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Trade with Trusi

Disclaimer: The Contents do not constitute professional advice or provision of any kind of services and should
not be relied upon as such. MCX does not make any recommendation and assumes no responsibility towards any
investments / trading in commodities or commodity futures done based on the information given in the website
and any such investment / trade are subject to investment / commercial risks for which MCX shall not be
responsible. If financial, investment or any other professional advice is required, please seek advice of competent
professionals.
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A mechanism that allows people to participate in
trade.
Consisting of
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ACTIVE COMMODITY FUTURES IN INDIA

METALS & ALLOYS
BULLION Aluminium, Copper, Lead

Gold, Silver, Nickel, Zinc, Brass, Steel
Diamond

AGRICULTURAL

Grains: Barley, Maize, Wheat

Spices: Black Pepper, Cardamom,
Coriander, Jeera, Turmeric

- -4

Fibre: Cotton (Bales), Kapas, Raw Jute

Oil Complex: Castorseed, CPO,
Soybean, Soyoil, RBD Palmolein

ENERGY

Crude Oil g Others: Guarseed, Guargum, Mentha
Natural Gas Qil, Isabgul, Rubber, Sugar

SEBI has notified 91 commodities, where 4‘" ) P
exchanges may launch derivative contracts / Akh N

MCX

METAL & EHE_“E'I'
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MCX iCOMDEX Bullion Index Futures
MCX iCOMDEX Base Metal Index Futures
MCX iCOMDEX Energy Index Futures

Q DID YOU KNOW ?

YOU CAN DIVERSIFY YOUR PORTFOLIO WITH COMMODITIES DERIVATIVES - BULLION | BASE METAL | ENERGY | AGRI




REGULATORY OVERVIEW Mcx
METAL & ENERGY
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SEBI
(SCRA, SECC Regulations) * National online multi commodity exchanges started operations during
1 2003-04

* Under SEBI regulations (since September 28, 2015)
Stock Exchanges (with

commodity derivatives segment) * Options commenced from October 17, 2017

(Business Rules, Bye Laws & Circulars) — Options on Crude Oil, Natural Gas, Gold, Silver, Copper, Zinc
1 * Integration of Intermediaries for equity and commodity derivatives
segment
Members (with
Authorized Persons) * Universal Exchanges : Single exchange operating various segments i.e.
1 Stock Exchanges

Clients

Q DID YOU KNOW ?
YOU CAN DIVERSIFY YOUR PORTFOLIO WITH COMMODITIES DERIVATIVES - BULLION | BASE METAL | ENERGY | AGRI




OVERVIEW MCX
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COMMODITY FUTURES MARKET SHARE ADT - FUTURES {(IHR Crore}
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GLOBAL COMMODITY DERIVATIVES MARKET Mcx

METAL & ENMERGY
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Commodity Tutures iz

S Inedex futuies +r | .

e M et = The stock index futures and

Single Stock optioas commodity futures are the

Single Stock futures 74 derivatives offered by the Iargest
Currency futures 22 number oftrading venues.

Comrmodity options 21
Currency optiom i8

Top five exchanges by volume traded 2021- Energy derivatives.

Moscow Exchange 201,672,263 -21% 416,464 3%%
CME Group 551,294,357 9% 33,345,992 52%
Thengzhou Commodity Exchange 499 532 108 19% 2,773,473 T2%
Dalian Commodity Exchange 155,127,619 16% 4,170,458 53%
Multi Commaodity Exchange of India 76,043,137 -21% 433,521 27%

Global Commaodity futures, which accounted for the third most traded derivative, with a share of 15.6%, saw
volumes increase by 10.6%. Commodity options had the same trend, with volumes going up 35.7% on 2020.

Source: World Federation of Exchanges



MCX

EXCHANGE MECHANISM
METAL & ENERGY

Price )
Discovery
Price Risk )
Management .
Commodity Facilitating

Derivative Physical
Markets trade

Enhancing
Credit Flow

Trade with Trust

Standardized contracts traded on
recognized exchanges

Counterparties: holder & exchange
Contract terms: non-negotiable
Prices: Publicly available
Predominantly online markets
Highly liquid

Cost: Comparatively much lesser

Average Value Realisation is Rs. 222 per crore
rupee traded excluding taxes and brokerage



RISK MANAGEMENT @ MCX Mcx

METAL & ENMERGY
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MARGINS AT MCX OTHER RISK MITIGATION MEASURES

« Initial Margin - Value At Risk (VaR) based * Real time margin utilization & MTM loss monitoring alerts at 60%,
margin across all open positions SUBJECT 75%, 90%
to minimum margin (scaled up by a factor - Risk Reduction Mode (RRM)
of 3.5 sigma to cover 99.9% confidence o Triggered at 90% margin utilization

0 Put in to normal mode with margin utilization at or below 85%

level) o Square off mode at 100% margin utilization

o Extreme Loss Margin - Levied to cover tail-
end scenarios not covered by VaR based * Online MTM: Member shifted to square-off mode on 100% utilization

margin  Daily Price Limits (DPR)
» Collaterals accepted - Cash, Cash Equivalent (i.e. Fixed Deposits;

+ Additional Margin / Special Margins maximum equal to cash) & Non Cash Collateral (i.e. G-Sec, Eligible

Securities & Warehouse Receipts; maximum equal to cash and cash

» Concentration Margin — Based on Member equivalent)

