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Sebi tweaks exercise mechanism of
options on commodity futures

Under mechanism, Sebi said All In the Money option contracts will be exercised automatically, unless 'contrary
instruction' has been given by long position holders of such contracts for not doing so
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Capital markets regulator Sebi on Monday tweaked the "exercise
mechanism" of option contracts on commodity futures.

The decision has been taken based on feedback received from
stock exchanges and the recommendations of Commodity
Derivatives Advisory Committee of Sebi.

In a circular, Sebi said the prescribed mechanism will be adopted

by exchanges for exercise of the options contracts on expiry.
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Under the mechanism, Sebi said All In the Money (ITM) option
contracts will be exercised automatically, unless 'contrary
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instruction' has been given by long position holders of such
contracts for not doing so.

Besides, All Out of the Money (OTM) option contracts shall expire

'Leveraged trades can worthless, it added.
become a worrying factor
for the markets' All exercised contracts within an option series shall be assigned to

Sebi tweaks client level short positions in that series in a fair and non-preferential manner,

position limits for currency the regulator said.
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InJune 2017, the regulator permitted commodity derivatives
exchanges to introduce trading in options on commodity futures

ﬁeﬂﬂ and stipulated guidelines with regard to the product design and
risk management framework to be adopted for trading in options
_m on commodity futures.
‘"‘ (Only the headline and picture of this report may have been reworked
T, by the Business Standard staff; the rest of the content is auto-
m generated from a syndicated feed.)

Read our full coverage on Sebi
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