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Following the rollout of its new Release 7.0, Eurex introduced new and improved functions for
derivatives trading and clearing on November 1, 2004. The new trading facilities include the
Strategy Wizard*™ as well as the OTC trading functions Exchange for Physicals (EFP) and Exchange
for Swaps (EFS). Further improvements with Release 7.0 include cross-margining - the set-off of
margin requirements against margin credits in another currency - and an increase to the update
rate of Eurex price information broadcast, which has further increased trading flexibility.

Option strategies and volatility trades play a pivotal role in options trading: the bulk of volatility-
driven trading activity is carried out using strategy trades. This is why market participants are
looking for efficient ways to manage their options exposure using exchange-traded derivatives.
Although the Eurex system supported options combinations prior to Release 7.0, many professional
players preferred to execute complex strategies off-exchange, using the OTC Block Trade or OTC
Vola Trade entry functions to post the trades for clearing in the Eurex system. In this way, they
could avoid being exposed to execution risk — however, this also meant that a significant part of
the market was, in fact, traded over-the-counter.

Eurex Strategy Wizard** Enhances Combination Trading

To make the entry of options combinations and volatility trades into the Eurex system easier, the
exchange has developed the Strategy Wizard*™™ — a dedicated graphical interface for strategy trad-
ing that is fully integrated into the Eurex @X-ceed trading GUI, and designed to attract more busi-
ness to be executed on-exchange rather than OTC.

The Strategy Wizard*" allows Eurex participants to create their own options and options/futures
strategies from a wide selection of 45 strategy types, including option strategies with up to four
legs — a significant improvement compared to the twelve defined strategies available previously.
Traders enter the key parameters of each strategy (exercise prices, contract month(s) and, for
volatility trades, details of the underlying contract) in line with their specific trading needs. Requested
strategies are then announced to the entire market via the Strategy Wizard**, making them avail-
able to all participants for the entry of orders or quotes.

Besides significantly extending the range of strategies available, the Strategy Wizard*™ introduces a
strategy order book for options — a significant improvement over the previous combination trading
functionality. The Strategy Wizard*" stores unexecuted buy or sell orders in the order book, where
they are available for execution by other participants.



This process holds numerous benefits — most importantly, by removing execution risk. For trades
executed via the Strategy Wizard™, the system automatically ensures that the individual strategy
components are traded in the correct ratio and quantity. The enhanced security of this process trans-
lates into more reliable executions for market participants, and fewer out-trades for brokers.

Compared to the OTC market, the enhanced transparency of the Strategy Wizard*" trading process
means that trading interests can be communicated to the entire Eurex market with a few clicks, signifi-
cantly improving visibility and hence increasing the probability of execution.
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Exchange for Physicals: Basis Trading on a Wider Range of Bonds

The new Exchange for Physicals (EFP) function covers a much broader range of eligible bonds. Any
standard debt security denominated in euros (for EFP trades against euro fixed income futures) or
Swiss francs (for EFPs against the CONF Futures) can now be used to create EFP trades. EFPs require a
high degree of price correlation between the future and the underlying asset, to ensure that the futures
contract serves as an appropriate hedge for the underlying. The extension of the range of eligible
securities for basis trading had been keenly awaited by many active players in the fixed income market.

The launch of the EFP function was accompanied by a lifting of maturity restrictions, which had pre-
scribed a certain maturity range for bonds eligible for basis trades. The enhanced choice of underlying
maturities allows for yield curve trades (trading a 10 year Euro-Bund Futures against a 5 year euro-
denominated bond, for example) to be executed using the EFP function. EFP trades may also incor-
porate bonds with maturities beyond 30.5 years.

The range of potential EFP applications is as varied as the underlying markets. The functional enhance-
ment has widened the scope for attractive basis trading opportunities; this is particularly true in
conjunction with the constantly growing liquidity at Eurex Bonds. At the same time, the closer link to
Eurex fixed income futures is expected to reduce the basis risk exposure when using these futures
contracts to hedge non-deliverable bonds.



Exchange for Swaps: Interest Rate Futures Against Interest Rate Swaps

Complementing the OTC EFP and Block Trade Entry facilities, the new Exchange for Swaps (EFS)
function has been developed to facilitate the use of fixed income futures as a hedge against plain-
vanilla interest rate swaps, where the two legs have a comparable sensitivity to interest rate changes.