Level concentration of positions, grossed
. » Self - Match Prevention Functionality
up at client level

» System Checks prevent orders from unregistered UCC
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COMMODITY DERIVATIVE CONTRACTS @MCX




MCX ENERGY PRODUCTS- CRUDE OIL & NATURAL GAS FUTURES

MCX
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PARAMETERS

CRUDE OIL

NATURAL GAS

Trading Unit 100 Barrels 1,250 mmBtu
Price Quotation Rs./bbl Rs./MMBtu
Tick Size Re. 1 10 paisa
Price Movement per Tick (in Rs.) 100 125

Initial Margin

Minimum 10% or based on SPAN whichever is higher

Settlement type

Cash Settled

Due Date Rate

# A market division of Chicago
Mercantile Exchange Inc. (“CME Group”)

Due date rate shall be the settlement price, in
Indian rupees, of the New York Mercantile
Exchange’s (NYMEX)# Crude Oil (CL) front
month contract on the last trading day of
Crude Oil contract. The last available RBI
USDINR reference rate will be used for the
conversion. The price so arrived will be
rounded off to the nearest tick.

Due date rate shall be the settlement price,
in Indian rupees, of the New York Mercantile
Exchange’s (NYMEX)# Natural Gas (NG) front
month contract on the last trading day of the
MCX Natural Gas contract. The last available
RBI USDINR reference rate will be used for
the conversion. The price so arrived will be
rounded off to the nearest tick.
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CRUDE OIL & NATURAL GAS OPTIONS CONTRACT SPECIFICATIONS

PARAMETERS CRUDE OIL - OPTIONS NATURAL GAS OPTIONS
Trading Unit 1 MCX Crude Qil Futures (100 bbl) 1 MCX Natural Gas Futures (1250 MMBtu)
Price Quote Rs / bbl Rs. / MMBtu
Strikes 40 ITM*, 40 OTM* & 1 ATM * ( 81 CE & 81 PE) 30ITM*,30 OTM* & 1 ATM * (61 CE & 61 PE)

Strike Price Interval Rs 50 Rs 5
Price Movement per Tick Rs 0.10 Rs 0.05
Profit & Loss / Tick Rs 10 Rs 62.5

Settlement Logic

Devolve into MCX Crude oil Futures contract

Devolve into MCX Natural Gas Futures contract

Settlement date

Two business days prior to the Expiry day of the
underlying crude oil futures contract

Two business days prior to the Expiry day of the
underlying Natural Gas Futures contract

*ITM:In-The-Money, OTM: Out-Of-The-Money, ATM: At-The-Money




OPTIONS AS HEDGING INSTRUMENT MCX
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» Options offer the buyer an protection against adverse movement

» Maximum Loss to the extent of Premium paid for Buyer

» Exchange Traded options free from counter party risk

» Futures & Options combination (both risk management tools): gives leverage of futures with
safety of options: Profit from change in future prices but limit losses via Options

» Low Transaction Cost, low capital intensive

Options on Commodity Future were permitted by SEBI on June 13, 2017 via Circular SEBI/HO/CDMRD/DMP/CIR/P/2017/55.
MCX launched “Options on Crude Futures” on 15" May, 2018




CRUDE OIL PRICE CORRELATION Mcx
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Correlation between MCX Crude oil prices and NYMEX WTI Crude oil price

MCX Crude oil price NYMEX WTI Crude Oil price

Source: CME & MCX Till 17t Aug 2022

Correlation between MCX crude oil and NYMEX WTI crude oil is0.98
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Till 17t Aug 2022

NYMEX WTI Crude Oil Price

ICE Brent Crude Oil Price
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Corréelation between ICE Brent Crude oil and NYMEX WTI crude oil is0.98

Source: CME & ICE

CRUDE OIL PRICE CORRELATION
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Till 17t Aug 2022

NYMEX Henry Hub Natural Gas

MCX Natural Gas

Correlation between MCX Natural Gas and NYMEX natural gas: 0.99
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NATURAL GAS PRICE CORRELATION




MCX

MILESTONES-ENERGY DERIVATIVES
METAL & ENERGY

Highest Turnover (Rs Crores)

MCX Crude Oil futures
MCX Crude Oil Options

MCX Natural Gas futures

MCX Natural Gas Options

Highest since inception

28,440 (08 Jan 2020)

58,261 (16 Aug 2022)

20,776 (28 Sep 2021)

12,688 (18 Aug 2022)

Trade with Trust

A .

17




MCX CRUDE OIL PERFORMANCE (FUTURES & OPTIONS) Mcx
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Average Daily Turnover and Open Interest

5
4
4
3
3
2
p)
1
1

2020-21 2021-22 2022-23(till 17th August 2022)
=== MCX Crude oil futures ADT(In Rs Crores) === MCX Crude oil options ADT(In Rs Crores)

=== Combined Open Interest (In Million barrels)

Source: MCX




MCX NATURAL GAS FUTURES PERFORMANCE (FUTURES & OPTIONS) MCX
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Average Daily Turnover and Open Interest

2020-21 2021-22 2022-23(till 17th August 2022)
=== MCX Natural gas futures ADT(In Rs Crores) === MCX Natural gas options ADT(In Rs Crores)

=== Combined Open Interest (In Million MMBTU)

