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Trading Electricity Strips and Option Strategies on SYCOM

Background

In April 1998, the Business Conduct Committee (BCC) introduced a moratorium on the enforcement of 
the Prearrangement, Withholding and Disclosure rules in so far as they relate to Option Strategy trades 
on SYCOM®.  The decision was based on the fact that Members were being forced into executing 
essentially prearranged trades as the current SYCOM® system only allowed for the entry of Options in 
individual legs, and thus, could not facilitate the ‘packaging’ of Options as a Strategy.

In November 1998, the Market Practices Committee (MPC) and the Screen Dealing Committee (SDC) 
extended this moratorium to the trading of Electricity Strips.

The MPC and SDC recently reconsidered the procedures for the trading of Electricity Strips and Option 
Strategies on SYCOM® as it appeared there may be some confusion regarding compliance 
requirements with the moratorium.

The MPC and SDC determined that it was necessary to issue a Circular to clarify the 
procedures with which to adhere when broking and trading Option Strategies and Electricity 
Strips on SYCOM®, and further, to introduce new procedures which, it is believed, will 
promote price discovery and ultimately enhance traded volumes.

This Circular will update, and therefore replace the following:

Circular 98/98 - Trading Option Strategies on SYCOM® (issued 9 April 1998);l

Screen Dealing Bulletin 17/98 - Option Strategy Procedures (issued 12 Nov 1998); andl

Circular 323/98 - Electricity Strip Trading (issued 16 Nov 1998).l

Procedures for trading Option Strategies and Electricity Strips on SYCOM®

1. The following procedures must be followed by Members when executing Option Strategies or 
Electricity Strips on SYCOM®:

(a) When the Member receives an Expression of Interest (EOI) or an Order, it is required to contact 
the SYCOM® Control Centre immediately, by phone or message facility to request that a 



broadcast message be sent to the market.  The Exchange will send a broadcast message to the 
market.



It is important to note that the purpose of the ‘message’ is not only for the Member to obtain an 
initial quote from the market.  It is also to keep market participants updated as to the progression 
of the Member's interest from EOI through to Order (including amendments to details).  In this 
regard, the Member must advise the SYCOM® Control Centre of the following (if known) to be 
included in the broadcast message:

the specific contract ‘legs’ or strike prices;l

ratios for legs of Option strategies (where relevant); andl

the price for each leg or strike price making up the overall Strategy or Strip price.l

(b) Upon release of the message to the market, the initiating Member may attempt to obtain the other 
side of the trade, however, it must wait a period of two (2) minutes before attempting to cross the 
Strategy or Strip.

(c) Counterparties may respond to the message within the 2 minute period by contacting the initiating 
Member.

(d) Following this 2 minute period, the initiating Member may attempt to execute a cross trade, 
however SYCOM® will only guarantee against legging risk where execution has commenced 
within a further 2 minutes.

Whilst crossing during this final 2 minute period, should a Member be hit on part of the Strip or 
Strategy that was contained in its most recent broadcast message, the trades may be cancelled 
by SYCOM® and the Member allowed to re-commence its cross.

The following should also be noted:

where a trade is not executed within the total four (4) minute time period, the initiating Member may l
continue to broke the Strategy or Strip on the basis that it makes a further request of SYCOM® to 
broadcast a message when it has found the other side, at which time the 4 minute period will 
recommence; and

a Member may attempt to execute a cross outside the 4 minute period on the basis that it has l
represented its most current interest to the market on at least one (1) occasion, however, 
SYCOM® will not guarantee against any associated legging risk.

2. In regard to the execution of Options Strategies (with more than 2 Option strikes) on SYCOM® 
which include a Futures leg, Members are advised that it is not possible for SYCOM® to 
guarantee against legging risk when executing the Futures leg(s) as they are often liquid 
contracts.

However, the Member may separate the Options (2 or more strikes only) from the Futures and 
follow steps 1(a) through 1(d) (above) for the Options only.  The Member will then be guaranteed 
against legging risk on the Option legs, however, it must accept the legging risk associated with 
attempting to trade the Futures.



Requirement to Disclose Price

As noted above, the MPC and SDC introduced a requirement that, should the Member receive price 
specific information from its initiating client, then the following will apply:

regarding an EOI, if the client has stated price, the Member is required to include it in the l
broadcast message (although as it is only interest the Member cannot be held to that price); and

regarding an order, that the Member broadcast the price to the market.l

It should be noted that ‘price’ must encompass the individual basis for each leg.

In addition, it should be noted that if the Member determines not to advise the market of the limit price of 
its Order or EOI, or in fact any price, then it cannot disclose any price knowledge to its clients that has 
not been broadcast via SYCOM®.

The introduction of the above requirement is expected to enhance price discovery amongst Members 
without discouraging trading because the Member is still protected if it is hit whilst attempting to cross 
before the 4 minute period has expired.

Further, although the Member may have an order, and has subsequently informed the market of the 
price, it may still withhold execution until it has found the other side.  This is expected to benefit the 
initiating client on the basis that, should the Member fail to find the other side, the price is known to the 
market thereby allowing other Members to find a potential counterparty amongst its clients.

The Surveillance Department will continue to monitor the trading of Option Strategies and Electricity 
Strips on SYCOM®, and if abuses are identified resulting in participants being disadvantaged, then the 
moratorium will be withdrawn.

Should you have any queries in regard to the above procedures, please contact George Maganas, 
Screen Dealing Manager on 9256 0415, or the undersigned on 9256 0699.
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