Trading – Interest Rate Derivatives
Trading – Equity and Index Derivatives
Back-office – Futures

Back-office - Options
Technology
Regulation

CIRCULAR 029-18
February 20, 2018

SELF-CERTIFICATION
AMENDMENTS TO ARTICLE 6381 OF THE RULES OF BOURSE DE MONTRÉAL INC.
REGULATORY MATTER FORMERLY KNOWN AS
AMENDMENTS TO THE PROCEDURES FOR THE CANCELLATION OR
ADJUSTMENT OF TRADES OF BOURSE DE MONTREAL INC.

The Rules and Policies Committee of Bourse de Montréal Inc. (the “Bourse”) has
approved amendments to the Procedures for the cancellation or adjustment of trades (the
“Procedures”). On January 17, 2018, after market close, the Procedures have been
incorporated into Article 6381 of the Rules of the Bourse.
These amendments will impact the No Review Range of Canadian Share Futures
contracts. These amendments, as attached, were self-certified in accordance with the
self-certification process as established in the Derivatives Act (CQLR, Chapter I-14.01).
The revised version of Article 6381, as attached, will become effective on February 23,
2018, after market close. Please note that the revised version of Article 6380c will also be
available on the Bourse’s website (https://www.m-x.ca/accueil_en.php).
The rule changes described in the present circular were published for public comment by
the Bourse on November 14, 2017 (see Circular 161-17).
For additional information, please contact Alexandre Normandeau, legal counsel, by
telephone at (514) 787-6623 or by email at alexandre.normandeau@tmx.com.

Alexandre Normandeau
Legal Counsel

Tour de la Bourse
P.O. Box 61, 800 Victoria Square, Montréal, Québec H4Z 1A9
Telephone: 514 871-2424
Toll-free within Canada and the U.S.A.: 1 800 361-5353
Website: www.m-x.ca

Compared version

6381

Trade Cancellations and or Price Adjustments of Trades
(25.09.00, 24.09.01, 29.10.01, 24.04.09, 17.01.18, 00.00.00)
a)

General. The Bourse may adjust trade prices or cancel trades when such action is necessary
to mitigate market disrupting events caused by the improper or erroneous use of the trading
system. Notwithstanding any other provision of this article, the Bourse may adjust trade
prices or cancel any trade executed through the trading system if the Bourse determines in
its sole discretion that allowing the trade to stand as executed may have a material, adverse
effect on the integrity of the market or the market’s orderly operation. The decision of the
Bourse in such matters shall be final.

b)

Review of Trades, Requests for Review. The Bourse may review a trade or trades based
upon its analysis of market conditions, including but not limited to market volatility, prices
in related markets, or in response to a request for review of a specific trade by an Approved
Participant. An Approved Participant must request review of a trade by calling the Market
Operations Department of the Bourse at 514 871-7871 or 1-888-693-6366 within 15 minutes
of execution; provided however, the Bourse, in its sole discretion, may extend the period in
which an Approved Participant may request review of a trade up to one hour following
execution in extraordinary circumstances.

c)

Notice to the Parties to the Transaction. Where the Bourse on its own analysis determines
to review a trade or trades for adjustment or cancellation, or where an Approved Participant
has requested review of a specific trade and that trade is outside of the No Review Range
provided under paragraph g) of this article, the Bourse will notify the parties to the trade that
the trade or trades are under review by the Bourse.

d)

Price Adjustments and Cancellations Procedures. Upon making a determination to
review a trade, the Bourse shall (1) determine, in its sole discretion, the acceptable marker
price, and (2) apply the increments provided under paragraph g) in order to determine the
limits of the No Review Range.
i) Trade Price Inside the No-Review Range. If the Bourse determines that the
trade price is inside the No Review Range, the Bourse will notify the two
Approved Participant counterparties to the trade that the trade shall stand as
executed; provided however, the Bourse may cancel such a trade within 15
minutes of the trade’s execution and within the trading session during which
the trade was executed (early, regular or extended), if both Approved
Participant counterparties to the trade voluntarily consent to cancellation of the
trade.
ii) Trade Price Outside the No Review Range. If the Bourse determines that
the trade price is outside of the No-Review Range, the Bourse, after
endeavoring to contact the Approved Participant counterparties, shall adjust
the price to the limit of the No Review Range. The policy of the Bourse is to
favor price adjustment as a remedy over trade cancellation and to adjust trades
in order to minimize the impact for all market participants involved in the
erroneous trades and particularly those who had a regular order in the order

book. However, the Bourse, in its discretion, may cancel a trade rather than
adjust the price if:
A) Both parties to the trade can be contacted within a reasonable delay and
agree to the cancellation of the trade; and
B)