Source: MCX
Natural gas options launched on 17t January 2022




Crude Oil & Natural Gas - Fundamentals




FACTORS AFFECTING CRUDE OIL MARKET

[ Global Demand Supply
Scenarios

Currency exchange rate &
Inflation

Government trade policies

OPEC announcements

1

Geopolitical events / I

/ Weather variability

MCX

METAL & ENMERGY
Trade with Trusi

US crude and product
inventories

— US Rig counts

Global economic growth: industrial growth, global financial crisis, recession,
and inflation

21




U.S. FIELD PRODUCTION OF OIL MCX
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EIA - U.S. Field Production of Crude Oil + Unaccounted barrels

14.000 +
A1 mbjd US Crude Production growth trends
13500 ”a;ov::-y“r (year over year)
o) Dec-17 to Dec-18: +2.23 mb/d
* Dec-17 to Dec-18: +2.23 m
— +0.61 mb/d
year over year

12.000 1 * Jan-19to Feb-20: +1.16 mb/d
T 42,23 mb/d

11.500 | YORLOVET YOaL S

* Apr-21toJul-22: +0.61 mb/d

11.000 +

Crude oil production (with current level
of well completions) is growing at a
much lower pace than in previous
periods
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RUSSIA CRUDE OIL EXPORTS BY DESTINATION

(MILLION B/D)

N
U

Exports rise as flows to the Netherlands, italy and Turkey more

than offset reduced exports to India

--..|||||

9/1/2022

|

Source: S&P Global

MCX
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Russia's seaborne oil exports rises
in August as sanctions impact
remains muted

Oil flows top 6 million b/d as
product exports find new buyers

Pace of Russian crude exports to
India slows after surge

Saudi Arabia now EU's second
biggest supplier of oil products



EU CRUDE OIL IMPORTS Mcx
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WTI —-GOING GLOBAL

WTI Midland a good fit for North Sea basket

Keey US crude has simiar qualities 10 Usted trent compliex

_ Sulfur (%)
0.5

Forties
UK | 400,000 bid
0.5

Brent-Ninian-Blend
UK |1 90,000 b
04 .
0.3
Ekofisk
Norway | 250,000 04
Il ¢ .
QOscberg
Troll Norway | 100,000 bid
0.1 Norway | 200,000 b
0.0
3 6 38 1

9/1/2022

MCX
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Europe’s preference for light sweet crude

Buyers of Dated drent and Wi Midland
WTI Midiend i
US | 2,000,000 b I y

Europe

Howedd into Lwwapes,

Source: S&P Global




CRUDE OIL MARKET SCENARIO AND TRENDS Mcx
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MCX Crude oil price
el Prices rebounded on easing 9,438 9,427

rude oil prices declined following a deal by concerns over the impact of
the OPEC+ to boost supply by 4,00,000 bpd omicron variant and Iran nuclear
goodrom august through December talks stalled.

7000 7,291
6000 5,012

5000
4,896 recession fears

4000
| 4,640 |
Crude oil prices gained as

300¢-rude oil prices declined on rising US dollar and European nations
concerns that new coronavirus related considered joining the U.S.  Crude oil prices declined

200@estrictions in China - . :
Crude oil prices declined as a new covid-19 variant  in an embargo of Russian developements in Iran

1000 spooked investors and added to concerns that a oil exports nuclear deal & increase in
supply surplus could swell Russian crude oil production

8,155

Russian Invasion of Ukraine Crude oil prices
declined on

0
i o SV 7 G G K GV

N
vV \V v vV Vv v Vv Vv
?})Q(} (_)Q,Q\ O(‘}'\ $04\ QQ,('\ N \ @’bﬁ\ V’Qﬂ\ @ * S \\)\\

Source: Bloomberg & MCX Website Till 17t Aug 2022
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FACTORS AFFECTING NATURAL GAS MARKET MCX
METAL & ENERGY
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Global economic growth Natural gas inventory data

' US weather conditions

Crude Oil Prices

US Rig counts

Geopolitical events

Industrial and residential demand in the U.S.

Availability and prices of Alternative fuel

27



A GLOBAL RUSH TO SECURE SHIPMENTS OF LNG FOR nn
WINTER msrugﬁr
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Asian LNG spot Prices
150 Asian Gas Prices Rally on Global Supply Crunch
ELY North Asia LNG benchmark extends gains as utilities buy winter supply
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GLOBAL NATURAL GAS MARKET
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NATURAL GAS MARKET SCENARIO AND TRENDS
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US natural gas prices soared
to a seven year high on high
demand for US LNG exports

Natural gas prices gained
after a major cold shift in
from weather model
over the weekend

Source: Bloomberg & MCX Website

MCX Natural Gas

U.S. nat-gas inventories
in salt caverns and
depleted aquifers are
well below normal.

465.70

280.40

Prices declined after
Russia said it would
export more fuel to
Europe for winter
heating season

408.9

Prices gained
on expectations
for a major
winter storm

9%
V
>
o &

S
>

Concerns are growing that
a cold U.S. spring and
strong European demand
for U.S. nat-gas supplies
will keep U.S. inventories
well below normal

MCX

METAL & EMERGT

Rise in European natural
gas prices due to fears
of Russia halting
supplies

717.6

[ 717.6

Prices gained as
European gas
prices increased
due to tight
supplies

Prices declined after
a fire in Freeport
LNG terminal and
increase in
inventories

Vv
Qv

Till 17t Aug 2022
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Energy Price Risk Management
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WHAT IS COMMODITY PRICE RISK? MCX
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Scenarios

<— UNCERTAINTY —

/ — TIME | .
Producer / Manufacturer or any There could be favourable / unfavourable
value chain partner / commodity scenarios in the time unknown (i.e. Future),
stakeholder at “Today” is not aware hence it is imperative to Hedge “Today”
what might happen in Future. and be locked-in at a desired / current price
level.

