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Initial margin (IM)

CME Group accepts a wide range of assets to meet IM

requirements, including:

« Cash in 18 currencies
* Letters of Credit

- Gold

« Corporate Bonds

« U.S. Treasuries

« Government debt from nine different countries



Interest on cash
posted as IM

Interest is paid to customers where cash is posted

to CME Group for initial margin.

At time of writing, August 2023, the rate of return paid on
USD cash posted is +515 basis points.



Variation margin (VM)

In line with other exchanges, variation margin
on FX products is in the quote currency of each

currency pair.

However, FCMs typically offer the functionality

for customers to pay/receive all VM-related movements
in one currency (e.g., EUR), with the FCM then paying/
receiving VM movements with CME Group according

to the currency pairs traded.



Margin model

CME Group uses the SPAN model to calculate the IM

requirement of FX futures and options.

This model uses a one- or two-day margin period
of risk (MPOR) depending on whether the business is

customer or house for the clearing member.

The SPAN model can offer material funding efficiencies
compared to ISDA SIMM for firms impacted by the
Uncleared Margin Rules. Independent analysis has shown
the CME Group model to be up to 86% more efficient

than ISDA SIMM.
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Portfolio margining

The SPAN model used at CME Group allows for offsets and

efficiencies in four ways:

- Along the curve in a given currency pair
- Between correlated currency pairs

- Between futures and options

 Versus other CME Group products or asset classes,

including Rates and Equities

The ability to support portfolio margining between CME FX futures

and cleared OTC derivatives is also in development — with the first

offering likely to be MXN FX futures versus MXN TIIE swaps.*

5 *Offering not yet live and is subject to regulatory approuals.



Default fund

CME FX futures and options reside within the main

guaranty fund along with all other futures and options
at CME Group.

As of June 2023, CME Group held more than $5.5B in the
base guaranty fund along with total initial margin of more
than $210B.

The existing size of the guaranty fund along with a diverse
ecosystem of more than 40 FCMs and more than 90,000
traders in CME FX products helps to optimize any

additional funding costs to the default fund for FCMs.
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Exchange traded derivatives and cleared over-the-counter (“OTC") derivatives are not suitable for all investors and involve the risk of loss. Exchange traded and OTC
derivatives are leveraged instruments 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
initially deposited. This communication does not (within the meaning of any applicable legislation) constitute a Prospectus or a public offering of securities; nor is it a
recommendation to buy, sell or retain any specific investment or service.

The content in this communication has been compiled by CME Group for general purposes only and is not intended to provide, and should not be construed as,
advice. Although every attempt has been made to ensure the accuracy of the information within this communication as of the date of publication, CME Group
assumes no responsibility for any errors or omissions and will not update it. Additionally, all examples and information in this communication are 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 superseded by official Chicago Mercantile Exchange Inc ("CME"), the Chicago Board of Trade, Inc. ("CBOT"), the New York Mercantile Exchange,
Inc. ("NYMEX"), and the Commodity Exchange, Inc. ("COMEX") rulebooks or, as applicable, the respective Rulebooks of CME Group's certain other subsidiary trading
facilities. Current rules should be consulted in all cases including matters relevant to contract specifications.

CME Group does not represent that any material or information contained in this communication is appropriate for use or permitted in any jurisdiction or country
where such use or distribution would be contrary to any applicable law or regulation. In any jurisdiction where CME Group is not authorized to do business or where
such distribution would be contrary to the local laws and regulations, this communication has not been reviewed or approved by any regulatory authority and access
shall be at the liability of the user.

In France, each of CME, CBOT, NYMEX and COMEX have been recognized by the French Minister of Economy under Article D. 423-1 of the French Monetary and
Financial Code.

In Germany, each of CME, CBOT, NYMEX and COMEX have been authorized under section 102 of the German Securities Trading Act (Wertpapierhandelsgesetz). The
Commission implementing decision (EU) 2017/2320 of 13 December 2017 on the equivalence of the legal and supervisory framework of the United States of America for
national securities exchanges and alternative trading systems in accordance with Directive 2014/65/EU of the European Parliament and of the Council replaced
authorization under EU member state laws.

In the Netherlands, CME, CBOT, NYMEX and COMEX are dispensed from the requirement to obtain exchange recognition.

In Switzerland, CME, CBOT, NYMEX and COMEX are authorised foreign exchanges. In the Dubai International Financial Centre, CME, CBOT, NYMEX and COMEX are
each registered as a "Recognized Body" by the Dubai Financial Services Authority.

In the United Kingdom, CME, CBOT, NYMEX and COMEX are Recognised Overseas Investment Exchanges.

CME Group, the Globe Logo, CME, Globex, E-Mini, CME Direct, CME DataMine and Chicago Mercantile Exchange 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, Inc. NYMEX and ClearPort are trademarks of New York Mercantile
Exchange, Inc. COMEX is a trademark of Commodity Exchange, Inc.

BrokerTec Americas LLC. ("BAL") is a registered broker-dealer with the U.S. Securities and Exchange Commission, is a member of the Financial Industry Regulatory
Authority, Inc. (www.FINRA.org), and is a member of the Securities Investor Protection Corporation (www.SIPC.org). BAL does not provide services to private or retail
customers.

Certain CME Group subsidiaries are authorised and regulated by regulatory authorities. Certain of those subsidiaries are required to retain records of telephone
conversations and other electronic communications for a period of 5 to 7 years where required by certain regulation, copies of which are available on request (which
may be subject to a fee). For further regulatory information please see www.cmegroup.com.

Copyright © 2023 CME Group Inc. All rights reserved. Mailing Address: 20 South Wacker Drive, Chicago, lllinois 60606 PM23_FX010/0823

&: CME Group


https://www.cmegroup.com/
https://www.cmegroup.com/

