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European Equity Derivatives Gaining
Importance

With various derivatives based on the Dow Jones (EURQO) STOXX 50°" indexes, Eurex
already offers successful and actively traded pan-European index products. Against the
backdrop of the growing importance of European equity products for private and institu-
tional investors alike, Eurex has been continuously extending its equity options segment
by a variety of different European shares during the last two years. The previous year alone
saw the introduction of 40 new options on European equities.

The product range offered in the field of equity options varies
widely at Europe's derivatives exchanges. At Eurex, for instance,
32 listed equity options cover as much as 50% of the total
market capitalization of the European Dow Jones STOXX 50°".
With an additional 34 options provided on component shares
of the Dow Jones EURO STOXX 50°*, this percentage is still
higher — an impressive 72%. In the European arena, Eurex

has gained an important competitive advantage as

far as these equity options are concerned. Other

derivatives exchanges have thus far mainly

concentrated on listing national shares.

Equity Options on European Blue
Chips Listed on Eurex

. All Dutch, Swiss, Finnish and German Dow
Jones (EURO) STOXX 50°* equities are listed as
stock options at Eurex.

[ Stock options based on 7 out of 8 French and
all 3 Italian Dow Jones STOXX 50°* equities are
listed at Eurex.

Stock options based on 8 out of 16 French and
3 out of 6 Italian Dow Jones EURO STOXX 50°*
equities are listed at Eurex.

continued page 2
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continued

At the start of 1999, the Eurex product range consisted exclu-
sively of options on German and Swiss blue chips. September
1999 then saw the launch of the HEX cooperation: as a first
step, three Nordic shares were listed, followed by another eight
shares in January 2000. On March 20 and November 20, 2000,
trading was launched on six Dutch, three Italian and eight
French Dow Jones EURO STOXX 50°* equity options, respec-
tively. Though trading volumes in these Italian, French and
Dutch options were rather low at the beginning, a significant
rise in liquidity has been achieved as a result of a greater quot-
ing commitment from market makers. In the future, activities in
the field of marketing and training will be enhanced to boost
the share of retailers markedly.

The rising interest in equity options is mainly attributable to the high degree of flexibil-

ity that these instruments offer with regard to the transfer and diversification of risk

(risk management). Equity options help to efficiently hedge cash market positions

against price movements. Moreover, traders are able to pursue a great variety of dif-

Synthetic Long Futures Position
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ferent trading strategies (depend-
ing on how they expect the market
and the price of the underlying to
perform) by simply combining call
and put options in different ways.

Through the appropriate combina-
tion of two options, for instance, a
profit and loss profile in line with
that of positions in the underlying
(or equity futures) can be realized.
The diagram below shows a syn-
thetic long future, created through
the purchase of a call against the
simultaneous sale of a put — both
with the same exercise prices and
expiry dates.
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Contrarily, through the sale of a call against the simultaneous purchase of a put (again,

both with the same exercise prices and expiry dates), a synthetic short futures position

can be created just as easily.

Eurex aims at successively expanding its business activities with
respect to the acquisition of new members and target groups,
as well as the opening up of new markets and development of
new products. Private investors, in particular, are increasingly
interested in using exchange-traded derivatives. Since the
beginning of the eighties, Germany and Switzerland have been
frontrunners in setting up a wide spectrum of different warrants
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- a segment in which mainly
retailers are heavily involved.
Against this background, there is
now an ever-increasing interest in
exchange-traded, standardized
option products. Compared to
warrants, this market has some
important advantages: the prod-
uct range provided offers a
variety of different exercise prices
and terms. Short positions can
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easily be initiated through the sale of options. Several independ-
ent market makers are responsible for the price determination
process.

In response to growing demand for information about its prod-
ucts and their various applications, Eurex has launched a series
of workshops since last year to meet the needs of the retail
community in particular. Moreover, through the planned setting
up of further Access Points — outside Germany and Switzerland,
there are currently Access Points in Amsterdam, Chicago,
Helsinki, London, Madrid, Paris, New York, Tokyo and Hong
Kong — new markets (i.e. in Singapore and Sydney) are to be
targeted.

