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Trading CME FX Futures:

Maximizing the Opportunity
for the Individual Investor




CME E-quivalents—for smarter FX trading

A free tool for individual investors

CME E-quivalents is a free web-based application that displays

CME FX futures prices in spot equivalent terms.

Features of CME E-quivalents include:

» Instantaneous conversion of FX futures prices to equivalent spot
market prices.

» Real-time prices in all CME FX markets.

» Live quotes from three CME FX markets per page—along with
the five best bids and offers in spot market convention.

» Forward rate quotes for six currencies from ICAP, the world‘s
largest interdealer broker, for easy comparison of FX cash and
futures prices.

» Links to educational material, training, upcoming events and
other information to help you trade FX.
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Learn more about CME E-quivalents at www.cme.com/e-quivalents.




Interested in Trading Foreign Exchange?
Consider CME FX Futures

In 1972, CME transformed global finance with the launch of the first financial futures contracts via
the newly organized International Monetary Market® (IMM?®). Today, CME is the largest market for
exchange-traded foreign exchange (FX) futures in the world. With over-the-counter (OTC) transactions
representing more than $1.9 trillion each day, the foreign exchange market impacts almost every

nation’s economy. If you currently trade FX in the OTC market, it’s important for to you to know that
CME offers many advantages over those markets:

»

v

Open, fair and anonymous trading environment

P

v

Equal access to the same FX markets and prices for all traders

P

v

All prices and commissions are public and spreads are consistently tight
» Global access to CME’s electronic FX markets virtually 24 hours a day

» Access to approximately $40 billion in liquidity each day

CME eFX Futures Average Daily Volume

January 2002 to March 2005
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The Benefits of Trading CME FX Futures vs. Cash

If you want to trade foreign exchange, it’s time to look at CME FX futures. An exchange environment,
with its open and transparent market pricing, offers all market participants the opportunity to be
involved in the process of price discovery, and provides other key advantages over “private” deals
in the OTC market. Online access available virtually 24 hours per day, combined with low trading
costs and the backing of the CME Clearing House, make CME a highly cost-effective, transparent

and secure place to trade FX.

CME FX offers:
Market Integrity

CME is regulated by the U.S. Government via the Commodity
Futures Trading Commission (CFTC). Integrity and openness
are critical components of CME markets. Fair and transparent
pricing, open access and the highest ethical standards are
important criteria applied in managing CME markets.
Liquidity

CME FX futures markets are supported by automated trading
systems supplying continual pricing feeds from global FX
market makers. These pricing feeds are real-time, dealable
quotes, which allow CME to provide exceptional market
liquidity and a dynamic trading venue for a large pool of
FX fund managers, interbank spot FX traders, international
asset managers, multinational corporations, speculators,
day traders and individual investors.

If you trade on the OTC market, you may not really know
the bid/ask spread costs, which are built into the FX rate
that you are quoted. Each time a quote is requested from
an FX dealer in the OTC market, prices are produced for
the interested counterparty alone. As a private deal,
guotes are often five pips wide and are shaded to favor
the dealer's position, leading to price slippage.

Superior Security

If you trade FX at another venue, you may not be aware
of how important the guarantor and clearing method of a
marketplace is. As opposed to trading in the OTC market,
CME FX futures offer the unparalleled backing of the CME
Clearing House. The system of safeguards in place ensures
that all parties involved in any CME FX futures trade will
”’make good* on their trade and protects traders from

the possibility of default. This type of clearing guarantee
generally is not matched at other non-exchange FX
trading venues.

Flat Fees

If you currently trade FX in the OTC market, you may be
paying more than you think for your trades. At CME you
can see the costs up front. Spread costs on the OTC mar-
ket could ultimately cost you more in your overall FX trans-
action, due to the non-transparent nature of OTC pricing.
OTC trades are private deals that very often have a dealer
spread in the quoted price—which ultimately increases
your trading cost.

Full trading access to CME, the world’s most liquid FX
futures exchange, can be obtained by posting the necessary
performance bond and payment of a flat CME clearing fee.
In the OTC market, brokers make their livelihood by quot-
ing wide bid/offer spreads in order to capture a pip or
more of the price on every trade. Widely advertised as
“commission-free trading,” these undisclosed deal spreads
raise the cost of FX deals to customers.

