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Christopher Bowen 
Managing Director and Chief Regulatory Counsel 

Legal Department 

 

September 15, 2016 
 
VIA ELECTRONIC PORTAL 
 
Mr. Christopher J. Kirkpatrick 
Office of the Secretariat 
Commodity Futures Trading Commission 
Three Lafayette Centre 
1155 21st Street, N.W. 
Washington, D.C. 20581 
 

Re: CFTC Regulation 40.6(a) Notification.  Amendments to Rule 15203.A. (“Final 
Settlement”) of the Lean Hog Futures Contract.   

  CME Submission No. 16-361 
 
Dear Mr. Kirkpatrick: 
 
Chicago Mercantile Exchange Inc. (“CME” or the “Exchange”) is notifying the Commodity Futures Trading 
Commission (“CFTC” or “Commission”) that it is self-certifying amendments to Rule 15203.A. (“Final 
Settlement”) of the Lean Hog Futures contract (Rulebook Chapter: 152, Commodity Code: HE) (the 
“Contract”) to include negotiated formula purchases effective on Tuesday, October 11, 2016 for trade 
date Wednesday, October 12, 2016 and commencing with the October 2016 contract month and beyond.   
 
On September 30, 2015, the negotiated formula purchase type was created when the Livestock 
Mandatory Reporting program was reauthorized. 

 https://www.federalregister.gov/documents/2016/08/11/2016-19040/livestock-mandatory-reporting-
reauthorization-of-livestock-mandatory-reporting-and-revision-of-swine 

Commencing on Wednesday, October 12, 2016, the United States Department of Agriculture, Agricultural 
Marketing Service (“AMS”) LM_HG201“National Daily Direct Hog Prior Day Report” (the “Report”) will 
include the negotiated formula purchases category. 

Although this is a new purchase type, the data is currently collected by the AMS and reported within the 
Swine or Pork Market Formula category of the Report. The data is being separated to provide more 
market transparency into the cash or spot market transactions between sellers and buyers. AMS provided 
a sample of the revised Report to the market place with the listing of the negotiated formula category. See 
Appendix A attached. 

As a result, CME will concurrently incorporate negotiated formula purchases into the final settlement 
calculation methodology for all listed months of the Contract and commencing with the October 2016 
contract month and beyond. 
 
Amendments to Rule 15203.A. are provided in Appendix B attached with additions underlined and 
deletions overstruck. 

https://www.federalregister.gov/documents/2016/08/11/2016-19040/livestock-mandatory-reporting-reauthorization-of-livestock-mandatory-reporting-and-revision-of-swine
https://www.federalregister.gov/documents/2016/08/11/2016-19040/livestock-mandatory-reporting-reauthorization-of-livestock-mandatory-reporting-and-revision-of-swine
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The Exchange reviewed the designated contract market core principles (“Core Principles”) as set forth in 
the Commodity Exchange Act (“CEA” or “Act”) and identified that the following Core Principles may be 
impacted by this initiative as follows: 

 
• Contracts Not Readily Subject to Manipulation: The Contract is not readily subject to 

manipulation as a result of the deep liquidity and robustness of the underlying futures market and 
settlement index.  
 

• Availability of General Information: The Exchange will make publicly available the details of the 
addition of the new USDA category added to the daily and final settlement calculation of the 
Contract by publishing a Special Executive Report (“SER”) to the market. The SER will be 
available on CME Group’s website.  
  

• Daily Publication of Trading Information: The Exchange will make public daily information on 
settlement prices, volume, open interest, and opening and closing ranges for the Contract. 

 
 

Pursuant to Section 5c(c) of the Act and CFTC Regulation 40.6(a), the Exchange hereby certifies that the 
rule amendments comply with the Act, including regulations under the Act. There were no substantive 
opposing views to this proposal.  
 
The Exchange certifies that this submission has been concurrently posted on the Exchange’s website at 
http://www.cmegroup.com/market-regulation/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, 
 
 
      /s/ Christopher Bowen 
      Managing Director and Chief Regulatory Counsel 
 

 

Attachments:  Appendix A:  Sample Report   
Appendix B:  CME Rule 15203.A. (“Final Settlement”) (blackline format) 

http://www.cmegroup.com/market-regulation/rule-filings.html
mailto:CMEGSubmissionInquiry@cmegroup.com
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APPENDIX A 
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APPENDIX B 
 

CME Rulebook 
Chapter 152 

 Lean Hog Futures 
 

(additions are underlined; deletions are overstruck) 
 

15203. SETTLEMENT PROCEDURES  

15203.A. Final Settlement 
There shall be no delivery of hogs in settlement of this contract.  All contracts open as of the 
termination of trading shall be cash settled based upon the CME Lean Hog Index® for the 
two–day period ending on the day on which trading terminates. 
1. The Sample 
The sample consists of all producer-sold negotiated, and swine or pork market formula and 
negotiated formula barrows and gilts purchased on a lean value direct basis by packers for 
which the head count, average net price and average carcass weight are reported in the 
“National Daily Direct Hog Prior Day Report-Slaughtered Swine” released by the USDA. 
2. The Calculation  
The procedure for calculating the CME Lean Hog Index is as follows, using data reported on 
two consecutive weekdays.  
1.  The daily head count for negotiated transactions is multiplied by the corresponding daily 

average carcass weight to obtain the negotiated daily total weight; 
2.  The daily head count for swine or pork market formula transactions is multiplied by the 

corresponding daily average carcass weight to obtain the swine or pork market formula 
daily total weight; 

3.  The daily head count for negotiated formula transactions is multiplied by the 
corresponding daily average carcass weight to obtain the negotiated formula daily total 
weight;  

34. The daily totals for negotiated weight (i.e., the result from 1. above), and swine or pork 
market formula weight (i.e., the result from 2. above) and negotiated formula weight (i.e., 
the result from 3. above) are added to obtain the daily total weight; 

45. The daily total weights (i.e., the result from 34. above) for two consecutively reported 
days are aggregated to obtain the two–day total weight; 

56. The negotiated daily total weight (i.e., the result from 1. above) is multiplied by the 
corresponding daily average net price to obtain the negotiated daily total value; 

67. The swine or pork market formula daily total weight (i.e., the result from 2. above) is 
multiplied by the corresponding daily average net price to obtain the swine or pork market 
formula daily total value; 

8. The negotiated formula daily total weight (i.e., the result from 3. above) is multiplied by 
the corresponding daily average net price to obtain the negotiated formula daily total 
value;  

79. The daily totals for negotiated value (i.e., the result from 56. above), and swine or pork 
market formula value (i.e. the result from 67. above) and negotiated formula value (i.e., 
the result from 8. above) are added to obtain the daily total value; 

810. The daily total values (i.e., the result from 79., above) for two consecutively reported 
days are aggregated to obtain the two–day total value; and 

911. The two–day total value (i.e., the result from 810., above) is divided by the two–day total 
weight (i.e., the result from 45., above) to obtain the CME Lean Hog Index 
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For the purposes of this rule, Friday of one week and Monday of the following week shall be 
considered to be consecutive weekdays. 
Also for the purposes of this rule, any days when the necessary data are not released by the 
USDA shall not be considered weekdays, in which case the first weekday immediately 
preceding and the first weekday immediately following such day(s) shall be considered two 
consecutive weekdays. 

15203.B. - H. [Reserved] 
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