Neither party to the trade is either an Approved Participant or the
registered holder of a SAM ID.

iii) Implied Orders, Implied Strategy Orders.
A) An order generated by the implied pricing algorithm (using regular
orders) and registered in the order book by the electronic trading system
will be considered by the Bourse as though it were a regular order entered
into the trading system by an Approved Participant.
B)

An implied or regular strategy trade is considered by the Bourse, as being
composed of two regular orders, one for each leg of the strategy trade. If
the erroneous trade involves a linked implied order(s) and is priced
outside the No Review Range, the initiator of the original error trade will
be responsible for the trade resulting from the linked implied order(s).

C)

The adjustment relating to an erroneous strategy trade will equal at least
the increment between the No Review Range and the traded price on one
of the individual legs, and no more than the sum of each individual legs’
increments.

iv) Stop Orders. Trades that have occurred as a result of “stop orders” in the
Trading System being triggered by an erroneous trade are also subject to
cancellation by the Bourse acting in its sole discretion. The determination of
the Bourse shall be final.
e)

Decision of the Bourse. The Bourse shall endeavor to determine to adjust or cancel a trade
within 30 minutes following a request to review the trade, or, as applicable, notice to the
market that a trade or trades were being reviewed.
i) If the decision is to cancel the trade, the Bourse will remove the transaction as
an executed trade from the records of the Bourse.
ii) Upon cancelation of a trade, the parties, if they choose, may reenter new orders
into the trading system.

f)

If the Bourse determines that a trade should not be adjusted or cancelled, the parties to the
trade shall not themselves decide to cancel it by making a position transfer through the
Canadian Derivatives Clearing Corporation.

g)

No Review Range. The Bourse will determine the limits of the No Review Range by
determining what was the acceptable market price for the derivative instrument before the
trade under review occurred based upon all relevant information, including the last trade
price, a better bid or offer, a more recent price for a related derivative instrument (for
example a different expiry month) and the prices of similar derivative instruments trading

on other markets Once the acceptable market price is established, the Bourse applies the
following increments to determine the limits of the No Review Range.
DERIVATIVE INSTRUMENT
Three-Month Canadian Banker’s Acceptance
Futures – BAX (all quarterly and serial months)

INCREMENT
5 basis points

Three-Month Canadian Banker’s Acceptance
Futures – BAX Strategies:
- Regular strategy orders

5 basis points

- Implied strategy orders

Sum of the strategy’s individual legs’
increments.

Options on Three-Month Canadian Banker’s
Acceptance Futures

5 basis points

Two-Year Government of Canada Bond Futures
(CGZ)

20 basis points

- Regular strategy orders

20 basis points

- Implied Strategy orders

Sum of strategy’s individual legs’ increments

Five-Year Government of Canada Bond Futures
(CGF)

20 basis points

- Regular strategy orders

20 basis points

- Implied Strategy orders

Sum of strategy’s individual legs’ increments

Ten-Year Government of Canada Bond Futures
(CGB)

40 basis points

- Regular strategy orders

20 basis points

30-Year Government of Canada Bond Futures
(LGB)

40 basis points

- Regular strategy orders

40 basis points

- Implied Strategy orders

Sum of strategy’s individual legs’ increments

Options on Government of Canada Bond Futures

40 basis points

Futures Contracts on S&P/TSX Indices and on the
FTSE Emerging Markets Index

1% of the acceptable market price of these futures
contracts

- Regular strategy orders

5% of the increments for the outright month

30-Day Overnight Repo Rate Futures

5 basis points

Regular strategy orders

5 basis points

Overnight Index Swap Futures

5 basis points

Overnight Index Swap Futures – OIS Strategies:

5 basis points

- Regular strategy orders

Sum of the strategy’s individual legs’ increments.

- Implied strategy orders
Futures and Options on Futures Inter-Group
Strategies:

Sum of strategy’s individual legs’ increments

- Regular strategy orders
- Implied Strategy orders
Equity, Currency, ETF and Index Options
Price ranges:
Below $2.00
$2.00 to $5.00
Above $5.00 to $10.00
Above $10.00 to $20.00
Above $20.00 to $50.00
Above $50.00 to $100.00
Above $100.00
Equity, Currency, ETF and Index Options

$0.25
$0.40
$0.50
$0.80
$1.00
$1.50
$2.00
Sum of the
increments

strategy’s

individual

legs’

Strategies:
- Regular strategy orders
- Implied strategy orders

Sponsored Options
Price ranges:

