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JSE AGRICULTURAL PRODUCTS MARKET NOTICE

Number
A699

Date

8 August 2006
Additional functionality on the ATS to ABANDON OPTIONS

Following notice A683 distributed on the 20 April 2006, the exchange committed to investigate the possibility of providing functionality on the trading engine that would allow any long position holders to abandon an option position anytime before expiration.

A long position holder of an option buys the right but not the obligation to the underlying futures position, currently all positions that are in the money at expiration are automatically exercised by the exchange. Introducing functionality that will allow long position holders the ability to abandon an option position any time before expiration is possible and will ensure that the true definition of a long option position is applied. Although abandoning options early does not make economic sense, the functionality will provide an alternative to the long position holder. With abandoned options short position holders will collect the premium and will not be obligated to supply the underlying futures positions.

The abandon functionality will reside in the positions file of the trading system where the long position and the quantity of contracts can be selected and then abandoned. The corresponding short position will be randomly selected and will receive a deal that will result in the closing out of the option position. No futures positions will be exchange when options are abandoned.

Since this functionality can be provided in the next upgrade, please will members consult with their clients, including option writers and inform the exchange should they NOT SUPPORT the introduction of this functionality.

Feedback can be sent to Graham Voller on grahamv@jse.co.za or fax +27 11520 7558 no later than 16 August to be included in the decision process.

A final notice will be distributed confirming the decision made.
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Rod Gravelet-Blondin

Senior General Manager

Agricultural Products Division

Tel :+27 11 520-7258

Fax :+27 11 520-7551

RodGB@jse.co.za
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