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NFA Futures Commission
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) Speculation

Building Derivatives Markets
Critical Pieces

N

(to take advantage of a natural or competitive
edge that exists in the market)
3 (to protect or enhance a

particular product or benchmark)
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(end users)—
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- funding, Swaps and Trading Desks
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(Price Feeds and Risk Matrix must be fed into existing industry

12



(

)

platforms) (must be in compatible

/acceptable formats)

)

)
CME CME
LIFFE
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identify rouge traders)

(CBOT)

CBOT

(ability to
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)

(CME)

CME 1972 CBOT 1975

ONOXO) CBOT

U.S. Treasury Bonds CME

Eurodollar Future

Eurodollar Future O)O)
CFTC
CFTC
CFTC Securities &
Exchange Commission SEC Jurisdiction

(The Future Trading Practices Act)

CFTC Stock Option
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Options on Stock Indexes

Commodity Exchange Act
1 Sech CFTC

2 Sec.5a(12)
CFTC
Regulation )§1.41(a)(2)
)

R

3 Sec.5a(12)

CFTC

SEC
CFTC

CFTC
Code of Federd

)

i

CFTC

Sec.5
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CFTC

interest

CFTC

Sec.5b

CFTC

Sec.6(a)

Sec.5(7)

Public

CFTC
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(Financial Intermediary)

(Clearing Organization)

(Bank)

(CBOT)

GLOBEX

(Exchange)
(Customer)

(CME)
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ONONO) CFTC

oTC

(CBOT)
alc/e (alliance/cbot/eurex)

CBOT

CME

(EUREX)

O O

alcle

(CME)

o
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(CME)
(Cross-Exchange Trading Rules)
(New York Mercantile

Exchange) (Sydney Futures Exchange)

multiple approvals

(SEC)
(CFTC)
ED)
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FCM

CFTC

omnibus

CFTC

(no-action letter)

SEC

CFTC SEC

(sophisticated investor)

(globalization)

FCM
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CME

- (multi-lateral payment
netting) /

(capital and credit line relief)-central counter

party obligations move off balance sheet novation frees up
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counter party credit lines— novation

(multi-lateral payment netting)

)
Board of Trade Clearing Corporation(BOTCC)

Corporation(OCC)

Option Clearing
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Cross-border Risk Management

NFA

( out-souring)

NFA

BOTCC/OCC
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NFA

NFA

Oversight

NFA

NFA
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(manipulation)

(price distortion) (abuses)
1 2
3
4
Oversight
Commodity
Exchange Act
) (market manipulation)

(concentrated or rapid buying or selling)
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Sec.6(b)  Sec.6(c) CFTC

CFTC CFTC
CFTC

(Misdemeanor)

Sec.9(b)

Felony

Sec.9(d) CFTC
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(Felony)

Sec.

Felony

Sec. 4c

Fraud
4 b

Wash Trading

Bucketing

Sec. 4c(a)

(Meretricious

Sec4db Sec4d
Sec.9(b)

. 4D
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3 Cross Trading

4 Fictitious Trading

5 Accommodation Trading

(commercial users)

(contract design)
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(physical delivery)-

(cash settlement)-
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of the market)

ownership)

(deeper)

(deliverable supply is a narrow segment

(little or no restrictions on

(benchmark)
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(independent third party
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(market surveillance)

Code of Federal Regulation §1.51

CFTC

CFTC
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5
6
7
CFTC
(large trader reporting)

(Cross-Border Market

Alliances-Implication For Regulators)

|OSCO o

35



CFTC

Enforcement)

Sec.8 (a)(1)

|OSCO

(Strategies and Techniques of

CFTC
CFTC
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Investigation

CFTC ( Division of Enforcement )
CFTC
CFTC
1
2 3
Commodity Exchange Act
1 Secdg(a)
CFTC CFTC
CFTC
2 Sec.4g(b) CFTC
3 Sec.dg(c)
(b)
4  Sec.4g(d) CFTC

CFTC
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5 Sec.4an(3)(a)

CFTC
CFTC
CFTC Code of Federal Regulation 81.31 a
d 8423 847 a 2 8433 847 D
1 8§31 CFTC
CFTC
(1)
2)
(3)CFTC

CFTC

2

CFTC

b

CFTC (investigation
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technigques)

/

CFTC

CFTC NFA

(NFA) (audit) (investigate)
(disciplinary)
(NFA)

(Reportable trader information)
Reports identifying reportable traders
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Reports filed by reportable traders
(NFA) MRRS, FACTS, BASIC

( CFTC )

(Reparations)

(other enforcement actions)

agency
(Securities and Exchange Commission)
(Federal Trade Commission)
(U.S. Postal Inspection Service)
(U.S. Department of Agriculture)
(Federal Bureau of Investigation)
(State Securities Regulators)
(State Attorney Generals)

(Internet)
Choice Point

Lexis

" Consumer Sentinel

"~ Compliance Data Center, Inc.
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(Declarations) (Sworn Statements)
5 (Take Voluntary Sworn Testimony)
(Formal Order of Investigation)

1

2 CFTC

3 (Subpoena Documents)
4 (RFPA Bank Subpoenas
5 Subpoena Testimony

(commission to equity ratio)

(commission to investment ratio)

(reconstruct Trade Sequence)

out-trade
(work papers)
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CFTC

(patterns)
(take sworn testimony)
Compel witnesses to appear and testify
Witness testify under oath

assert avalid privilege
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CFTC

CFTC






