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July 5, 2018

VIA ELECTRONIC PORTAL

Mr. Christopher J. Kirkpatrick

Office of the Secretariat

Commodity Futures Trading Commission
Three Lafayette Centre

1155 21st Street, N.W.

Washington, DC 20581

Re: CFTC Regulation 40.2(a) Certification. Notification Regarding Increase of Position
Limits of Four (4) European and Asia Propane and Butane Futures Contracts and
Related Aggregation Position Limits Amendments.

NYMEX Submission No. 18-226

Dear Mr. Kirkpatrick:

New York Mercantile Exchange, Inc. (“NYMEX” or “Exchange”) is notifying the Commodity Futures Trading
Commission (“CFTC” or “Commission”) that it is self-certifying amendments to the spot month position limits
of four (4) European and Asian Propane and Butane futures contracts (the “Parent Contracts”) as noted in
the table below effective on Sunday July 29, 2018 for trade date Monday July 30, 2018, commencing with
the August 2018 contract month and beyond. The table further below provides the related position limits
amendments to nine (9) futures contracts which aggregate into the Parent Contracts (collectively, the “Rule
Amendments”).

Spot Month
NYMEX Commodit Current Spot Position Limits
Contract Title Rulebook Y| Month Position | Effective on Trade
Code .

Chapter Limits Date

July 30, 2018
European Propane CIF ARA 578 PS 50 125
(Argus) Futures —
Argus Propane Far East Index 500 7E 150 400
Futures —
Argus Propane (Saudi Aramco) 589 9N 100 250
Futures =
Mini-Argus Butane (Saudi 916 MAA 1000 1750
Aramco) Futures —
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Contracts which aggregate
into the Parent Contracts

Spot Month
NYMEX Commodit Current Spot Position Limits
Contract Title Rulebook Y| Month Position | Effective on Trade
Code .
Chapter Limits Date
July 30, 2018

Argus Propane Far East Index
vs. European Propane CIF ARA 581 91 150/50 400/125
(Argus) Futures

European Propane CIF ARA

(Argus) BALMO Futures 584 32 50

=
N
(6]

Mini European Propane CIF ARA 068 MPS 50
(Argus) Futures* -

[EnY
a1

European Propane CIF ARA
(Argus) vs. Naphtha Cargoes CIF 396 EPN 50/500 125/500
NWE (Platts) Futures

Mont Belvieu LDH Propane
(OPIS) vs. European Propane 421 51 3,000/50 3,000/125
CIF ARA (Argus) Futures

Argus Propane Far East Index
vs. European Propane CIF ARA 581 91 150/50 400/125
(Argus) Futures

Argus Propane Far East Index

BALMO Futures >88 2 o0 =

Mini Argus Propane Far East 850 MAE 150 400
Index Futures* -

Mini Argus Propane (Saudi 851 MAS 100 50

Aramco) Futures* ==

*The mini futures contracts aggregate on a basis of 10:1 with the mini futures contracts being 10 times smaller than the related full-
size contract.

The Position Limit, Position Accountability and Reportable Level Table and Header Notes located in the
Interpretations and Special Notices Section of Chapter 5 of the NYMEX Rulebook is being amended to
reflect the changes in the position limits for the Contracts (see Exhibit A: Position Limit, Position
Accountability, and Reportable Level Table in Chapter 5 of the NYMEX Rulebook (attached under a
separate cover.)

Exhibit B below provides an updated the cash market overview and analysis of deliverable supply for the
Contracts.

The Exchange reviewed the designated contract market core principles (“Core Principles”) as set forth in
the Commodity Exchange Act (“Act” or “CEA”) and identified that the rule amendments may have some
bearing on the following Core Principles:

e Contract Not Readily Susceptible to Manipulation: Due to the liquidity and robustness in the
underlying physical market, the contracts are not readily susceptible to manipulation.
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e Position Limitations or Accountability: The speculative position limits for the Contracts as
demonstrated in this submission are consistent with the Commission’s guidance.

e Availability of General Information: The information contained herein will be disseminated to the
marketplace via Special Executive Report. The Exchange will publish information on the contract’
specifications on its website, together with daily trading volume, open interest, and price
information.

Pursuant to Section 5c(c) of the Act and CFTC Regulations 40.6(a), the Exchange hereby certifies that the
amendments comply with the Act, including regulations under the Act. There were no substantive opposing
views to the proposal.

The Exchange certifies that this submission has been concurrently posted on the CME Group website at
http://www.cmegroup.com/market-reqgulation/rule-filings.html.

Should you have any questions concerning the above, please contact the undersigned at (212) 299-2200
or via e-mail at CMEGSubmissioninquiry@cmegroup.com.