Apart from the continuous introduction of new options on
single European shares, Eurex is eager to meet the market's
growing demand for new equity derivatives products. In particu-
lar, the development of trading in futures on single shares - so-
called single stock futures or equity futures — is being analyzed
by Eurex and discussed with market participants. This product,
which was primarily tailored to the needs of private investors,
has already been available for trading on various national

exchanges for some years now.
A major motivation for exchanges
when launching such equity
futures is to avoid stamp duty
(a tax which is levied by some
countries upon every single

securities transaction), or perhaps a missing infrastruc-
ture for securities lending. However, the product has not
been very popular; its global market share in exchange-
traded volumes for equity derivatives is still very low. In
the USA, the barriers to trading in equity futures prod-
ucts were removed with the abolishment of the Shad-
Johnson Accord in December 2000. Some European
derivatives exchanges have recently added single stock
futures to their range of products. It remains, still to be
seen whether these products are able to attract sufficient
liquidity. Given the volumes recorded so far a liquid mar-
ket does not exist. For any questions, please contact
Holger Stirtz, T +49 (0)69-21 01-72 51,

e-mail: Holger_Stuertz@exchange.de

German Jumbo Pfandbrief Issues Available for

Repo Trading

Since February 26, Eurex is accepting
German Jumbo Pfandbrief issues for repo
trading. Eurex Repo is thus expanding the
product line of instruments that can be
deposited as collateral in the Swiss Franc
repo market. Swiss and German government
bonds are already accepted as collateral for
repo business through Eurex.

The extended selection of instruments that
can now be used as collateral makes the
repo market even more attractive -
especially for banks with international
operations — and strongly stimulates inter-
bank trading. The issues can be used as so-
called General Collateral (GC) as well as
for Special Repo trading. Domestic and
international Eurex Repo participants can
directly carry out their funding and collat-
eral management with German Jumbo
Pfandbriefe on the Swiss Franc interbank

market or benefit from the Swiss National

Bank (SNB) auctions which usually take
place daily. Eurex Repo head Marcel Naas
said: "The expanded basket will make
Eurex Repo even more attractive. The inte-
gration of trading, clearing and settlement
with triparty service on a single electronic
platform is a milestone in the fully auto-
mated processing and settlement of securi-
ties transactions, with an unprecedented
level of efficiency."

Jumbo Pfandbriefe eligible for repo trans-
actions must meet the following criteria as
defined by Eurex and the Swiss National
Bank (SNB): Issuers must be banks, the
issues must have at least a AA rating from
Moody's or Standard & Poor's; and the size
of the issue must be at least EUR one bil-
lion. These conditions are currently met by
some 200 outstanding Jumbo Pfandbrief
issues with a nominal value of roughly EUR
300 billion. Since March 1, the SNB posts

the new basket with the German Jumbo
Pfandbriefe, in addition to the existing
baskets, in conjunction with the daily auc-
tions. Securities from the new basket will
also be deliverable as cover for purchases
of intraday liquidity in the near future.
Further information on Eurex Repo can be
obtained on the website www.eurexrepo.com
or by contacting Francisco Gonzalez,

T +41 (0)1-229-24 24, e-mail:

Francisco.Gonzalez@eurexchange.com



Eurex Introduces Dow Jones STOXXM Sector Index

Futures on Banks, Technology, Telecommunications

and Healthcare

With the introduction of Dow Jones STOXX*" 600 and Dow Jones EURO STOXX*"
sector index futures on March 19, 2001, market participants can now make targeted
investments in specific sectors. For that purpose, a total of eight futures contracts are
now available to cover the banking, technology, telecommunications and healthcare

segments of the Euro-zone and greater European region.

With the 600 largest shares, the Dow Jones STOXX™™ 600 index
represents almost 95% of aggregate pan-European market capi-
talization. The Dow Jones EURO STOXX** index, generally incor-
porating equities from those 12 countries that participate in the
European Monetary Union, currently contains 313 component
shares of the Dow Jones STOXX™ 600. The market sectors
serving as underlying instruments for the eight new futures con-
tracts will be calculated from these two indices.

Eurex has already established itself as the market leader for pan-
European and Euro-zone index derivatives with an impressive
market share of more than 95%. The successful Eurex Dow
Jones STOXX™ product range will now be complemented. With
this extension, Eurex is responding to the growing market need
for appropriate trading and hedging instruments that facilitate
targeted investments in selected equities from certain sectors of
the economy.

Contract Specifications (extract)

The four currently most interesting sectors — Banks,
Technology, Telecommunications and Healthcare — have
been chosen as the first underlying instruments for
Eurex's sector index futures; they represent the greatest
share in market capitalization within the Dow Jones
STOXX™ 600 index.

The Dow Jones STOXX™ 600 and Dow Jones EURO
STOXX™ sector index futures have been designed basi-
cally along the same lines as the existing Dow Jones
(EURO) STOXX 50°™ futures contracts at Eurex. Only the
contract value has been subject to modification: with
EUR 50 per index point, it amounts on average to
approximately half of the value of the corresponding
Dow Jones (EURO) STOXX 50" futures. Through this
measure, the lower investment volumes (compared
against those involved with STOXX benchmark indices)
are taken into account.