Of course, fixed income futures have been used to manage risk exposure of swaps portfolios for
quite a long time — what is new about EFS is being able to directly link the entry of a futures trade to
a swap transaction. Essentially a micro-hedge facility, EFS permits to establish futures trades which
match the underlying transaction to be hedged, and to execute the hedge against the swap counter-
party (or its futures broker). This eliminates the need for so-called cross transactions, and the associ-
ated execution risk — and of course, the entry process is radically simplified.

Any plain-vanilla interest swap denominated in euros or Swiss francs is eligible for EFS — cross-currency
EFS entries, however, are currently not permitted.
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Cross-Margining of Positions in EUR and CHF

The focus of clearing enhancements in Release 7.0 is on providing the environment for the Global
Clearing Link (see the article on page 6). At the same time, Eurex Clearing continues to improve its
service to existing Clearing Members. A margin offset for margin requirements and margin surpluses
in different currencies (EUR and CHF) has been introduced. Known as cross-margining, this will
reduce the total margin requirement of Clearing Members operating in different currencies, further
improving the efficient use of capital.

In the event of a margin surplus in a currency that is not the Clearing Member's clearing currency,
a haircut factor is applied. This currency haircut — which reflects the exchange rate risk between the
currencies — reduces the value of the margin surplus. In turn, any margin shortfall in that currency
would be increased by the application of the haircut factor. The haircut factors are published by
Eurex Clearing AG, and adjusted from time to time in consideration of changes in volatility between
the currencies.



Increased Update Rate of Broadcast Streams Enhances Transparency

With Release 7.0, the quality of market data has been further improved. The broadcast streams used
to communicate market data to participants’ systems have been substantially enhanced by increasing
the update rate — including the order book depth information for highly liquid futures products, such
as the Euro-Bund Futures and the Dow Jones EURO STOXX®™ 50 Index Futures. With the update rate
increase, investors can react more quickly to market movements, making it even more attractive to
trade on Eurex.

For more detailed information on Release 7.0, please refer to www.eurexchange.com > Member
Section > Software Releases > Eurex 7.0. For more information concerning the Strategy Wizard*",
please contact Rex Jones, T +49-69-211-17806, e-mail: Rex.Jones@eurexchange.com.

For more information concerning the OTC Trading Functions, please contact Nadja Urban,

T +49-69-211-15105, e-mail: Nadja.Urban@eurexchange.com.

EQUITY DERIVATIVES

Trading in Italian Stock Options Even More Flexible
Due to Longer Lifetimes

With effect from November 22, 2004, Eurex has extended the lifetimes for options on six Italian
stocks from previously 24 to 60 months. Thus, all options on Italian stocks that are included in the
Dow Jones EURO STOXX*™ 50 Index have now a maximum lifetime of 60 months.

The change affects all options contracts on the shares of the following constituents:
® Assicurazioni Generali

® Enel

® San Paolo IMI

e Tim

® Telecom ltalia

e Unicredito Italiano

With the extension, the following contract months are now available for trading: the three nearest
calendar months, the three following quarterly months of the March, June, September and December
cycle thereafter, the four following semi-annual months of the June and December cycle thereafter,
and the two following annual months of the December cycle thereafter.

Also with effect from November 22, 2004, Eurex has adapted the trading hours in the Italian segment
to those prevailing for various other European equity options. Accordingly, trading in Italian stock
options now ceases ten minutes earlier and simultaneously with all other Eurozone equity options,

at 17:30 CET. Continuous trading (the pre-opening phase included) starts at 08:50 CET and ends at
17:30 CET.

For any further information, please feel free to contact Tobias Ehinger on T +49-69-211-147 84,
e-mail: Tobias.Ehinger@eurexchange.com.



EQUITY/EQUITY INDEX/EXCHANGE TRADED FUNDS® DERIVATIVES

Enhanced Transparency through Harmonized
Exercise Price Intervals

With effect from November 22, 2004, Eurex has harmonized the exercise price intervals for its range
of equity, EXTF and equity index options, respectively. This has rendered the intervals applicable to
the various product groups more transparent and, accordingly, easier to handle for market participants.

The standardization of exercise price intervals is a further step towards a harmonization of the product
parameters defined for the various European equity and index options contracts. Following the align-
ment, equity options on Dutch, Finnish, German, Swiss and US stocks, as well as TecDAX® and EXTF
options now have uniform exercise price intervals. Equity options on Italian and French stocks have
also been harmonized, making them easier to trade. The exercise price intervals of index options are
consistently defined according to contract months.

For any further information, please feel free to contact Dr. Weiwei Wang on T +49-69-211-17262,

e-mail: Weiwei.Wang@eurexchange.com.

