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SFE CIRCULAR 26/01

AMENDMENTS TO THE BUSINESS RULES AND CHANGE
TO THE COUPON RATE FOR TEN YEAR AND THREE YEAR

TREASURY BOND FUTURES CONTRACTS

30-32 Grosvenor Street
Sydney NSW 2000
Australia
Telephone (02) 9256 0555
Facsimile (02) 9256 0666

The Exchange has already provided notification in Circulars 6/01, 16/01 and 23/01 about
proposed changes to the coupon rate for the Ten Year and Three Year Treasury Bond Futures
contracts, which are to commence on 15 March 2001.

This circular sets out the amendments which are to be made to the Market By-Laws for the
relevant contracts to enable the change to the coupon rate to be made.  The relevant Market
By-Laws are TB.1, 2, 102 and 203 (for the Ten Year contracts) and equivalent changes to
TRB.1, 2, 102 and 203 for the Three Year contracts.

The amendments remove the specific requirement that the coupon rate for both contracts is
12% and enable that rate to be varied from time to time, as appropriate.  The Exchange has
determined that, as from the date mentioned above, the coupon rate for both contracts will be
6%

The amendments are set out in the Annexure.

BARBARA JONES
COMPANY SECRETARY 8 MARCH 2001

Readers please note that the formulae on page 4 were incorrect in the circular as published
on 8/3/01 and were corrected on 8/6/01
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ANNEXURE

MARKET BY-LAWS OF THE TEN YEAR TREASURY BOND CONTRACT

Amend as indicated (additions underlined, deletions struck through)

TB.1 (a) The subject of each contract shall be Commonwealth Government Treasury bonds with:

(i) a face value of $100,000,
(ii) a term to maturity of ten years and in respect of which no tax rebate is allowed;
(iii) a coupon rate of 12 per cent per annum (12%) in respect of each cash settlement

month, as determined by the Board or the Chief Executive or his delegate.

(ai)      The coupon rate for each cash settlement month referred to in TB.1(a)(iii) may be determined:
(i) prior to that settlement month being listed or
(ii) after the settlement month has been listed where no Open Positions in futures or

options exist in that settlement month at the time of the rate variation.

A list of coupon rates for each cash settlement month shall be set out in the Twenty-Ninth
Schedule.

(b) The effect of a Ten Year Treasury Bond contract (hereinafter referred to as "the contract") is that
the parties will make an adjustment between them at a specified future time (hereinafter referred
to as "the cash settlement day") according to whether a cash settlement price is greater or less
than the price at the time of the making of the contract, the difference being determined in
accordance with these By-Laws.

TB.2  (a) The value or worth of a contract at the time of making that contract (hereinafter called the
"contract value") shall be determined by the following formula:

Contract value = 1000 x [6 c (1 - v 20)/i + 100v 20]
(expressed in Australian Dollars)

where i = one half the contract price (vide TB.11)
                                    100

and   v = 1/(1 + i)

and   c = coupon rate/2

(b) The value or worth of a contract on the cash settlement day (hereinafter called the "cash
settlement value") shall be determined by the following formula:

Cash settlement value = 1000 x [6c (1 - w20)/j + 100w20]
(expressed in Australian Dollars)

where j = one half the cash settlement price (vide TB.4)
                                              100

and   w = 1/(1 + j)

and   c = coupon rate/2

(c) In calculating the contract value and cash settlement value in accordance with sub-clauses (a)
and (b) hereof the calculation within the brackets shall be carried out to eight decimal places.
The contract value and cash settlement value are to be rounded to the nearest cent, 0.500 cents
being rounded up.

(d) For each cash settlement day the Clearing House shall declare a cash settlement price.  This
cash settlement price shall be accepted as final.
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TB.102 (a) The Premium of an option shall be yield per cent per annum in multiples of 0.005 per cent.
For quotation purposes the Premium shall be multiplied by 100.  (Amended 23/6/87)

(b) The value of the Premium in dollars and cents shall be calculated by reference to the
following formula:

Value of Premium  =

1000p x [{6 c (1 - a20) + 100a 20} - {6 c (1 - b20) + 100b 20}]
                        e                                        f

where p = Premium in yield per cent per annum x 100

e = (100 - Exercise Price) (vide TB.103(a))
                 200

a = __1__
      1 + e

f = (200e + 0.01)
            200

b = __1__
      1 + f

c = coupon rate/2

(c) In calculating the value of the Premium in accordance with sub-clause (b) hereof, the
calculations within the brackets shall be carried out to eight decimal places.  The value of the
Premium is rounded to the nearest cent, 0.500 cents being rounded up. (Amended 17/6/86)

TB.203 (a) The Premium of an option shall be yield per cent per annum in multiples of 0.005 per cent.
For quotation purposes the Premium shall be multiplied by 100.