32



HEDGING LIFECYCLE

Key Components of the Financial Risk Management Lifecycle

Risk
mitigation/
performance
assessment

Exposure Exposure Hedging

identification/ agpregation/ transaction
recognition consolidation execution

Source: Deloitte.

MCX

METAL & EMNERGY
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INITIATIVES FROM SEBI ....PROMOTING HEDGING Mcx

METAL & ENMERGY
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Enhanced listing disclosures for listed

companies w.rt commodity price risk Exposure of the Bsted entty to commodity and commodity risks faced by the entry threughout the
and its management yoar:
a. Total exposure of the listed entity o commodities in INR

* Listed companies to disclose commodity b. Exposure of the listed sntity to various commodtties:

price risks and Commodity hedg|ng Commodily | Expoaide | Eiposure | s ol SUCH sXpOsUTE Dedged tiougn commodiy deny al ves
L] ir INR Im Quariny Deamnestic inarat Irlematiorsl market Tokal
activities in AR (Cir. dt. Sep 2, 2015) towards tarms OTC | Exchange ot Exchange
Bhe Lorards
* Format prescribed by SEBI (Cir. dt. Nov. —— e
commodity | pamicular
15, 2018) Eommotity
* All listed entities shall make the
disclosures in a prescribed format as

part of the Corporate Governance ¢. Commodity risks faced by the listed aniity during the year and how they have been managed.

Report in the Annual Report under

clause 9(n) of Part C of Schedule V.



VOLATILITY IN CRUDE OIL & NATURAL GAS MCX
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Annualized Volatility

2017 2018 2019 2020

RBI USD INR Rate = e \ICX Crude Oil MCX Natural Gas

Source: Bloomberg & MCX Website Till 17t Aug 2022




ENERGY PRICE RISK MOCX
METAL & EMERGY
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INDUSTRIES EXPOSED TO ENERGY PRICE RISK CORRELATION WITH CRUDE
OF PRODUCTS OIL

PRODUCTS

Crude Oil Refiners, Glass Manufacturing

Furnace oil Companies, Forging /Steel Companies, Textile 94 %
Manufacturing Companies

Diesel / Gasoil 96 %

Crude oil Refiners , Transportation Companies

Petrol / Gasoline 94 %

Naphtha Crude Qil Refiners, .Natural gas !Droducers, 95 %
Petrochemical Companies

ATF Crude Oil Refiners, Airline Companies 96 %

LSHS & LDO Crude Oil Refl'ners, .Iron and Steel Companies, 97 %

used in Boilers and Furnaces
Benzene Crude Oil Refiners, Petrochemical Companies 78 %



MCX

AVATION TURBINE FUEL PRICE EXPOSURE FOR AIRLINES COMPANIES

METAL & EHE_“E'I'
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Jet Fuel Demand (31 Countries)
Millicn Barrels Per Day

50 Aviation Turbine Fuel

45 (ATF) prices have more

» than 90% correlation
B with crude oil contracts

35 -/"————'/
30
25 \_/\_,/ Hence crude oil

20 contracts can be used
:: to hedge their price
a5 g (20172023 219 ano — 2 Rong QXN T 20021) w— 002 risk

00

Jan Feb Mar Ape May Jun M Aug Sap Oot Nov Dex
Source: International energy forum

Aviation Turbine Fuel consumption of Airlines and their risk exposure
Risk Exposure based on
Annualized volatility of 90% in
Crude oil prices

Aviation Turbine Fuel
Company Consumption

(in Rs. Crores) FY 2020-21

Company 1 9,695 8,725
Company 2 2,959 2,663
Company 3 1,528 1,375

Source: Annual Reports of Respective Companies




NATURAL GAS PRICE EXPOSURE FOR FERTILIZER COMPANIES

Natural gas consumption of fertilizer manufacturing companies and their risk exposure

Natural Gas Risk Exposure based on
Consumption Annualized volatility of 63% in
(in Rs. Crores) natural gas

FY 2020-21 (in Rs. Crores)

Company

Company 1 4,511 2,842
Company 2 4,084 2,573
Company 3 568 358
Company 4 370 233

Source: Annual Reports of Respective Companies

MCX

METAL & ENERGY
Trade with Trusi



IMPACT ON COMPANY FINANCIALS MCX
METAL & ENERGY
Trade with Trust

PAT to Operational Revenue 6% 1%
Growth in PAT (YOY) 32% 2%
Share of material consumed to operational revenue 92% 99%

Company X: Has disclosed of using derivative instruments to manage risk associated with commodity
price fluctuations.