EQUITY INDEX DERIVATIVES

Additional Derivatives on Dow Jones STOXX*™ 600 Sector Indexes

Eurex has further expanded its range of index derivatives: Since November 22, 2004, market
participants have been able to trade futures and options contracts on six additional Dow Jones
STOXX*™ 600 Sector Indexes.

With the new derivatives on the Automobiles & Parts, Chemicals, Construction & Materials, Personal
& Household Goods, Retail and Travel & Leisure sectors, futures and options on all 18 sectors of the
Dow Jones STOXX™ 600 and the Dow Jones STOXX*™™ are now available for trading at Eurex.

The contract specifications are in line with those of the various sector index derivatives already listed.

Also with effect from November 22, 2004, Eurex has reduced the minimum size applicable to OTC
Block Trades for all its sector index products. Where, previously, block trades were confined to a
transaction size of at least 1,000 contracts, market participants are now able to trade them with a
minimum of only 250 contracts. With the reduction, Eurex aims at stimulating further growth in
OTC sector derivatives.

In addition to the regular market-making for sector index options, several Designated Market Makers
also help boost liquidity in the futures contracts. Since the introduction of this scheme in May 2003,
bid/ask spreads in some of these futures have narrowed by as much as 90 percent. The spreads of
futures on the Banks and Insurance sectors have even narrowed to only 20 and 25 basis points,
respectively.



Designated Market Makers in Dow Jones EURO STOXX** 600 and Dow Jones STOXX*™ 600
Sector Index Futures:

BNP Paribas Arbitrage Christian Emmanuel Bonnet +33-1-5577-33 80
HypoVereinsbank Martin Velten +49-89-37818316
Société Générale Benjamin Clerget +33-1-4213-7036
Timber Hill* Alain Perregaux +41-41-726-5081

*Unfortunately, we made a mistake on page 5 of Xpand issue 72 (November 2004). Timber Hill is
not a Permanent Market Maker in Italian Stock Options.
In case of questions, please feel free to contact Daniel Koller on T +49-69-211-132 24,

e-mail: Daniel.Koller@eurexchange.com.

EUREX US

Over 100,000 Contracts Traded on Eurex US for the First Time

Liquidity on Eurex US is further increasing. Total trading volume in U.S. Treasury products set a new
record of 108,000 contracts on November 19, 2004, capping off the strongest trading week ever on
the exchange, with 356,000 contracts traded. The previous single-day record, set on October 27, 2004,
was 79,000 contracts. Trading volume in the 10-year U.S. Treasury Note also set a new record of
63,000 contracts (previous record: 47,000 contracts on August 31, 2004).

Changing the Industry — The Global Clearing Link

The Global Clearing Link went live on October 27, 2004. As the first transatlantic clearing solution,
the ground-breaking cooperation has set new benchmarks in trading, clearing and risk management.

The Global Clearing Link offers a unique solution for global markets, enabling market participants
worldwide to easily access a wide range of benchmark products and uniting the liquidity pools of the
world's most actively traded derivatives. This creates enhanced member opportunities and allows con-
tinuous efficiency for fair and transparent markets. For the first time, customers will be able to levera-
ge their existing infrastructures to access both U.S. and EU products.

The entire industry will benefit from the enhanced opportunities:

Trading Benefits

e Lower entry barriers for customers to obtain access to Eurex and Eurex US due to a choice of
clearing through Eurex Clearing AG or The Clearing Corporation

@ Increased market efficiency through better hedging opportunities



e Transatlantic fungibility of EU benchmark products
® Pooling open interest of EU benchmark products

Operational Benefits
® Leveraging existing clearing relationships to access a transatlantic marketplace
e Cost savings through streamlined and consolidated processes

Risk Management Benefits
e Common guarantee pool reduces total capital contribution
e Cross-margining opportunities between U.S. and EU products or product groups

Phase I: The EU Link

With the launch of Phase I, for the first time, market participants based in the U.S. have the oppor-
tunity to clear European products traded at Eurex. Through the agreement between The Clearing
Corporation and Eurex Clearing AG, all participants of The Clearing Corporation may clear specific
EU products’ traded at Eurex in the U.S., via their existing clearing relationship. The clearing partici-
pants taking part in the EU Link benefit from portfolio margining and a single collateral pool, as
positions in U.S. and EU products will be considered in an overall risk calculation. The opportunity
to clear specific EU products in the U.S. lowers the entry barriers for additional Eurex members in
the U.S., which will generate additional liquidity on Eurex. They can thus benefit from transatlantic
trading, in a legal and regulatory environment they are familiar with.