Product Dow Jones STOXX™ 600 Sector Index Futures

Dow Jones EURO STOXX Sector Index Futures

Contract Standard Dow Jones STOXX*™™ 600 Banks Index (SX7P)

Dow Jones EURO STOXX®™ Banks Index (SX7E)

Dow Jones STOXX*™ 600 Technology Index (SX8P)
Dow Jones STOXX*™™ 600 Telecommunications Index
(SXKP)

Dow Jones STOXX™™ 600 Healthcare Index (SXDP)

Dow Jones EURO STOXX* Technology Index (SX8E)
Dow Jones EURO STOXX®™ Telecommunications Index
(SXKE)

Dow Jones EURO STOXX®™ Healthcare Index (SXDE)

Contract Value

EUR 50 per index point

Settlement

Cash settlement, payable on the first exchange trading day following the Last Trading Day

Price Quotation

In points, with one decimal place

Minimum Price
Change

0.1 of a point, equivalent to a value of EUR 5

Maturity Months

The three successive quarterly months within the cycle March, June, September and December

Last Trading Day

The third Friday of each maturity month. Trading in the maturing futures contract ceases at 12:00 noon CET

Final Settlement
Value

The average of the respective Dow Jones STOXX*" 600
market sector index values calculated between 11:50 a.m.
and 12:00 noon CET on the Last Trading Day

The average of the respective Dow Jones Euro STOXX*™
market sector index values calculated between 11:50 a.m.
and 12:00 noon CET on the Last Trading Day

Trading Hours

9:00 a.m. until 5:30 p.m. CET

Transaction Fees

EUR 0.30 per futures contract

Soon, a total range of 20 futures and options on the 14 different indices — i.e. Dow Jones (EURO)
STOXX*™ blue chips and market sectors, DAX, SMI, FOX and NEMAX® 50 — will be available to
institutional and private investors for trading and risk management purposes.

A more detailed description of the sector index futures is provided in the product brochure "Dow Jones
STOXX*™ Sector Index Derivatives", which can be ordered at T +49 (0)69-21 01-15 10. Further infor-
mation can also be obtained on the Eurex website www.eurexchange.com/Marketplace/Products or
by contacting Christine Heyde, T +49 (0)69-21 01-56 98, e-mail: Christine_Heyde@exchange.de




10t International Derivatives Exhibition in Frankfurt Eurex Day in Paris

Architecture Throttle Activated on all MISS Front End Installations

Successful Start of the EEX Derivatives Market

10" International Derivatives Exhibition in
Frankfurt

FOW (Futures & Options World) is organ-
izing its 10" International Derivatives
Exhibition at the Frankfurt Congress Center
from March 20 - 21, 2001. A highly topical
and informative seminar program that is
designed to cover the latest developments
in the derivatives and risk sectors will
accompany the exhibition. Special focus lies
on electronic trading and the growing
requirements to integrate trading, clearing
and settlement processes. Further seminars
highlight new product trends in equity,
energy and credit derivatives, hedge funds,
and swap markets. Don't miss visiting the
Eurex booth to get an update on the latest
Eurex developments.

For further information on the conference,
schedule and workshops, please visit the
FOW website www.fow.com or contact
Claudia Behlen, T +49 (0)69-21 01-80 42,

e-mail: Claudia_Behlen@exchange.de

Eurex Day in Paris

The Paris Office is currently planning a
Eurex day during which members will have
the opportunity to gather information on
the latest Eurex services including among
others the new alternative connection
possibilities and fees, Eurex Bonds, Remote
Clearing, and the latest platform and in par-
ticular GUI enhancements. The event will
take place at the conference center Etoile
Saint Honoré on March 19, 2001. For more
details on the Eurex Day taking place in Paris,
please contact Florence Besnier,

T +33 (0)1-55 27-67 67,

e-mail: Florence_Besnier@exchange.de

Architecture Throttle Activated on all MISS
Front End Installations

The architecture throttle enables Eurex to
limit the transaction frequency from all
MISS and thus

exchange operations from being adversely

installations prevent

affected by excessive transaction rates from

individual front end installations. The archi-

tecture throttle was introduced on February
26, 2001 and is integrated in the MISS
architecture. The exchange uses two para-
meters for its control purposes:

Maximum Transaction Rate: The value of
this parameter defines the maximum fre-
quency at which the particular MISS may
send transactions to the Eurex back end and
has been set at 50 transactions per second.
Maximum Queue Length: The value of this
parameter defines the maximum number of
transactions, which will be buffered in an
intermediate queue when the maximum
transaction rate has been exceeded. The
maximum queue length has been set at 250
entries. When exceeding this number, all
further transactions from the MISS will be
rejected, until the queue is reduced below
the limit. Members then need to re-enter
rejected transactions into the Eurex system.
These values guarantee that the architecture
throttle will only come into effect when an
obvious faulty configuration of a particular
front end exists with the potential of
endangering the entire exchange operations.
For further information please contact
Thomas Wabhl, T +49 (0)69-21 01-56 38,

e-mail: Thomas_Wahl@exchange.de.