Company Y: Has not made any disclosures regarding commodity price risk and its management

Derived from respective FY 2017-18 Annual Reports; Both Company X and Company Y are amongst the top-500 listed companies listed



HEDGING EXAMPLE OF A PACKAGING COMPANY THROUGH CRUDE OIL

CONTRACTS

MCX

Trade with Trusi

v' A packaging company Hedging HDPE (High Density Poly Ethylene) price by locking in MCX Crude oil contract

A Packaging Company's monthly consumption of HDPE is 1,00,000 Kg

Company calculated the budgeted cost based on the spot price as on 1st July 2022, budgeted cost(1,00,000*125)= 1.2 Crores, Anticipating a

increase in price , company adopts the following hedging strategy

Date Spot Market Price(Rs/Kg) | Futures Price(Rs/bbl) Buy Futures Sell Futures Spot Market
Buys 15 lots
1“‘;0;‘;"’ 125 7,700 MCX Crude oil Futures at
Rs 7,700/bbl
31th Jul Sells 15 Lots Buy HDPE from Physical
2022 y 130 7,800 MCX Crude oil Futures at market at
Rs 7,800/bbl Rs 130/kg,

Loss incurred due to rise in spot market price from Rs 125/kg to Rs 130/kg =Rs(5)/Kg, ((5)*,100,000)=Rs (5,00,000)

Profit from Hedging= (7,800-7,700)=Rs 100/bbl=( 1,500*100)=Rs 15,00,000

Net Position = Rs 10,00,000

Note: 15 Lots of crude oil futures contract was brought to match the budgeted cost in the physical market
1 Lot=100 bbls

METAL & EMERGT



HEDGINGEXAMPLEBYLOCKING INGASPRICESTHROUGH NATURAL Mcx

GAS CONTRACTS

METAL & ENMERGY
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v" Hedging Natural gas price by locking in MCX Natural gas contract (Henry Hub linked)

Fertilizer Manufacturing Company's monthly usage of natural gas is 10 lakh MMBTU

Company calculated the budgeted cost based on the spot price as on 1st June , budgeted cost(10 lakh MMBTU*600)= 60 Crore

Spot Market Futures
Date Price(Rs/MMBTU) Price(Rs/MMBTU) Buy Futures Sell Futures Spot Market
1st June Buys MCX Natural Gas
2022 600 602 Futures at Rs
602/MMBTU,
Sells MCX Natural Gas Buy l.\latural gas from
31st June 607 608 Futures at Rs Physical market at Rs
2022 605/MMBTU, Total
608/MMBTU,
amount=60.5 Crores

Loss incurred due to rise in spot market price from Rs 600/MMBTU to Rs 607/MMBTU(10 Lakh MMBTU*600)-(10 Lakh MMBTU*607)= (-)0.7
Crores

Profit from Hedging= (+)0.60 Crores
Net Position = (-)0.10 Crores




EXCHANGE TRANSACTION CHARGES MCX
METAL & ENERGY

Trade with Trust

Exchange Transaction Charges on Futures(per Rs. 1 lakh of turnover)

Average daily turnover * Transaction fee rates

(per Rs. 1 lakh of turnover)
Upto Rs. 350 crore Rs. 2.60
On incremental turnover above Rs, 350 crore Rs. 1.75

*H"I.FEFE&QE dEtH‘_y" turnover will be calculated at the end of avery month b‘y’ way of t_‘iividing
the total turnover of the member by the total number of trading days.
Transaction fees on options contracts applicable from 15t October, 2021

Transaction charges (Rs per lakh of
premium value)

Average Daily Premium Turnover* (in Rs. Crs)

1 Up to Rs 5 crore Rs 50

2 On incremental premium turnover above Rs 5 crore Rs 40

Average daily premium turnover will be calculated at the end of every month by way of dividing the
total premium turnover of the member by the total number of trading days.



COST SHEET-FUTURES Mcx
METAL & ENERGY
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Particulars Crude oil futures Natural gas

Lot Size 100 bbls 1,250 MMBtu
Contract Value (in Rs) 8,00,000 6,25,000
f I:sc.hZaGr(])gSeTrraRrs\.S?lcglzr:er‘faiu rnover) 41.6 32.5
GST(18%) 7.49 5.85
CTT(0.01% on sell side) 80 62.5
SEBI Charges(0.0001% on both sides) 1.6 1.25
Stamp Duty(0.002% on buy side) 16 12.5
Total Cost (Both sides) 146.7 114.6

0.018% 0.018%

Considered buying and selling of Crude oil futures at Rs 8,000/bbl and natural gas at Rs 500/MMBtu
Brokerage is not included



Trade with Trusi

Commodity derivatives —An Investment Instrument

44



COMMODITY TRADING - AN ATTRACTIVE PROPOSITION

TRANSPARENCY

INFLATION

HEDGE

LEVERAGE

N

LIQUIDITY

)

DIVERSIFICATION

MCX

METAL & EMNMERGY
Trade with Trusi

1 Analysts say
Expanding Market DML SKE
fet FPs Sebi discontinues reduce pricing gaps
t willbe  existing eligible foreign and help enhance
allowed entity route, which liquidity In Indian
only In  required actual exposure
cash-settied con- tophysical @
tracts for now commodities W,

" a A
FPis allowed exposure of 3 ¢$
20% of the client levei position W )\ N
limit in a particular commodity "\ g ) z
contract, similar to currency k R )
derivatives \

* Allowing FPIs would build on volumes & depth, which may reduce transaction costs by achieving economies of scale

* [t will further provide opportunities for arbitrageurs, hedgers, and investors to effectively manage their portfolio
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VOLATILITY AND RETURNS