The entire clearing process, including the Variation Margin calculation and the physical delivery cycle,
will follow the tried-and-tested standards of Eurex Clearing AG. The Clearing Corporation will per-

form the initial margin calculation and collateral management using SPAN®2 methodology.

The following products are available for clearing in the U.S.:

Interest Rate Derivatives

® Euro-Schatz Futures and Options on the Euro-Schatz Futures
® Euro-Bobl Futures and Options on the Euro-Bobl Futures
® Euro-Bund Futures and Options on the Euro-Bund Futures
® Euro-Buxl|® Futures

e One-Month EONIA Futures

® Three-Month EURIBOR Futures

® Option on the Three-Month EURIBOR Futures

Equity Index Derivatives

e Dow Jones EURO STOXX*™™ 50 Futures

e Dow Jones STOXX™ 50 Futures

o DAX® Futures

e Dow Jones EURO STOXX*™ Banks Futures

e Dow Jones STOXX*™ 600 Banks Futures

e Dow Jones Global Titans 50°" Futures

For any further information, please feel free to contact Gabriele Ristau on T +49-69-211-157 41,
e-mail: Gabriele.Ristau@eurexchange.com. A more detailed overview is available on the Eurex web-
site: www.eurexchange.com > Clearing & Settlement > Global Clearing Link.

1 EU products permitted to be traded on Eurex trading terminals in the U.S. pursuant to CFTC staff no-action letter.
2 SPAN® is a registered trademark of Chicago Mercantile Exchange Inc., used herein under license. Chicago Mercantile Exchange
Inc. assumes no liability in connection with the use of SPAN® by any person or entity.



EUREX BONDS

Range of Tradable Bonds Extended to Include
European Issuers Since November 15, 2004

Eurex Bonds, the international OTC bond trading platform, is expanding its product range in a
number of stages, now offering bonds from non-German issuers as well as corporate issues for
the first time.

The first stage saw the introduction of a total of 43 new bonds — European Investment Bank issues,
plus European asset-covered bonds from Spain, France, the United Kingdom and Ireland — on
November 15, 2004. In addition, Eurex Bonds plans to admit a series of selected corporate bonds
before the end of the year. A further stage should see the addition of Austrian, Belgian, Dutch and
Spanish government bonds in the first quarter of 2005, with more bonds issued by other European
states to be admitted to the trading platform over the course of the year.

The expansion of the product range has become feasible thanks to a new link between Eurex
Clearing AG, the central counterparty to all transactions concluded on Eurex Bonds, and Clearstream
Banking Luxembourg. In place since the end of October, the new clearing link allows for the efficient
settlement of bonds held in international depositories.

Eurex Bonds already has a total of 31 active participants, among them the German Finance Agency
and Deutsche Bundesbank, the German central bank. Further international participants are currently
in the process of getting connected.

For a complete list of bonds tradable on Eurex Bonds, please refer to the Eurex Bonds website at
www.eurex-bonds.com. In case of questions, please feel free to contact Ingo Deisenroth on
T +49-69-211-156 21, e-mail: Ingo.Deisenroth@eurexchange.com.

EUREX SERVICES

New Eurex Exchange Council Elected

Elections to the Exchange Council for Eurex Deutschland were held on November 11, 2004.
Around 400 companies from 18 different countries, admitted to trading on the exchange, elect the
Exchange Council for a period of three years.

The following members were newly appointed: Ms. Dagmar Kollmann (General Manager, Morgan
Stanley Wertpapiere GmbH), Mr. Gottfried Korzuch (Member of the Executive Board, CKB CK tr@ding
Bank AG), Mr. Jan-Dirk Luders (General Manager, CMT Capital Markets Trading GmbH), Mr. Stefan
Milheim (Member of the Executive Board, Citigroup Global Markets Deutschland AG & Co. KGaA),
and Mr. Andreas Preuss (Chief Operating Officer, Mako Global Derivatives Partnership LLP). A further
15 company representatives were re-elected to the Exchange Council, which is the controlling and
supervisory body of Eurex Deutschland.



