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The Kuala Lumpur Stock Exchange Composite Index is a broad-
based capitalisation weighted index of 100 stocks designed to
measure the performance of the Kuala Lumpur Stock Exchange.

% The objectives of the KLCI :
a) To provide a performance benchmark for the Malaysian equity
market.
b) To reflect performance of listed companies that are representative of
the major sectors as in the Malaysian economy.
c) To reflect the growth and development in Malaysian corporate and
economic sector.

< Index components are subjected to stringent requirements.
For e.g. Index constituents suspended for more than 3 calendar months
will be excluded and only eligible for inclusion after 6 calendar months
from the date of suspension uplifted.

For more on KLCI Index Rules, please visit
http://www.klse.com.my/website/bm/market_information/index-components-quide.html
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KLCI Contract Specifications

Underlying Instrument Kuala Lumpur Composite Index Futures (FKLCI)

Contract Size KLCI multiplied by RM50

Minimum Price 0.5 index point valued at RM25

Fluctuation

Daily price limits 20% per trading session for the respective contract months except the spot

month contract. There shall be no price limits for the spot month contract. There
will be no price limit for the second month contract for the final five Business
Days before expiration.

Contract Months Spot month, the next month and the next two calendar quarterly months. The
calendar quarterly months are March, June, September and December.

Trading hours First trading session: Malaysian 8:45 a.m. to 12:45 p.m. Second trading session:
Malaysian 2:30 p.m. to 5:15 p.m.

Final Trading Day The last Business Day of the contract month.

Final Settlement Cash Settlement based on the Final Settlement Value.

Final Settlement Value The Final Settlement Value shall be the average value, rounded to the nearest
0.5 of an index point (values of 0.25 or 0.75 and above being rounded upwards)
of the KLCI for the last half hour of trading on the Exchange on the Final Trading
Day excepting the highest and lowest value.

Speculative Position 10,000 contracts, net gross open position .
Limit
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About KLCI....

+« The contract value is the price of the KLCI x RM50
e.g. the price of the Dec 2007 futures contract is 1059.0

RM50 x 1059.00
RM52,950

The contract value

s Likewise, in trading KLCI is similar to trading other futures
contract. You need to pay the initial margin amount. All open
positions are mark-to-market daily. Losses and gains are
posted to each member’s clearing a/c

PhillipCapital

Your Partner In Finance




Trading Phases
&
Market Timing
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Morning Afternoon
Continuous
Pre- Opening | Continuous Pre- Closing L Pre- Opening Trading, Pre-
Opening Auction Trading Closing | Auction Opening Auction closing, Closing
auction
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Market Timing

Trading Phases (FKLCI)

Pre Opening 8.15 am
Opening Auction 8.45 am
Continuous Trading 8.45 am
Pre Closing 12.40 pm
Closing Auction 12.45 pm

Lunch

Pre Opening 2.00 pm
Opening Auction 2.30 pm
Continuous Trading 2.30 pm
Pre Closing 5.10 pm
Closing Auction 5.15 pm
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Pre-Opening

8.15 am — 8.45 am
2.00 pm —2.30 pm

Opening Price *(TOP)

order book.

Opening Auction
8.45 am , 2.30 pm =

< Orders can be entered, modified, or deleted.
% The system broadcasts a dynamically calculated price known as Theoretical

“ Information is broadcasted to the market based on orders & quotes in the

“» No orders/quotes can be entered or changed.
*» Opening Price and contract volume matched are disseminated.
«“» Opening price is the last TOP calculated before matching.
« If no matching occurs in the opening auction phase, the price of the first trade
executed in the main trading session is designated as the Opening Price.
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Continuous Trading
8.45am —12.45 pm
2.30 pm —5.15 pm

g

«“ Orders can be entered, changed and deleted.

Trading takes place in a continuous basis.

Each incoming order is checked immediately for possible execution.
Unexecuted portion of an order is added to the order book, subject to
validity and execution condition.

Matching will be based on Price and Time priority.
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Pre Closing
12.40 pm, 5.10 pm

R

< Same as Pre Opening.

«“ All orders entered will be auto updated into the order book w/o giving rise to
trades.

“ TOP is calculated and disseminated to all market participants.
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Closing Auction

12.45 pm, 5.15 pm

< Same as Opening Auction.

“ Closing Price is determined at this phase.

< In the event no execution of trades takes place in this phase, the last price
traded during the “Continuous Trading” phase will be used as the closing
price.
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Matching Mechanism
& Order Types
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Matching Mechanism

» Basic Matching Mechanism

Price

» The higher the bid price, the better the chance it will be matched by a
seller (Best Bid)

» The lower the ask price, the better the chance it will be matched by a
buyer (Best Ask)

Time

» If there are multiple orders with the same price, the time at which the
order was entered will become a factor in determining which order has
matching priority, thus the first in first out (FIFO) rule applies.

“» Note 1: The above matching priority applies to both Futures
& Options

“» Note 2: During continuous trading, the orders in the order
book are executed according to price/time priority.
Market orders shall have priority over limit orders
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Order Types

» Market on Opening (MOO)

» Stop Limit Order

e Limit Order

e Combination Order
. samoundenin

Stop/Stop loss order
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PRINCIPLES OF TOP CALCULATION

The Theoretical Opening Price (TOP) is calculated on a real time basis in the Pre Opening Phase. The TOP is the theoretical price
at which an instrument would trade if it opens at the moment the price is calculated.

In calculating the TOP:

«+ All order types are taken into consideration i.e.
= Limit Orders
= Market on Opening Orders
= FAK_Market Orders
= Stop Limit Orders
= Stop Orders
< The total quantity of the order is taken into account
< Each time an order is created, modified or cancelled, the processing of TOP calculation is triggered
<« Price of order entries must be inside (including) the static price thresholds. However, brought forward orders from previous days
(GTC & GTD) that are outside the static price thresholds are also included in the TOP calculation.

4 BASIC RULES IN CALCULATING TOP
“*Rule 1 : Maximization of matching quantity at the selected price.
“*Rule 2 : Minimization of non-matching quantity.
“*Rule 3 : When several prices are used with respect to Rule 1 & Rule 2, and
(a) there is an imbalance of unfilled quantity that is on the buy side, then the TOP used is the highest price.
(b) When several prices are used with respect to Rule 1 & Rule 2, and there is an imbalance of unfilled quantity that is on

the sell side, then the TOP used is the lowest price.

*»*Rule 4 : Closest price to the reference price i.e the previous day’s settlement price.
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Disclaimer

The information contained in these course materials provided contain
information of a general nature only and are produced for investor
education purposes only. They do not constitute investment advice in
any manner whatsoever or have any regard to the specific
investment objectives, financial situation or individual needs of any
particular person receiving them. Examples are used for illustrative
purposes only and do not constitute investment advice.

Phillip Futures makes no guarantee, warranties and representations
of any kind whatsoever, express or implied, including but not limited
to, the accuracy, completeness, merchantability, or fitness for any
particular purpose, of such information or as to the results obtained
by any person from the use of any information or any financial
instrument mentioned in the course materials.
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