Sincerely,

/sl Christopher Bowen
Managing Director and Chief Regulatory Counsel

Attachments:  Exhibit A: Position Limits, Position Accountability and Reportable Level Table in Chapter

5 of the NYMEX Rulebook (attached under separate cover)
Exhibit B: Cash Market Overview and Analysis of Deliverable Supply
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Position Limits, Position Accountability and Reportable Level Table
in Chapter 5 of the NYMEX Rulebook

(attached under separate cover)



Exhibit B

Cash Market Overview and Deliverable Supply

Liquefied petroleum gas or LPG is the term for a group of products that is further split into Propane or
Butane. They are flammable mixtures of hydrocarbon gases used as fuel in heating appliances, cooking
equipment and vehicles. Propane and Butane are part of the light ends product suite, produced at an oil
refinery resulting from the first cut of processing of a crude oil.

The most liquid European hub is Amsterdam-Rotterdam-Antwerp (ARA) where there are extensive storage
facilities and refining capacity. In the UK, there is a large LPG terminal on Canvey Island® in Essex (in the
Southeast of England). Cargoes that are offered on a non-ARA related basis will be netted back using a
price adjustment to account for the difference in the freight costs. LPGs are traded in both barges or
coasters and large cargoes and there are two separate pricing points for each of these markets (ARA).

The growth in US shale production has resulted in a huge growth in the expansion of US LPG exports and
significant volumes of imports are expected to show up in Europe (and Asia). Energy advisory firm, BTU
Analytics? noted in a 2017 that the US was the world’s largest exporter of LPGs with Japan cited as the
most frequently exported to country. According to the US Energy Information Administration, exports?3 of
LPGs from the US were 956,000 b/d in July 2016 or the equivalent of 77,222 metric tons per day (using a
conversion factor of 12.38 barrels per metric ton). This is the equivalent to 77 NYMEX lots for Propane
Futures traded per day. From the US Gulf Coast, the typical cargo size is around 44,000 metric tons so this
volume represents around 1.5 cargoes per day of export volume.

Eurostat reports LPG data for Europe per country rather than reporting a single data point for the Northwest
European region. Propane and Butane both fall under this category therefore we have applied an
appropriate split between both products. Based on our discussions with market participants with traders,
both as end-users and producers, the consensus was that Propane represented about 60% of the total
LPG volume with 40% as Butane.

The delivery point for the Propane is cif ARA. In the case of Propane this is using a delivery period of 10-
20 days forward on an average cargo size of 20,500 metric tons. We consider cif ARA to be for delivery
into Belgium, the Netherlands, Germany, France, United Kingdom (UK) and Sweden, all of which are also
delivery points for the Argus assessment. In the case of France, we have reduced the volume by 50% to
reflect the delivery into ARA only since some locations within each country can’t be considered as ARA (the
other half of France will be considered as the Mediterranean region). We have made no further adjustments
to the delivery points of the other countries.

LPG Imports for each country has been detailed in Exhibit A. Based on the Eurostat data, imports into the
ARA region were around 865,000 metric tons per month on average. Based on the 60:40 split for Propane
and Butane, this equates to around 520,000 metric tons of Propane and 345,000.

The Far East Propane market

Asia LPG is typically shipped in liquefied form in specially designed vessels that carry up to 22,000 metric
tons. Each shipment will be either 100% propane, 100% butane, or mixed of propane and butane in
separate compartments.

' UK Canvey Island LPG storage — Calor Gas https://www.calor.co.uk/news/calor-gas-delighted-to-
unveil-new-road-on-canvey-island/
2 https://btuanalytics.com/us-lpg-exports-booming/

3 US EIA Data — LPG Exports from the US market
http://www.eia.gov/dnav/pet/hist/LeafHandler.ashx?n=pet&s=mipexus1&f=m
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Arab Gulf nations including, for example, U.A.E., Saudi Arabia, Kuwait and Qatar are the main suppliers to
Asia major importers like China, Japan and Korea. In the recent years, U.S. exports to Asia have also
increased significantly on the back of growing domestic production of shale oil/gas.

The UN Comtrade database publishes China, Japan and Korea imports data of propane. The data are
available through year 2016 for China and Korea imports. For Japan, the imports data were available
through year 2017 (see Table 1). Together the average total annual import of propane for the most recent
common three years (2014-2016), the three-year period of which data for all three countries are available,
were 20,664,550 metric tons. We have excluded the data for 2017 due to only a small selection of data
being made available.