$0.001 to $0.99

$0.25

$1.00 and up

$0.50

Canadian Share Futures Contracts
Regular and extended sessions:

1. 0.50$, if the acceptable market price
of these futures contracts is less than 25$;
2. 1.00$, if the acceptable market price of these
futures contracts is equal to or higher than
25$ but less than 100$;
3. 1% of the acceptable market price of these
futures contracts if the acceptable market

price of these futures contracts is equal to
or higher than 100$.
Early session:
5% of the acceptable market price of these futures
contracts
Canadian Share Futures Contracts
- Regular strategy orders

Futures Contracts on Canadian Crude Oil

1. 0.12$, if the acceptable market price
of these futures contracts is less than 25$;
2. 0.25$, if the acceptable market price of these
futures contracts is equal to or higher than
25$ but less than 100$;
3. 0.25% of the acceptable market price of
these futures contracts if the acceptable
market price of these futures contracts is
equal to or higher than 100$.
5% of the acceptable market price of these futures
contracts.

Clean version
6381

Trade Cancellations and or Price Adjustments of Trades
(25.09.00, 24.09.01, 29.10.01, 24.04.09, 17.01.18, 00.00.00)
h)

General. The Bourse may adjust trade prices or cancel trades when such action is necessary
to mitigate market disrupting events caused by the improper or erroneous use of the trading
system. Notwithstanding any other provision of this article, the Bourse may adjust trade
prices or cancel any trade executed through the trading system if the Bourse determines in
its sole discretion that allowing the trade to stand as executed may have a material, adverse
effect on the integrity of the market or the market’s orderly operation. The decision of the
Bourse in such matters shall be final.

i)

Review of Trades, Requests for Review. The Bourse may review a trade or trades based
upon its analysis of market conditions, including but not limited to market volatility, prices
in related markets, or in response to a request for review of a specific trade by an Approved
Participant. An Approved Participant must request review of a trade by calling the Market
Operations Department of the Bourse at 514 871-7871 or 1-888-693-6366 within 15 minutes
of execution; provided however, the Bourse, in its sole discretion, may extend the period in
which an Approved Participant may request review of a trade up to one hour following
execution in extraordinary circumstances.

j)

Notice to the Parties to the Transaction. Where the Bourse on its own analysis determines
to review a trade or trades for adjustment or cancellation, or where an Approved Participant
has requested review of a specific trade and that trade is outside of the No Review Range
provided under paragraph g) of this article, the Bourse will notify the parties to the trade that
the trade or trades are under review by the Bourse.

k)

Price Adjustments and Cancellations Procedures. Upon making a determination to
review a trade, the Bourse shall (1) determine, in its sole discretion, the acceptable marker
price, and (2) apply the increments provided under paragraph g) in order to determine the
limits of the No Review Range.
v) Trade Price Inside the No-Review Range. If the Bourse determines that the
trade price is inside the No Review Range, the Bourse will notify the two
Approved Participant counterparties to the trade that the trade shall stand as
executed; provided however, the Bourse may cancel such a trade within 15
minutes of the trade’s execution and within the trading session during which
the trade was executed (early, regular or extended), if both Approved
Participant counterparties to the trade voluntarily consent to cancellation of the
trade.
vi) Trade Price Outside the No Review Range. If the Bourse determines that
the trade price is outside of the No-Review Range, the Bourse, after
endeavoring to contact the Approved Participant counterparties, shall adjust
the price to the limit of the No Review Range. The policy of the Bourse is to
favor price adjustment as a remedy over trade cancellation and to adjust trades
in order to minimize the impact for all market participants involved in the
erroneous trades and particularly those who had a regular order in the order
book. However, the Bourse, in its discretion, may cancel a trade rather than
adjust the price if:

C)

Both parties to the trade can be contacted within a reasonable delay and
agree to the cancellation of the trade; and

D) Neither party to the trade is either an Approved Participant or the
registered holder of a SAM ID.
vii) Implied Orders, Implied Strategy Orders.
D) An order generated by the implied pricing algorithm (using regular
orders) and registered in the order book by the electronic trading system
will be considered by the Bourse as though it were a regular order entered
into the trading system by an Approved Participant.
E)

An implied or regular strategy trade is considered by the Bourse, as being
composed of two regular orders, one for each leg of the strategy trade. If
the erroneous trade involves a linked implied order(s) and is priced
outside the No Review Range, the initiator of the original error trade will
be responsible for the trade resulting from the linked implied order(s).