MCX
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11,000 800
10,000
7 . a
2'888 e MCX Crude oil price ~ ====MCX Natural Gas Highest Rs 9,438/bbl 700
7,000 600
6,000
= 5,000 500§
o 4,000 >
5 3,000 400;
2,000 )
1,000 300
- Highest Rs 200
-1,000
5000 725.8/MMBtu 100
DR Lowest Rs -2,884/bbl =™ Lowest Rs 112.1/MMBtu .
~p ~pP g P N N D D D v v e WV v
2 » & & » & & N & & » & & »
AP 2y oy A® ey oY D Y Y AP Y Y AP P
Average Daily Volatility (in %) Returns (in %)
2018 2019 2020 2021 2022* 1 year 2 year 3 year
Crude Qil 2.0 2.2 21.9 2.2 3.2l |crude Oil 59 89 113
Natural Gas 3.1 2.5 2.5 3.5 49| |Natural Gas 64 243 179
NIFTY 50 Index 0.8 0.9 1.9 1.0 1.3] |NIFTY 50 Index 3 64 44

*Till 30t June 2022
T
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INDIA’S ELECTRICITY MARKET STRUCTURE Mcx.
METAL & ENERGY
Trade with Trusi

Indian Electricity Market Structure:

Indian Electricity market is dominated by long term power purchase agreements (PPAs)
between power producers and discom/consumers.

Short term market refers to electricity contracts of duration lesser than one year

Power Exchanges are gaining importance in the electricity short term market

2008-09(% share) 2021-22(% share)

Long term PPA for 25 years through long term 93.8 86.4

Total Short term for less than 1 year 6.2 13.6
Exchanges 0.4 7.4
Bilateral Transactions (traders & Direct) 3.7 4.4

Unscheduled Interchange 2.1 1.8

Source: CERC, Short Term Power Market and IEX
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PRICES OF ELECTRICITY TRADED THROUGH TRADERS AND Mcx

EXCHANGES
METAL & EMERGY
e T
6,000
5,000 4,790 4,510
’ \4,180 4,330 4,290 4,280 4110 4,280 !

4,000 3,470
E
S 3,000 3470 3,570 3,670
> ! 3,240
o 2,900 2720 2,980

2,000 ’ 2,500

1,000

2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
=== Average Price of Electricity Transacted through Traders ====Average Price of Electricity Transacted through Power Exchanges

Electricity Transacted through Traders Electricity Transacted through Power Exchanges

Max 4,790 4,260
Min 3,470 2,500
Average 4,124 3,296
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SPOT MARKET PRICE ANALYSIS Mcx
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SPOT MARKET DAM MCP (Rs. /Mwh)

Average Daily Volatility

Minimum Maximum Average (%)

T e i

Source: |EX
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GLOBAL OVERVIEW OF POWER EXCHANGES

CME Group

Intercontinental
Exchange

Nord pool

PIM

EEX

EPEXSPOT

SGX

ASX

Futures Exchange

MCX

METAL & ENERGY
Trade with Trust

EMC

AMEO

Spot Exchange
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MCX
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GLOBAL POWER FUTURES AND SPOT MARKETS

Countries USA UK/Europe Singapore Australia
Pennsylvania, Jersey,
Spot xjah;\;lai:?szoxzzo:c;?l EZE)I( (?:Z?Lé rl:ljci)crd Energy Market Australian Energy Market
Exchange/Market transmission =) Company (EMC) Operator (AEMO).
organization (RTO)
The European Energy | Singapore Exchange | The Australian Securities
A NYMEX (CME Group) Exchange (EEX) Limited (SGX) Exchange (ASX)
Baseload and Peak
— PJM, NYISO Peak and | load futures Uniform . Singapore New South Wales, Queensland
Types Of Off peak contracts — German Energy Price (USEP) base and peak load futures
Contracts — Real time and Day | — Nordic Quarterly and Monthly contracts P
Ahead contracts — Austria Baseload futures

. . . The arithmetic average | Arithmetic average of the
Futures The arithmetic average | Spot market index as 2 g. .
. of all half- hourly | Wholesale Electricity Pool
Settlement of PJM western hub real | determined by EPEX . . .
Uniform Singapore | Market base load spot prices

Mechanism

prices

Spot

Energy Price (USEP)

on a half hourly basis
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EUROPEAN POWER PRICES-(RUSSIA-UKRAINE WAR EFFECT)

Europe's benchmark electricity price (German Power
Futures) an indicator for costs across the continent
traded at €500/MWh

German 2023 Power Trades at €500/Mwh
for the First Time Ever

MCX

METAL & ENMERGY
Trade with Trusi

* The generation of electricity from hydropower in
Europe has dropped by 20 % as a result of the
ongoing heatwave putting strains on energy supplies
and nuclear facilities

How Europe generates energy

Amount generated (TWh) by type between January and July
2022, with percentage change since 2021

S )

Source: Rystad Energy
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MCX

KEY FEATURES OF PROPOSED DOMESTIC ELECTRICITY MONTHLY
FUTURES METAL & ENERGY

v

Trade with Trust

Price Quote - Rs. per MWh (excluding all taxes and levies)

Trading Unit — 50 Mwh

Tick size- Rs. 1 per MWh

Settlement - Cash Settled

Due Date Rate — Based on Average of the IEX DAM MCP
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MeX

