf

Exhibit B

Aluminum Futures Settlement Procedures Document
(additions underscored; deletions struck-through)

Normal Daily Settlement Procedure

COMEX Aluminum (ALI) futures are settled by CME Group staff based on trading activity on CME
Globex during the settlement period. The settlement period is defined as: 16:30:00 to 16:35:00 London
Time.

Lead Month

The lead month is the anchor month for settlements and will be the third chronological month.
However, on the 15" of the current calendar month, the lead month becomes the 4™ chronological
month, and remains the 4™ chronological month until expiry of the current calendar month. The lead
month is settled based on market activity on CME Globex between 16:30:00 to 16:35:00 London Time —
the lead month settlement period.

Tier 1: The lead month settles to the volume-weighted average price (VWAP) of the trades executed
on CME Globex between 16:30:00 teand 16 35 00 London T|me the settlement period, rounded to the
nearest tradable tick. ‘

Tier 2: If there is no VWAP, then the last trade price is checked against eurrent-the bid/ask.

a. If the last trade price is outside of the bid/ask spread, then the contract settles to the nearest bid
or ask price.

b. If the last trade price is within the bid/ask spread or if a bid/ask is not available, then the
contract settles to the last trade price.

Tier 3: If there is no last trade price available, then the prior settle is checked against current the
bid/ask.

a. If the prior settle is outside of the bid/ask spread, then the contract settles to the nearest bid or
ask price.

b. If the prior settle is within the bid/ask spread or if a bid/ask is not available, then the contract
settles to the prior settlement price.

Al-OtherMonths

Deferred-contract-months-consist-of-all_All non-lead months and-settle according to the following procedures
guidelines:

Tier 1: All months other than the designated lead month will settle based upon the VWAP of
accumulated calendar spread transactions executed-on-Globexfrom-between 16:30:00 te-and 16:35:00
London Time, the calendar spread settlement time. These calendar spreads will be used in conjunction
with settlements from any months where a settlement price has been determined to form a VWAP in the
contract month to be settled.




Tier 2: In the absence of relevant calendar spread trades, bids and offers in those calendar spreads
will be used in conjunction with settlements from any months where a settlement price has been
determined to form an implied market in the contract to be settled. These implied markets will be used
to derlve the best p033|ble bld and the best possuble ask —aleng—\mth—theeutnght—btdiask—market—fepthe

ok -_ Provided that-the
|mpI|ed b|d/ask spread is con5|stent W|th reasonablhty thresholds fepthe—ppedeee as determined by the
Global Command Center, the contract will settle at-the-midpeint-of-within the implied bid/ask spread.
Note: Efforts will be made to honor resting bids and asks, but VWAP trades will take precedence.

Tier 3: In the absence of an implied best bid/best ask that meets reasonability thresholds, the net
change of the previous contract month will be apphed to determine the contract s settlement prlce

Final Settlement Calculation for Expiring Contract

CME Group staff determines the settlement of the expiring Aluminum (ALI) contract by following the
reqular daily settlement procedures for non-lead months. The expiring contract, considered to be a non-
lead month, is settled based on relevant spread relationships on CME Globex throughout the settlement
period (for Deferred Months) up to expiration.

Additional Details

Aluminum (ALI) futures are physically delivered upon expiration. For additional details on delivery,
please see the COMEX Rulebook chapter 107.



https://www.cmegroup.com/rulebook/COMEX/1a/107.pdf