Fully disclosed futures brokerage fees are a transparent,
cost-effective execution pricing mechanism in comparison
with the OTC approach. At CME, transactions are reasonably
priced and costs are always fully disclosed.

Rapid E-Trading

CME offers trading on the CME® Globex® electronic trading
platform. Once you have established an account with a
National Futures Association (NFA) registered broker or
Futures Commission Merchant (FCM), there are a variety of
ways for you to trade on CME Globex. Without access to a
personal computer, you can execute trades on CME Globex
by calling your broker, who will place orders on your behalf.
To place orders and receive market data directly via your
computer, you can select from a variety of certified CME
Globex trading applications.




Start trading CME FX futures today. Learn more on how to get started at

www.cme.com/edu or contact CME at 1-800-331-3332.

These trading applications include CME-certified front-ends
provided by most FCMs and Introducing Brokers (IBs) to
their customers, as well as those provided by Independent
Software Vendors (ISVs). In addition, CME provides a CME
Globex-only trading application, CME Globex Trader®. Before
choosing either CME Globex Trader or a third-party trading
application, please make sure that your broker is able to
support that front-end.

More information about these trading applications, as well as
links to solutions provided by FCMs, IBs and ISVs is available
on the CME Web site at www.cme.com.

Leverage

CME provides access to margin trading for all market
participants. All trades are booked (matched) through the
CME Clearing House, ensuring complete trading anonymity
and the absence of credit lines. The Clearing House eliminates
counterparty credit risk as well as the need to trade within
predetermined credit limits, a requirement in the OTC market.
CME requires that traders of its products maintain performance
bond requirements (as good faith deposits) to protect
against trading losses. This requirement allows traders to use
leverage in order to hold a position larger than their initial
deposit amount.

Calendar Spreads

At CME, it is easy to execute spread trades. For example,

a futures currency calendar spread, also known as an intra-
currency futures spread, is an order for the simultaneous
purchase and sale of futures contracts of the identical currency
for different delivery months, with a price differential. Traders
are able to roll their futures positions from one quarterly
futures contract month to another active quarterly futures
contract month, at any time.

Commitment to Education and Resources

CME has simplified the process to trade CME FX futures by
providing a variety of helpful resources in the education
section of its Web site (www.cme.com/edu). These resources
include online education seminars, trading manuals and
strategy papers for trading FX futures. In addition, the CME
FX team developed E-quivalents®, a free Web-based applica-
tion that displays real-time CME eFX futures prices in spot
equivalent terms. The application is designed to make CME
FX futures markets more easily accessible to traders accus-
tomed to trading FX spot markets. E-quivalents can be found
at www.cme.com/e-quivalents.

Support

CME’s Globex Control Center (GCC) provides registered users
with 24-hour assistance that includes technical and customer
support for the CME Globex electronic trading system. CME
customer support provides exchange users support via e-mail
or telephone.

The Globe Logo, Globex®, CME®, International Monetary Market®, IMM®, Globex Trader®, E-quivalents® and E-mini™ are trademarks of CME.

All other trademarks are the property of their respective owners.

The information within this brochure has been compiled by CME for general purposes only. CME assumes no responsibility for any errors or omissions.
Additionally, all examples in this brochure are hypothetical situations, 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 are superseded by official CME rules. Current CME rules should

be consulted in all cases concerning contract specifications.
Copyright © 2005 CME
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Chicago Mercantile Exchange IDEAS THAT CHANGE THE WORLD™

CME-Chicago

20 South Wacker Drive
Chicago, lllinois 60606-7499
Tel: 1312 930 1000

Fax: 1 312 466 4410

E-mail: info@cme.com

CME-London

Pinnacle House

23-26 St. Dunstan's Hill
London EC3R 8HN, England
Tel: +44 (0) 20 7623 2550
Fax: +44 (0) 20 7623 2565
E-mail: cmeeurope@cme.com

CME-Sydney

Level 17, BNP Paribus Centre
60 Castlereagh Street
Sydney NSW 2000, Australia
Tel: +61 612 9231 7475

Fax: +61 612 9231 7476
E-mail: cmeasia@cme.com

CME-Tokyo

Level 16, Shiroyama JT Trust Tower
4-3-1 Toranomon, Minato-ku
Tokyo 105-6016, Japan

Tel: +81 3 5403 4828

Fax: +81 3 5403 4646

E-mail: cmeasia@cme.com

Internet
www.cme.com
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