F)

The adjustment relating to an erroneous strategy trade will equal at least
the increment between the No Review Range and the traded price on one
of the individual legs, and no more than the sum of each individual legs’
increments.

viii) Stop Orders. Trades that have occurred as a result of “stop orders” in the
Trading System being triggered by an erroneous trade are also subject to
cancellation by the Bourse acting in its sole discretion. The determination of
the Bourse shall be final.
l)

Decision of the Bourse. The Bourse shall endeavor to determine to adjust or cancel a trade
within 30 minutes following a request to review the trade, or, as applicable, notice to the
market that a trade or trades were being reviewed.
iii) If the decision is to cancel the trade, the Bourse will remove the transaction as
an executed trade from the records of the Bourse.
iv) Upon cancelation of a trade, the parties, if they choose, may reenter new orders
into the trading system.

m) If the Bourse determines that a trade should not be adjusted or cancelled, the parties to the
trade shall not themselves decide to cancel it by making a position transfer through the
Canadian Derivatives Clearing Corporation.
n)

No Review Range. The Bourse will determine the limits of the No Review Range by
determining what was the acceptable market price for the derivative instrument before the
trade under review occurred based upon all relevant information, including the last trade
price, a better bid or offer, a more recent price for a related derivative instrument (for
example a different expiry month) and the prices of similar derivative instruments trading
on other markets Once the acceptable market price is established, the Bourse applies the
following increments to determine the limits of the No Review Range.

DERIVATIVE INSTRUMENT
Three-Month Canadian Banker’s Acceptance
Futures – BAX (all quarterly and serial months)

INCREMENT
5 basis points

Three-Month Canadian Banker’s Acceptance
Futures – BAX Strategies:
- Regular strategy orders

5 basis points

- Implied strategy orders

Sum of the strategy’s individual legs’
increments.

Options on Three-Month Canadian Banker’s
Acceptance Futures

5 basis points

Two-Year Government of Canada Bond Futures
(CGZ)

20 basis points

- Regular strategy orders

20 basis points

- Implied Strategy orders

Sum of strategy’s individual legs’ increments

Five-Year Government of Canada Bond Futures
(CGF)

20 basis points

- Regular strategy orders

20 basis points

- Implied Strategy orders

Sum of strategy’s individual legs’ increments

Ten-Year Government of Canada Bond Futures
(CGB)

40 basis points

- Regular strategy orders

20 basis points

30-Year Government of Canada Bond Futures
(LGB)

40 basis points

- Regular strategy orders

40 basis points

- Implied Strategy orders

Sum of strategy’s individual legs’ increments

Options on Government of Canada Bond Futures

40 basis points

Futures Contracts on S&P/TSX Indices and on the
FTSE Emerging Markets Index

1% of the acceptable market price of these futures
contracts

- Regular strategy orders

5% of the increments for the outright month

30-Day Overnight Repo Rate Futures

5 basis points

Regular strategy orders

5 basis points

Overnight Index Swap Futures

5 basis points

Overnight Index Swap Futures – OIS Strategies:

5 basis points

- Regular strategy orders

Sum of the strategy’s individual legs’ increments.

- Implied strategy orders
Futures and Options on Futures Inter-Group
Strategies:

Sum of strategy’s individual legs’ increments

- Regular strategy orders
- Implied Strategy orders
Equity, Currency, ETF and Index Options
Price ranges:
Below $2.00
$2.00 to $5.00
Above $5.00 to $10.00
Above $10.00 to $20.00
Above $20.00 to $50.00
Above $50.00 to $100.00
Above $100.00
Equity, Currency, ETF and Index Options

$0.25
$0.40
$0.50
$0.80
$1.00
$1.50
$2.00
Sum of the
increments

strategy’s

individual

legs’

Strategies:
- Regular strategy orders
- Implied strategy orders

Sponsored Options
Price ranges:

$0.001 to $0.99
$1.00 and up

Canadian Share Futures Contracts

$0.25
$0.50
1. 0.50$, if the acceptable market price
of these futures contracts is less than 25$;
2. 1.00$, if the acceptable market price of these
futures contracts is equal to or higher than
25$ but less than 100$;
3. 1% of the acceptable market price of these
futures contracts if the acceptable market
price of these futures contracts is equal to
or higher than 100$.

Canadian Share Futures Contracts
- Regular strategy orders

Futures Contracts on Canadian Crude Oil

1. 0.12$, if the acceptable market price
of these futures contracts is less than 25$;
2. 0.25$, if the acceptable market price of these
futures contracts is equal to or higher than
25$ but less than 100$;
3. 0.25% of the acceptable market price of
these futures contracts if the acceptable
market price of these futures contracts is
equal to or higher than 100$.
5% of the acceptable market price of these futures
contracts.