Table 1. Selected China and Japan Imports of Propane

Units: Metric Tons

Source: UN Comtrade?*

Propane 2014 - 2016
Imports 2014 2015 2016 2017 Average
China 4,716,262 8,549,150 11,601,713 N/A 8,289,042
Japan 9,180,028 8,944,812 8,885,813 10,131,760 9,003,551
Korea 2,609,599 2,943,913 4,562,362 N/A 3,371,958
Total 16,505,889 20,437,875 25,049,888 N/A 20,664,551

Saudi Arabia Propane and Butane markets

Saudi Arabia is one of the world's major exporters of propane and butane, and the monthly reference price
set by its national oil and gas producer Saudi Aramco, or Saudi Aramco Contract Prices (CP), has become
a key benchmark for the exporters of LPG from the Middle East, such as Qatar, Kuwait Petroleum and the
Abu Dhabi National Oil company. There is a liquid paper market that has developed due to the increased
physical exposure to the Saudi CP.

The Contract Price (CP) is an Official Selling Price (OSP) posted by Saudi Aramco for cargoes that are
lifted by each of its buyers on a monthly basis. The price is set for each calendar month and communicated
to the lifters of Saudi Propane and Butane.

Saudi Aramco propane and butane produced for sale (exports) are published yearly in a “Fact & Figures”
annual report. The report for the years 2014 to 2016 is shown in the Appendix below. The data is split
between Propane and Butane and the volumes are shown in Million barrels. For the period of 2014 to
2016, Saudi Aramco produced an average of 172.1 million barrels of propane and 100.9 million barrels of
Butane for sale.

4 https://comtrade.un.org/data
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Table 2: Propane and Butane Produced for Sale by Saudi Aramco

Units: Million Barrels
Source: Saudi Aramco Annual reports®

Produced for Sale by 6 - 8 3-year Average
Saudi Aramco AU A e (2014 to 2016)
Propane 167.5 165.5 183.3 172.1
Butane 97.8 96.9 107.9 100.9

Data sources:

The Eurostat® data is compiled by the statistical office of the European Union and aims to provide the EU
with accurate statistics that enable comparisons between countries and regions. We have used this for the
European Propane market. The statistical authorities in each individual member state are responsible for
collecting the data. After verification and analysis, the individual authorities send the data to Eurostat who
consolidate such data. In addition, Eurostat ensures that all parties are employing the same methodology
in collecting and reporting data.

The final settlement price for the ARA Propane Future is based on the Argus assessment of the respective
underlying physical market. Argus is a well-respected Price Reporting Agency in the Energy market and is
a credible rival to Platts across many of the global markets which they cover. Argus is a well-respected
price reporting agency in the Refined Products market and CME Group (parent company of New York
Mercantile Exchange, Inc.) is a party to licence agreements with Argus to utilize their pricing data.

United Nations Commodity Trade Statistics database (“UN Comtrade”) has been used for data on the
Propane Far East Index. The UN Comtrade?® is a repository of official trade statistics reported by statistical
authorities of close to 200 countries or areas. The database provides free access to detailed global trade
data. It contains annual trade statistics starting from 1962 and monthly trade statistics since 2010.

The Joint Oil Data Initiative (JODI), which was launched in April 2001 by six international organizations
(Asia Pacific Economic Cooperation (APEC), Statistical Office of the European Communities (Eurostat),
International Energy Agency (IEA), Latin American Energy Organization (OLADE), Organization of the
Petroleum Exporting Countries (OPEC), United Nations Statistics Division (UNSD)), provides a reliable,
freely accessible and comprehensive database of energy statistics. JODI's data is dependent upon what
each country reports and in what timeframe. Participating countries complete a standard data table in JODI-
Oil Questionnaire and/or JODI-Gas Questionnaire every month for the two most recent months (M-1 and
M-2) and submit it to the JODI partner organization(s) of which it is a member. The respective organization
compiles the data and forwards it to the IEF which is responsible for the JODI World Databases.

® Saudi Aramco Annual report 2016 (page 75)
http://www.saudiaramco.com/content/dam/Publications/annual-review/2016/English-PDFs/04-
performance-key-figures EN.pdf

8 http://www.saudiaramco.com/content/dam/Publications/facts-and-figures/2014-saudi-aramco-
facts-figures.pdf page 21

7 http://www.saudiaramco.com/content/dam/Publications/facts-and-figures/2015-FF-SaudiAramco-
English.pdf page 21

8 http://www.saudiaramco.com/content/dam/Publications/facts-and-figures/2016-Facts-and-Figures-
EN.pdf page 23

9 http://ec.europa.eu/eurostat
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Saudi Aramco

Headquartered in Dharan, Saudi Arabia, Saudi Aramco (SA) is the state-owned oil company of the
Kingdom, and is one of the world’s largest producers and exporters of crude oil and natural gas liquids.
Saudi Aramco manages proven conventional crude oil and condensate reserves of 260.8 billion barrels as
well as natural gas reserve of 298.7 trillion standard cubic feet. The company’s subsidiaries and affiliates
are located across the globe in Saudi Arabia, China, Egypt, Japan, India, the Netherlands, the Republic of
Korea, Singapore, the United Kingdom and the United States.



