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Onecmcago x UNDERSTANDING SINGLE STOCK FUTURES FRADING STRATEGIES

Leverage with SSFs!

100000 Leverage provides traders an important benefit when trading S5Fs

The concept of leverage is important to understand. Leverage is made
possible through the use of margin, With S5Fs the trader can use
leverage to control a larger portfolio than is possible with stocks. The
trader should understand that leverage can work either for or against the
trader, accelerating profits as well as losses. Additionally, the cost of
carry interest is built into the price.
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OneChicago Calculator cuce 1o

Evaluate the benefits of SSFs vs. margin trading OneChicago Calculalor

e The OneChicago calculator allows the investor to make a
comparative analysis between the advantages of using Single
Stock Futures versus the underlying equity.

e When using the calculator you can set your own criteria.

eChoose a stock along with the expiration date, number of
shares, percent you will finance the trade at as well as long and
short interest rates. What this then does is calculate the price
you pay if you were buying the stock to the price of buying the
single stock future.

eBy placing your mouse over the areas of the calculator you are
able to expand the details of your results and understand how
the numbers were derived.
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SSF Price Typically SSF Pricing

Tracks the Price of The et ot = e e the e o ih
- e price of a S5F typically tracks the price of the
the Ll_nderlylng underlying security nearly tick for tick, so trading
Secu rlty strategies followed in the stock market are generally
SSF Price transferable to the SSF market.
S5Fs and ETF futures are priced by the market in
accordance with a theoretical pricing model that
considers the price of the underlying stock plus the
interest rate cost of carry and minus the dividend.

\ Underlying

Stock Price

TIME

S5F Pricing:
SSF Price = [Underlying stock price X ((annualized interest rate / 365) X days to expiration) - Dividends due before expiration]*

*Approximets Theoretical Pricing Model
PREVIOUS NEXT
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As the technology
segment underperforms

the market, the investor
can use SSF to
protect themselves.

UNDERSTANDING SINGLE STOCK FUTURE TREADING STRATEGIES

Fine Tuning Market Exposure

SSFs can be used to fine tune a traders market exposure,

For instance, lets assume that a trader is long an index fund that tracks a
portfolio of stocks, such as the Dow lones Industrial Average. If the
trader believes that the technology sector will under perform the Dow,
the trader could use S5Fs to short Dow components IBM, Microsoft and
Intel, for instance, while remaining long the Dow ETF. This strategy could
enhance the traders profits if the technology sector under performs the
Dow, or if the market moves lower this strategy could provide additional
portfolio protection. Appropriate OneChicago S5Fs can be sold to create
the desired portfolio weighting for the sector. Given a margin
reguirement of 20% for SSFs, this fine-tuning can be achieved in a
capital efficient manner without reguiring the investor to liquidate
holdings in the index fund.
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DIA ETF = $124.15
DIA March SSF $124.15 =

DIAMOND (DIA) ETF $12,415.00
COMPONENTS
CLOSING STOCK PRICE

MMM  HPQ
AA HD Weighted IJNJ $63.20
AXP  INTC percentages of $521.43=8.25shares
AIG  IBM DIA ETF
T INJ 4.200% * $12,415.00=
BAC  JPM $521.43

o
BA MCD JNJ 4.200% MRK $47.00
CAT MRK
CVX  MSFT MRK 3.110% $386.11=8.215 shares
c PFE PFE 1.476% 3.110% * $12,415.00 =
Ko Pe $386.11
DD UTX
XOM  VZ PFE $22.45
GE  WMT $183.24=8.162 shares
GM DIS

1.47% * $12,415.00 = 183.24
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SSF
PRICING

Long Merck (Green)
Short Johnson and Johnson (Blue)
Position Profit / Loss

Drug Index (Black)

NDING SINGLE STOCK FUTURE TREADING STRATEGIES

Pairs Trading

S55Fs are ideal for pairs trading due to the cost efficient
margin requirements and the ability of the trader to
quickly sell on a down tick at their desired price,

In pairs trading, one firm within an industry is bought,
establishing a long position, and a competitor is
simultaneously sold, establishing a short position. This
provides an investor with exposure to the relative
performance of the two companies with limited exposure
to broader market and sector performance. SSFs are
ideal in this type of trade because the instantaneous
buying and selling of the trading pair is impartant,
Because S5Fs can be easily sold without the
cumbersome and time consuming stock loan process,
the trader can establish their short leg of the pairs trade
without the need to wait for an up tick. Further, when
irs trading with S5Fs the trader can use leverage to
control a portfolio considerably larger than when trading
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For more information click the link below:

Security futures trading involves the risk of loss, including the
possibility of loss greater than your initial investment. Security futures
may not be suitable for all investors. Consult your broker or financial
advisor before trading.

All investors will be required to review risk disclosure materials and
meet suitability requirements established by their brokers.

You should carefully review all disclosure statements and ensure you
understand the risks of trading security futures.
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©2008 OneChicago LLC. All rights reserved

The information in this presentation has been compiled by OneChicago, LLC (OneChicago) for general information purposes only.
Although every attempt has been made to ensure the accuracy of the information, OneChicago assumes no responsibility for any
errors or omissions. Examples herein are hypothetical situations used for explanation purposes only and should not be considered
investment advice. All matters pertaining to rules and specification herein are made subject to and are superceded by the official
OneChicago rules.

The Exchange for Single Stock Futuress™ is a service mark of OneChicago. CME Group™ is registered trademark of CME Group,
Inc.®. CBOE® and The Chicago Board Options Exchange® are registered trademarks of The Chicago Board Options Exchange,
Incorporated. Other names, logos, designs, titles, words or phrases may constitute trademarks, service marks or trade names of
OneChicago or other entities and which may be registered in certain jurisdictions

“Dow Jones, “"The Dow, “"Dow Jones Industrial Average”, “"Dow Jones Industrials”, "DJIA” and "DIAMONDS"” are service marks of Dow
Jones & Company, Inc. and have been licensed for use for certain purposes by OneChicago. OneChicago’s DIAMONDS futures are
not sponsored, endorsed, sold or promoted by Dow Jones, and Dow Jones makes no representation regarding the advisability of
investing in such products.

PowerShares QQQ® is not sponsored, endorsed, sold or promoted by either PowerShares Capital Management LLC, The Nasdaq
Stock Market Inc. or the PowerShares QQQ Trust, Series 1 (together “"ETF Related Parties”). ETF Related Parties make no
representation or warranty, express or implied, to the owners of the PowerShares QQQ® or any member of the public regarding the
advisability of trading in the Contract(s). ETF Related Parties only relationship to OneChicago is the licensing of certain trademarks
and trade names of PowerShares and Nasdaq respectively. The ETF Related Parties are not responsible for and have not participated
in the determination of the timing of, prices at, or quantities of the PowerShares QQQ® to be listed and have no obligation or
liability in connection with the administration, marketing or trading of the PowerShares QQQ®. The PowerShares QQQ® have not
been passed on by the ETF Related Parties as to their legality or suitability. The PowerShares QQQ® are not issued, endorsed, sold,
or promoted by the ETF Related Parties. The ETF Related Parties make no warranties and bear no liability with respect to the
contract(s).”

“Russell 2000® is a trademark and service mark of the Frank Russell Company."

"SPDR® S&P 500® ETF®”, are trademarks of The McGraw-Hill Companies, Inc. and State Street Global Markets, LLC.
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