Successful Start of the EEX Derivatives
Market

Derivatives trading in electricity at EEX, the
European Energy Exchange, was success-
fully launched on March 1, 2001. This makes
EEX the first exchange in Germany to offer
derivatives trading in electricity. More than
33 participants from seven countries are
technically linked to the EEX system. Next to
building up the leading spot market for elec-
tricity in Europe, EEX's goal is to now develop
the corresponding derivatives market.
"With the introduction of derivatives trading,
we implemented in less than one year our
concept of an integrated spot and futures
market for electricity trading,” the two
Executive Board members Christian Geyer
and Hans E. Schweickardt said. "Due to the

continuing liberalization of the energy

Dates in March and April

sector and the establishment of exchange-
based market places, the energy sector will
become - in addition to financial markets —
one of the focus points in trading in Europe,
so the EEX board members' forecast.
Derivatives trading will further expand the
circle of its participants since it is attractive
even for companies outside of the energy
sector. With the broad support of banks and
financial service providers, EEX also wants
to enable access to derivatives trading for
participants who are not members of the
exchange. "We are especially targeting
smaller investors who participate in trading
via their bank," as EEX puts it. Numerous
banks already offer clearing services and
customer trading for the derivatives market.
The EEX derivatives market enables risk
hedging through trading with futures. The
exchange starts out with two futures based
on the electricity indices for base-load and
peak-load blocks on the EEX spot market.
The contracts have terms of from one up to
18 months. Trading will be conducted via the
integrated Eurex trading and clearing system
which offers participants fair and transparent
trading, with an open order book and the
highest standards of security and protection.
For more information, please contact the
EEX-Hotline, T +49 (0)69-21 01-18 90,

e-mail: eex@exchange.de

Dates in March and April

March 16

Eurex Workshop, Chartered Accountants
Hall, London

March 19

Eurex Day Paris, Centre de Conférence
Etoile Saint Honoré, Paris

March 20 - 21

FOW's 10th International Derivatives
Exhibition, Congress Center, Frankfurt

Seminars for Private Investors

April 10 - 12
NRW Forum, Dusseldorf
April 24 - 26

Airport Hotel, Hamburg



Get Your Kicks — Learning with Clicks'!

Eurex's new training program is now available on the Internet:

trainingscenter.deutsche-boerse.com

The new training center is set to target anyone interested in
exchange activities. In addition to the traditional "classroom”
workshops available on the new premises of the Deutsche Borse
Group (“Neue Borse") or its representative offices, computer
and Internet based training is being increasingly promoted.
Training via electronic media facilitates a learning environment
that is flexible in terms of both location and time. Information
on additional courses and modifications to the actual training
offering can also be quickly and directly communicated via the
Internet. The range of seminars on offer includes Eurex system
training courses, capital market as well as language and IT

The fee for participation will be

reduced by EUR 25, except for

examinations and tests, for those

who book online.

For further information please visit the exchange's
learning portal trainingscenter.deutsche-boerse.com or
contact the exchange’s training staff at

T +49 (0)69-21 01-37 67.

training courses.

Training Center Training & Education Derivatives Market

Course March April
Traders Colloquium for 16.03.2001 P 04.04.2001 L
Examination Eurex Traders Examination 26.03.2001 C 11.04.2001 P
27.03.2001 C 30.04.2001 C
Eurex Traders Examination 19.03.2001 H Wk. of Apr 02 C
20.03.2001 L 17.04.2001 H
21.03.2001 L 24.04.2001 L
26.03.2001 P 25.04.2001 L
27.03.2001 P
Clearer Test — 19.03.2001 L/H 04.04.2001 C
Evidence of Vocational Aptitude for Backoffice Staff 26.03.2001 C/P 16.04.2001 H
23.04.2001 L
30.04.2001 C
System Training Eurex Technical Member Training 09.04.2001 L
VALUES API Introduction 10.04.2001 L
24.04.2001 P
System Training for Eurex Trading 15.03.2001 L 11.04.2001 L
22.03.2001 P 19.04.2001 C
26.03.2001 F 19.04.2001 P**
Eurex Clearing Fundamentals 30.03.2001 L 25.04.2001 P
System Training for Eurex Clearing 16.03.2001 L 12.04.2001 L
23.03.2001 P 20.04.2001 C
27.03.2001 F 20.04.2001 P**
System Training for Eurex Security 09.04.2001 P
20.04.2001 L
** The seminar is held in French language C Chicago L London P Paris F Frankfurt H Helsinki
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