Trade with Trusi

Electricity Futures
Number of Market Participants
* TOCOM'’s Electricity Futures was launched on Lo
September 2019 sd i TR, Electricity &
ilij‘(-'__‘_!_ilil ‘ 1;; {Top
* The traded volume of electricity futures during 2021 i '=:-=*'|f§§.7h-\_|
was 3,00,000 Mwh Il
Th ber of d from 13 to 144 | |
. e number of participants increased from to mum ricity.
by March 2022 ez b *Ma. :.a‘h@;_ o .
o ] ] 5?
 Hike in JEPX prices urged government to 60
call for effective use of futures contracts ,
* |In October 2021, Government of Japan 20 13
approved electricity futures a as valid risk .
management tOOI SIWMIZT 23456 T7T893MWMMI2Z1 234567 891011121234
201 2020 2027 2022




ILLUSTRATION - HEDGING ELECTRICITY PRICES BY

CONSUMERS Mcx

METAL & ENMERGY
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A commercial building complex has a monthly consumption of 50 Mwh, anticipating a rise in prices the commercial building complex adopts
the following hedging procedure :

. On 15t August 2022, the commercial building complex buys electricity futures on the Exchange
. The commercial building complex retains the buy position till 30t August 2022
. On 30t August 2022, the commercial building complex closes out the position by selling or reversing his buy position

Spot Market Price Futures Price
Date Sell Futures Buy Futures Spot Market
(Rs. /Mwh) (Rs. /Mwh)
commercial building complex
buys MCX Electricity Futures
1st August 2022 4,500 5,000 at rate of Rs. 5,000 per Mwh
(Rs 5,000 per Mwh *50 Mwh)
= Rs 2,50,000.
commercial building]
complex sells  MCX| commercial building complex buys
Electricity Futures at Rs. electricity at spot market rate of Rs
30th A t 2022 6,000 7,000
ugus 7,000 per Mwh (Rs 7,000 6,000 per Mwh (Rs 6,000 per Mwh
per Mwh *50 Mwh) = Rs| *50 Mwh) = Rs 3,00,000.
3,50,000.
Loss incurred due to rise in spot market price = (Rs 4,500 / Mwh *50 Mwh) - (Rs 6,000 / Mwh *50 Mwh) = (Rs 75,000)
Profit in Futures Market = Rs 3,50,000 - Rs 2,50,000 = Rs 1,00,000
Impact of Hedging Price Risk = -Rs 75,000 +Rs 1,00,000 = Rs. 25,000 (Savings)
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ruchi.shukla@mcxindia.com
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Energy Options Contracts @MCX
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OPTIONS EXERCISE MECHANISM AT EXPIRY Mcx

METAL & EMNMERGY
Trade with Trusi

Option Series Exercise Mechanism

Exercised automatically, unless ‘contrary instruction’ has been given by
long position holders

In the money (ITM)
In the event contrary instruction are given by ITM option position
holders, the positions shall expire worthless.

Out of the money (OTM) | Expire worthless

Note: All devolved futures positions shall be considered to be opened at the strike price of the exercised options.

Note: With reference to the latest SEBI circular on Modification in Exercise Mechanism, there would be no CTM Series for newly
launch option expiries w.e.f February 1, 2022
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TRADING TERMINAL SNAPSHOTS- FUTURES ( BID &ASK) MCX
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Trade with Trusi

Transaction Taxes on Crude oil 100 Barrels Options contract with a notional value of Rs 8 lakh and option
premium of Rs 8,000 (@ 1% of notional value)
. Call Option Put Option
Particul
artieuians Buyer Seller Buyer Seller

CTT on premium (@ 0.05% of

, - 4 - 4
premium — Seller)

H o)

CTT on exercise (@ 0.0001% 0.8 | 0.8 )
of FSP — Purchaser)
Devolvement of options into
futures position at expiry (@ | 80 80 |
0.01% on short futures
position)
Transaction fees on options 4 4 4 4
Total Transaction Taxes
(Rs./lot) 4.8 88 84.8 8




MCX BULLION PRODUCTS

Gold
Regular

Quote =10 gm
Lot Size 1Kg +/-
Rs. 100/tick

v v

Gold
Guinea
Ahm.

Gold Mini
Ahm.

Quote =10gm Quote = 8 gm
Lot Size 100 gm Lot Size 8 gm

+/- Rs. 10/tick +/- Rs. 1/tick

v

Gold Petal
Mum.

Quote = 1gm
Lot Size 1 gm
+/- Rs. 1/tick

OPTIONS ON FUTURES

MCX

METAL & ENMERGY
Trade with Trusi

v

Silver Regular

Quote =1 Kg
Lot Size 30 Kg
+/- Rs. 30/tick

v

Quote =1 Kg
Lot Size 5 Kg
+/- Rs. 5/tick

GOLD 1 KG, GOLD MINI (100 SILVER 30 KG, SILVER MINI 5 KG
GRAM)

MCX launched Silver Mini Options with Silver Mini(5 KG) Futures as underlying on July 19, 2021.
Then, launched Gold Mini Options with Gold Mini (100 gram) Futures as underlying on April 25, 2022

v

Quote = 1Kg
Lot Size 1 Kg
+/- Rs. 1/tick



MCX BASE METALS PRODUCTS MCX
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PARTICULARS ALUMINIUM COPPER yAl\'[® NICKEL
CONTRACT LISTING Contracts are available as per the Contract Launch Calendar
CONTRACT START DAY 1st day of contract launch month. If such day is a holiday then following working day
LAST TRADING DAY Last calendar day of the contract expiry month. If such day is holiday then preceding working day
TRADING UNIT 5MT 2.5 MT(2500 Kgs) 5MT igSS)MT i 5MT
QUOTATION VALUE 1Kg

