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JSE AGRICULTURAL PRODUCTS MARKET NOTICE

Number


A856
Date



 7 January 2008
Minor changes to the extended price limit return triggers
Many participants have expressed difficulty interpreting the existing price limit triggers; the exchange has therefore reworded the definition and also slightly changed the return trigger criteria to simplify things:

The current definition reads as follows:

If two or more like contracts (excluding the near month) trade at limits (up or down) for two consecutive days in the same direction, daily price limits will be extended from R45/t to R65/t, and will remain at extended limits until the daily price movement on all like contracts (excluding the near month) is equal to or below R45/t. 

The revised definition applicable to all products with immediate effect:

· The spot month is excluded from all price limits and relevant triggers

· Price limits apply to all hedging months where open interest exists

· Based on the defined limit, prices can move up OR down using the previous days mark-to-market (mtm) as reference

· Should two or more hedging months be mtm at the everyday limit for two consecutive days in the same direction, extended limits will be applied

· With regards to the above trigger, it is not necessary for the same two hedging months be to mtm at the limit, provided there are two or more expiries within the contract range

· Extended limits will apply to all hedging months where an open interest exists, the market may trade up OR down at this extended limit

· The extended limit will remain until such time the return trigger criteria is met. 

· For everyday price limits to be returned, the majority of the hedging months, regardless of market direction, must be mtm equal to or below the everyday limit

· A majority is defined as greater than 65% of all hedging months where price limits are applicable
A detailed example is included on page three to further assist in understanding the triggers. The notice will be posted onto the APD webpage for future reference.
[image: image5.jpg]\V/ 4
27 sarex
TIN. oot




Rod Gravelet-Blondin

Senior General Manager

Agricultural Products Division

Tel :+27 11 520-7258

Fax :+27 11 520-7551

RodGB@jse.co.za
An example to illustrate the operation of price limits and the various triggers:

Let’s assume the following trading months are available: June, July, September, December and March and that the everyday limit is R45 and extended is R65. June represents the spot month and therefore will not be referred to when determining the price limit triggers.

	
	Spot month
	
	Hedging months
	

	
	June
	July
	September
	December
	March

	Day 1
	+R10
	-R30
	-R35
	-R33
	-R10

	Day 2
	-R23
	-R45
	-R45
	-R30
	-R20

	Day 3
	-R50
	-R45
	-R40
	-R45
	-R39

	
	EXTENDED LIMITS ON DAY 4
(this was triggered by Jul & Sep on Day2 and Jul & Dec on Day3)



	Day 4 
	-R30
	-R46
	-R50
	-R60
	-R44

	
	EXTENDED LIMITS REMAIN ON DAY 5
(3 out of 4 (75%of contracts) above R45 limit)



	Day 5
	+R10
	+R35
	+R40
	+R45
	+R47

	
	EVERYDAY PRICE LIMITS RETURN ON DAY6
(majority (3 out of 4 contracts or 75%of applicable contracts) mtm is equal to or below limit)



	Day 6 
	-R50
	-R45
	-R45
	-R45
	-R40

	Day 7
	-R40
	-R45
	-R44
	-R40
	-R45

	
	EXTENDED LIMITS ON DAY 8
(this was triggered by Jul, Sep & Dec on Day6 and Jul & Mar on Day7)



	Day 8
	-R50
	-R46
	-R46
	-R40
	-R39

	
	EXTENDED LIMITS REMAIN ON DAY 9 

( 2 out of 4 (50%) of all contracts above everyday limit)

 

	Day 9 
	+R10
	+R45
	+R30
	+R30
	+R30

	
	EVERYDAY PRICE LIMITS RETURN ON DAY10

(majority (100% of applicable contracts) mtm is equal to or below limit)



	Day 10 
	+R10
	+R45
	R+39
	+R37
	    +R30


The current price limits for the products listed:





Everyday limit

Extended limit

WMAZ, WOPT, YMAZ:

R45/t


R65/t

WEAT
:


R65/t


R95/t

SUNS:



R90/t


R135/t

SOYA:



R70/t


R105/t
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