Analysis of Deliverable Supply

The Commission defines deliverable supply as the quantity of the commodity meeting a derivative contract’s
delivery specifications that can reasonably be expected to be readily available to short traders and saleable
by long traders at its market value in normal cash marketing channels at the derivative contract’s delivery
points during the specified delivery period, barring abnormal movement in interstate commerce.

The Eurostat data for European LPG is referred to as Liquefied Petroleum Gas but the data is not broken
down into Propane and Butane. Therefore, we have applied the ratio of 60% Propane with the remaining
40% as Butane to the Eurostat LPG figures. We have excluded the Butane figures as deliverable supply
for this analysis. In discussions with market participants we understand that although there are term
supplies these volumes can be re-traded and are not subject to destination restrictions therefore we have
not made any further adjustments beyond the adjustment for the percentage supply of Propane and Butane.

For European Propane cif ARA (Argus) Futures, the basis of this analysis to determine the level of
deliverable supply is the imports into the ARA region and beyond to other countries such as the UK and
Sweden where this is consistent with the basis of the Argus assessment methodology. The propane market
is an import market based on delivered volumes and therefore we have excluded the production volumes
from this analysis since most of those volumes will be sold into the smaller coaster markets for inland
delivery. The Propane conversion factor we have used to convert barrels to metric tons is 12.40 barrels per
metric ton aligning to the same conversion factor which Argus use. For Butane, the conversion factor is
10.8 barrels per metric ton, matching the way that Argus converts the Butane values. The monthly volume
provided is divided by 30 (for the number of days in a month) in conversion to thousand metric tons per
day.

We have used data for the period January 2015 to December 2017. Eurostat publishes data for January
2018, which is the latest data available however, the data is not reported for all countries and therefore has
been excluded as it is not complete. We have reduced the import volumes for France by 50% as a
conservative measure. It is estimated that around half of the imported volumes are considered as ARA
volumes with the remainder being considered as Mediterranean volumes (in the case of France). Based on
our analysis of deliverable supply of Propane, import volumes are about 520,000 metric tons per month on
average (See full data in Appendix A, table 1). This is based on a 60:40 split to account for the percentage
of supply that is classified as Propane and the supply that is classified as Butane.

Due to the high level of imports, there is scope to raise the current spot month position from the current 50
lots during the last 3 business days prior to expiry. The current spot month position limit equates to 10% of
the deliverable supply of 520 contracts or 520,000 metric tons. Based on the deliverable supply data, the
Exchange proposes to raise the spot month position limit to 125 lots which would equate to 24.08% of the
deliverable supply volume. The higher position limit is considered conservative number based on the import
data and the volume of imports is likely to grow further in the coming years. The emergence of major
suppliers like the US will have a significant impact on global trade flows and the volume of imports into the
European market is likely to rise. For those contracts which aggregate into the Argus Propane CIF ARA
Futures contract the spot month position limit will be amended for the relevant leg of the child contracts to
reflect the higher limit of the parent contract.

For the Argus Propane Far East Index, the Exchange based its analysis of deliverable supply on Propane
delivered in China, Japan and Korea. Additionally, the Exchange determined not to adjust the deliverable
supply estimates based on the spot availability because spot market liquidity is not restrictive and tends to
vary depending on the market fundamentals of supply and demand. The typical term agreement in the cash
market allows flexibility for re-trading of the contracted quantity in the spot market, so the term agreements
do not restrict the potential deliverable supply. Argus’ Propane Far East Index assessments measure
propane cargoes delivered in China and Japan. Additionally, the Exchange also considers South Korea
imports as deliverable supply with South Korea and Japan considered as single import centre with cargoes
delivered to either location and cargoes destined for one location or the other can easily be diverted. For
the Propane, we have used the latest full data available for the period 2014-2016. The data for 2017 is too
sporadic to use and does not have the data from all countries available therefore we have excluded it from
this analysis. Based on the UN Comtrade data for imports, the deliverable supply of propane is 20,664,551
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metric tons per year. This equates to 1,722,046 metric tons per calendar month, or 1,722 contract
equivalents (contract size 1,000 mt). The current spot month limit for the existing Argus Propane Far East
Index Futures (commodity code 7E) is 150 lots, which equates to 8.7% of deliverable supply. The
Exchange proposes to increase the spot month limit to 400 lots. This is about 23.2% of the monthly
deliverable supply of 1,722 contract equivalents.