Ex-Warehouse
Raipur district Ex - Warehouse Chennai

E E Ex - istri . N
PRICE QUOT T - X - Warehouse Thane district (excl. only GST) district (excl. only GST)
GST)
TICK SIZE 5 Paisa per kg 10 Paisa per kg 5 Paisa per kg
- Y _ 0 _ [ _ ()
DELIVERY UNIT 5 MT +/- 10% 2.5MT +/- 10% 5MT+/-10% | 1.5 MT +/- 10% 5 MT +/- 15% tolerance
tolerance tolerance tolerance tolerance




MCX iCOMDEX® INDICES MCX
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» Single Commodity Indices

- e.g. Gold, Silver, Aluminium, Copper, Lead, Nickel, Zinc, Crude Oil, Natural Gas

* Sectoral Indices
— MCXiCOMDEX Bullion (BULLDEX)
— MCXiCOMDEX Metal (METLDEX)
— MCXiCOMDEX Energy (ENRGDEX)

* Composite Index
— MCXiCOMDEX Composite

Base Year: December 31, 2015 (Base Value = 10,000)

9/1/2022
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INDEX vs. UNDERLYING MCX

METAL & EHE_“E'I'
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Product Lot Size Current Price ~Contract Size ~Margins* % ~Margin (Rs.)
GOLD 1 kg 52585/10 grams 52.6 lakh 9.25 4.86 lakh
SILVER 30 kg 59276/Kg 17.8 lakh 11.25 2.00 lakh

BULLDEX 50 14578/BULLDEX 7.3 lakh 6.00 0.44 lakh

ALUMINIUM 5 MT 212/ kg 10.6 lakh 9.25 0.98 lakh

COPPER 2.5MT 676/Kg 16.9 lakh 9.25 1.56 lakh
LEAD 5 MT 185/Kg 9.2 lakh 9.25 0.85 lakh
NICKEL 15MT 1880/kg 28.2 lakh 15.98 4.51 lakh

ZINC 5 MT 323/kg 16.1 lakh 14.07 2.27 lakh
METLDEX 50 17490/METLDEX 8.7 lakh 6.00 0.52 lakh
CRUDEOIL 100 BBL 7331/18BBL 7.3 lakh 31.25 2.29 lakh

NATURALGAS 1250 mmBtu 698/1 mmBtu 8.7 lakh 31.08 2.71 lakh
ENRGDEX 125 10104/ENRGDEX 12.6 lakh 11.25 1.42 lakh

9/1/2022
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MCX —-TYPES OF MEMBERSHIP

Admission Fees (plus

MCX

METAL & ENMERGY
Trade with Trusi

Membership T D) it
SSSIS YRS applicable GST) * SHOS
ISD — NA
Trading —Yes Clearing — No
BMC:- 10 Lakh/ 50 Lakh
Trading Member (TM) (they have to get affiliated Rs. 7.50 Lakh (Non Algo/:lg(f) °
ith Clearing Memb
W =il s Base Capital — 5 lakh
Trading-cum-Clearing Member ) ) ISD- 50 Lakh
Trading —Yes Cl -Y
(TCM) (;zrltrlg de:zoneeatr)'niel f)es Rs. 25 Lakh BMC:- 10 Lakh/ 50 Lakh
(Non Deposit Based) - Y (Non Algo/Algo)
Trading-cum-Clearing Member : . ISD- 65 Lakh
Trading —Yes ClI -Y
(TCM) (;zr'trli de:zonzagniel f)es Rs. 10 Lakh BMC:- 10 Lakh/ 50 Lakh
(Deposit Based) Y (Non Algo/Algo)
Institutional Trading-cum Trading — Yes Clearing — Yes ISD- 100 Lakh
Clearine Member (FTCM) (For trades done by Self as Rs. 25 Lakh BMC- 25 Lakh/ 50 Lakh
& well as by type 1, 2 & 3) (Non Algo/Algo)
) i Trading — No Clearing — ISD- 100 Lakh
Prof | Cl Memb
(Prgl\;;smna el s Yes (For trades done by Rs. 10 Lakh BMC- 25 Lakh/ 50 Lakh
type 1, 2 & 3) (Non Algo/Algo)

UJ




EXCHANGE TRANSACTION CHARGES Hm.c“,& .

Trade with Trust

Exchange Transaction Charges on Futures(per Rs. 1 lakh of turnover)

Average daily turnover * Transaction fee rates

(per Rs. 1 lakh of turnover)
Upto Rs. 350 crore Rs. 2.60
On incremental turnover above Rs, 350 crore Rs. 1.75

*H"I.FEFE&QE dEtH‘_y" turnover will be calculated at the end of avery month b‘y’ way of t_‘iividing
the total turnover of the member by the total number of trading days.
Transaction fees on options contracts applicable from 15t October, 2021

Transaction charges (Rs per lakh of
premium value)

Average Daily Premium Turnover* (in Rs. Crs)

1 Up to Rs 5 crore Rs 50

2 On incremental premium turnover above Rs 5 crore Rs 40

Average daily premium turnover will be calculated at the end of every month by way of dividing the
total premium turnover of the member by the total number of trading days.