(b) The value of the Premium in dollars and cents shall be calculated by reference to the
following formula:

Value of Premium  =

1000p x [{6 c (1 - a20) + 100a 20} - {6 c (1 - b20) + 100b 20}]
          e                                      f

where p = Premium in yield per cent per annum x 100

e = (100 - Exercise Price)  (vide TB.103(a))
       200

a = __1__
1 + e

f = (200e + 0.01)
             200

b = _ 1__
1 + f

c = coupon rate/2

(c) In calculating the value of the Premium in accordance with sub-clause (b) hereof, the
calculations within the brackets shall be carried out to eight decimal places.  The value of the
Premium is rounded to the nearest cent, 0.500 cents being rounded up.
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MARKET BY-LAWS FOR THE THREE YEAR TREASURY BOND CONTRACT

TRB.1 (a) The subject of each contract shall be Commonwealth Government Treasury bonds with:

(i) a face value of $100,000,
(ii) a term to maturity of three years and in respect of which no tax rebate is allowed
(iii) a coupon rate of 12 per cent per annum (12%) and in respect of each cash settlement

month, as determined by the Board or the Chief Executive or his delegate.

(ai)        The coupon rate for each cash settlement month referred to in TRB.1(a)(iii) may be
determined:
(i)        prior to that settlement month being listed or
(ii) after the settlement month has been listed where no Open Positions in futures or options

exist in that settlement month at the time of the rate variation..

A list of coupon rates for each cash settlement month shall be set out in the Twenty-Ninth
Schedule.

(b) The effect of a Ten Year Treasury Bond contract (hereinafter referred to as "the contract") is
that the parties will make an adjustment between them at a specified future time (hereinafter
referred to as "the cash settlement day") according to whether a cash settlement price is greater
or less than the price at the time of the making of the contract, the difference being determined
in accordance with these By-Laws.

TRB.2 (a) The value or worth of a contract at the time of making that contract (hereinafter called the
"contract value") shall be determined by the following formula:

Contract value = 1000 x [6c (1 – v
6
)/i + 100v6]

(expressed in Australian Dollars)
Readers please note that this formula was incorrect
in the circular as published on 8/3/01 and was
corrected on 8/6/01

where i = one half the contract price (vide TRB.11)
                                    100

and   v = 1/(1 + i)

and   c = coupon rate/2

(b) The value or worth of a contract on the cash settlement day (hereinafter called the "cash
settlement value") shall be determined by the following formula:

Cash settlement value = 1000 x [6c (1 – w6)/j + 100w6]
(expressed in Australian Dollars)

Readers please note that this formula was incorrect
in the circular as published on 8/3/01 and was
corrected on 8/6/01

where j = one half the cash settlement price (vide TB.4)
                                              100

and   w = 1/(1 + j)

and   c = coupon rate/2

(c) In calculating the contract value and cash settlement value in accordance with sub-clauses (a)
and (b) hereof the calculation within the brackets shall be carried out to eight decimal places.
The contract value and cash settlement value are to be rounded to the nearest cent, 0.500 cents
being rounded up.

(e) For each cash settlement day the Clearing House shall declare a cash settlement price.  This
cash settlement price shall be accepted as final.
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TRB.102 (a) The Premium of an option shall be yield per cent per annum in multiples of 0.005 per
cent.  For quotation purposes the Premium shall be multiplied by 100.

(b) The value of the Premium in dollars and cents shall be calculated by reference to the
following formula:

Value of Premium  =

1000p x [{6c (1 - a6) + 100a 6} - {c (1 - b6) + 100b6}]
                       e    f

where p = Premium in yield per cent per annum x 100

e = (100 - Exercise Price) ÷ 200 (see TRB.103(a))

a = __1__
       1 + e

f = (200e + 0.01) ÷ 200

b = __1__
        1 + f

c = coupon rate/2

(c) In calculating the value of the Premium in accordance with sub-clause (b) hereof, the
calculations within the brackets shall be carried out to eight decimal places.  The value of
the Premium is rounded to the nearest cent, 0.500 cents being rounded up.

TRB.203(a) The Premium of an option shall be yield per cent per annum in multiples of 0.005 per
cent.  For quotation purposes the Premium shall be multiplied by 100.

(b) The value of the Premium in dollars and cents shall be calculated by reference to the
following formula:

Value of Premium  =

1000p x [{c (1 - a6) + 100a 6} - {6c (1 - b6) + 100b6}]
                         e                                  f

where p = Premium in yield per cent per annum x 100

e = (100 - Exercise Price) (see TRB.103(a))
                   20

a =      1__
         1 + e

f = (200e + 0.01)
   200

b =    1__
1 + f

c = coupon rate/2

(c) In calculating the value of the Premium in accordance with sub-clause (b) hereof, the
calculations within the brackets shall be carried out to eight decimal places.  The value of
the Premium is rounded to the nearest cent, 0.500 cents being rounded up.