All together the following nominees were elected to the Exchange Council of Eurex Deutschland:

Birkert, Rolf, Member of the Executive Board, Birkert & Fleckenstein Wertpapierhandelshaus AG

Dr. Brauer, Norbert E., Member of the Executive Board, Landesbank Hessen-Thiiringen Girozentrale, Frankfurt/Main
Dr. Coym, Peter, Member of the Executive Board, Lehman Brothers Bankhaus AG

Gass, Gustav, General Manager, Gass Capital Markets GmbH

Goehtz, Hans Joachim, General Manager, Garban Intercapital Securities Deutschland GmbH

Hagen, Paul, Owner and Managing Director, HSBC Trinkaus & Burkhardt KGaA, Dusseldorf

Hilgert, Heinz, Member of the Executive Board, DZ BANK Deutsche Zentral-Genossenschaftsbank AG
Hofinger, Matthias, General Manager, MH Trading Wertpapierhandelsgesellschaft mbH

Dr. Jentzsch, Stefan, Member of the Executive Board, Bayerische Hypo- und Vereinsbank AG

Jung, Karl Ralf, Member of the Executive Board, Dresdner Bank AG

Kollmann, Dagmar, General Manager, Morgan Stanley Wertpapiere GmbH

Korzuch, Gottfried, Member of the Executive Board, CKB CK tr@ding Bank AG

Lamberti, Hermann-Josef, Member of the Executive Board, Deutsche Bank AG

Liiders, Jan-Dirk, General Manager, CMT Capital Markets Trading GmbH

Marschall, Horst, Member of the Executive Board, Baden-W(rttembergische Bank AG

von Metzler, Friedrich, Partner of the Bank, Bankhaus B. Metzler seel. Sohn & Co. KGaA

Miilheim, Stefan, Member of the Executive Board, Citigroup Global Markets Deutschland AG & Co.KGaA
Preuss, Andreas, Chief Operating Officer, Mako Global Derivatives Partnership LLP

Schaffer, Christian, General Manager, First Futures GmbH

Weber, Axel, Chief Executive Officer, DekaBank Deutsche Girozentrale, Frankfurt/Main

For further details on the election of the Exchange Council, please refer to our website, at
www.eurexchange.com > About Eurex > Exchange Council Election.

EVENTS

Events and Conferences December/January

Location Date
1AM 2004 Dusseldorf December 01
Hedge Funds World Japan 2004 i Hotel Four Seasons, Tokyo i December 01-03
IMN Fixed Income Summit Ritz Carlton, Palm Beach, Florida December 01-03
Opal Financial Group Alternative Investing Summit Ritz Carlton, Laguna Niguel, California December 05-07
IMN Superbowl of Indexing The Arizona Biltmore Resort & Spa, December 05-08
Phoenix
Wealth Management Forum Hotel President Wilson, Geneva December 07-08
Gaim USA 2005, The Global Alternative Boca Raton Resort, Florida January 18-20
Investment Management g g
NEW MEMBERS
New Eurex Members October
Name Clearing Type Country
Amsterdam Brokers B.V. NCM Netherlands
Derivatives Traders Amsterdam B.V. NCM Netherlands
InverCaixa Valores S.V., S.A. NCM Spain
Total Number of Eurex Participants: 408




TRAINING

Trainingscenter Derivatives Market December/January

Course December January
Special Courses Preparatory Course for Eurex Trader Examination 08 London 10 London
09 Paris 13 Paris
20-21 Chicago
i Preparatory Course for Eurex Partial Exam : 08 London
g : 09 Paris
System Training Courses Eurex — System Training Trading 21 London
Eurex — System Training Clearing 20 London
Eurex — System Training Security 10 London
Eurex — Technical Training 02 London
Examinations / Tests Eurex Trader Examination 06 Chicago 04 Chicago
13 Helsinki 17 London
14 London 24 Paris
20 Paris 28 Amsterdam
Eurex Partial Exam 06 Chicago 04 Chicago
13 Helsinki 18 London
14 London 25 Paris
: :21 Paris 28 Amsterdam
¢ Eurex Clearer Test 06 Chicago 04 Chicago
13 Helsinki 18 London
15 London 25 Paris
: :21 Paris : 28 Amsterdam

The Exchange's Learning Portal trainingscenter.deutsche-boerse.com gives you one-stop access to all Eurex training
sessions and exams,
T+49-69-211-13767, F +49-69-211-137 63, e-mail: trainingscenter@eurexchange.com.

For Repo Training, please contact Eurex Repo Training, Selnaustrasse 30, 8021 Zurich, T +41-58-854-24 24, www.eurexrepo.com.

Your feedback is important to us.
Do you have feedback about our newsletter? Please send an e-mail to:
Xpand.feedback@eurexchange.com
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