For the Saudi Aramco CP Futures contracts for Propane and Butane, the Exchange has determined to
base its analysis of deliverable supply on sales volumes made available by Saudi Aramco for the period of
2014-2016; the latest set of data that is made publicly available. Aramco breaks out the data between
Propane and Butane in their annual reports. The Saudi LPG lifted from Ras Tanura is free of restrictions
and all volumes can be re-traded. A typical term agreement in the cash market allows flexibility for re-trading
of the contracted quantity in the spot market. Therefore, the Exchange has made no adjustment to the level
of deliverable supply as term agreements do not restrict the potential deliverable supply. Unlike the crude
markets, the Saudi LPGs are sold to traders as well as energy companies therefore the market is
considered open and free from restrictions. Based on the Saudi Aramco data, the deliverable supply of
Saudi Aramco propane is 172.1 million barrels per year, or 13.8 million metric tons per year assuming a
barrels-to-metric ton conversion rate of 12.4 barrels per metric ton. This equates to approximately 1.15
million metric tons per calendar month, or 1,150 contract equivalents (contract size 1,000mt). The current
spot month limit for the existing Argus Propane (Saudi Aramco) Futures (commodity code 9N) is 100
lots, representing about 8.7% of deliverable supply. The Exchange proposes to increase the spot month
limit to 250 lots, which is about 21.7% of the monthly deliverable supply of 1,150 contract equivalents.

The deliverable supply of Saudi Aramco butane is 100.9 million barrels per year or 9.3 million metric tons
per year based on the industry standard conversion factor of 10.8 barrels per metric ton. The deliverable
supply volume equates to around 771,000 metric tons or 7,710 contract size equivalents based on a lot
size of 100 metric tons. The current spot month limit for the existing Mini Argus Butane (Saudi Aramco)
Futures (commodity code MAA) is 1,000 lots or 12.9% of deliverable supply. The Exchange proposes to
increase the spot month limit to 1,750 lots, which is about 22.6% of the monthly deliverable supply of 7750
contract equivalents.
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Exhibit A

Source: Eurostat Data (Energy NRG_10m — Supply Transformation and Consumption (NRG_102m): Units:
Thousand metric tons per month

The Eurostat data is not split between propane and butane and therefore we have applied a split of 60:40
with propane representing 60% of the volume and Butane representing 40% of the volume.

Propane
Belgium | Denmark | Germany | France | Netherlands | Sweden | United Kingdom

Jan-15 140 1 40 102 203 53 32
Feb-15 137 0 46 95 172 7 18
Mar-15 125 1 43 114 285 26 19
Apr-15 126 1 35 84 106 109 26
May-15 125 1 25 61 199 67 25
Jun-15 130 1 31 62 170 55 25

Jul-15 128 1 20 79 156 138 1
Aug-15 149 1 26 51 221 97 40
Sep-15 136 5 36 72 202 7 44
Oct-15 116 3 40 94 222 0 7
Nov-15 119 1 40 80 206 7 15
Dec-15 112 1 52 107 222 28 47
Jan-16 128 1 44 83 163 21 59
Feb-16 134 1 54 99 157 55 74
Mar-16 113 1 47 67 85 71 42
Apr-16 103 1 45 62 185 46 65
May-16 86 1 37 62 215 87 37
Jun-16 81 3 28 52 178 111 59

Jul-16 137 3 31 83 265 82 45
Aug-16 118 1 26 65 134 82 100
Sep-16 101 3 27 67 226 57 63
Oct-16 116 3 35 75 206 70 46
Nov-16 118 2 42 88 200 56 13
Dec-16 141 1 55 100 220 58 45
Jan-17 124 3 65 104 230 35 51
Feb-17 58 1 59 89 194 41 50
Mar-17 101 1 53 109 166 59 26
Apr-17 123 1 31 65 170 110 19
May-17 83 2 40 89 134 128 52
Jun-17 116 2 35 56 181 47 66

Jul-17 119 3 38 57 157 76 44
Aug-17 94 1 38 54 152 25 23
Sep-17 116 5 43 54 115 52 41
Oct-17 103 1 47 78 154 75 48
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Nov-17 | 98 1 53 | 96 | 132 47 23
Dec-17 | 112 1 62 92 169 34 57

Data for France has been reduced by 50%
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