
@Jj CMEGroup 

July 8, 2010 

Mr. David Stawick 
Office of the Secretariat 
Commodity Futures Trading Commission 
Three Lafayette Centre 
1155 21st Street, N.W. 
Washington, DC 20581 

RE: CME/CBOT/NYMEX Rule 588.G. 

C.F.T.C. 
OFFiCE OF THE SECRETARIAT 

2010 JUL 9 Arl 10 lJO 

CME/CBOT/NYMEX Submission No. 10-193 

Dear Mr. Stawick: 

Chicago Mercantile Exchange Inc. ("CME"), the Board of Trade of the City of Chicago, Inc. 
("CBOT") and New York Mercantile Exchange, Inc. ("NYMEX") (collectively, the "Exchanges") 
hereby notify the Commodity Futures Trading Commission that the Exchanges have adopted 
amendments to Rule 588.G. ("Trade Cancellations and Price Adjustments - Globex No Bust 
Ranges") to eliminate static bid/ask reasonability allowances in favor of variable bid/ask 
reasonability allowances focused on an option's delta and premium when reviewing options 
trades on CME Globex pursuant to Rule 588. 

Bid/ask reasonability allowances are maximum width of the bid/ask range considered 
reasonable for use in applying the parameters necessary to establish an option's no bust range 
under the rule. Variable bid/ask reasonability allowances are intended to be more reflective of 
the risk inherent in the option, and are designed to allow for more accurate determinations by 
the Globex Control Center of when and to what price an option should be adjusted under the 
rule. 

Under the new process, the bid/ask reasonability allowance will be the greater of the delta risk 
(calculated as the delta of the option times the no bust range of the underlying futures contract) 
or the premium risk (calculated as 20% of the theoretical Fair Value premium of the option). As 
a result of the changes to the bid/ask reasonability allowances, corresponding changes have 
been made to the options' no bust ranges. 

The revisions to Rule 588.G. begin on the next page. Based on the scope of the changes, the 
options section of Rule 588.G. is presented twice, first to show the new language being adopted 
(which is underscored), and the second to show the language being deleted (which is 
overstruck). 

The amendments will become effective on Sunday, July 18, 2010, for trade date Monday, July 
19. 

Additionally, a copy of CME Group Special Executive Report S-5179, which will be released on 
Monday, July 12, 2010, is included in this Submission as it provides several examples of the 
application of the new method that will be employed when determining an option's no bust 
range beginning on July 18 compared to the current method that is being eliminated. 



The Exchanges certify that the amendments comply with the Commodity Exchange Act and 
regulations thereunder. 

If you have any questions regarding the changes, please contact Giuseppe Scimeca, Associate 
Director, Globex Control Center, at 312.456.2391, Paul Millhuff, Director, Globex Control 
Center, at 312.715.6837 or me at 312.648.5422. Please reference CME/CBOT/NYMEX 
Submission No. 10-193 in any related correspondence. 

Sincerely, 

/s/ Stephen M. Szarmack 
Regulatory Counsel 

CME/CBOT/NYMEX Rule 588.G. No Bust Ranges 

[The futures contract and futures combinations sedions remain unchanged.] 

Option contract Bid/Ask Reasonabilitv No_Bu.st Ranf:je 

The greater of lhe delta limes the 
Eurodoltars/Euroyen underl'lino Mures no bust ranoe or 20% 2 minimum ticks 

of tile gremlum ug to the underl't'ing 
futures no bust range vofith a· minimum 

~asonabil it't' of 1' basis goiqJ. 

The greater of the delta limes 10/64tt1s or 
U.S. Treasuries V 5. 10 Year Noles) 20% of the Qremiurn ug to 1 0/64ths with a 20% of t11e Qrerniurn uo to 2/64tils 

minimum reasonabilit't' of 2.i64ths 

The greater of the delta times 12/64ths or 
30 Year Bond 20% of the QremiLm UQ to 121641hs with a 20% of the [lrerniurn UQ to 2i64ths 

minimum reasonabilit't' of 2164\tls 

The greater of the delta tirnes the 
30-Dav Fed Fund~ underiJ'ing futures no bust range or 20% 20% of the oremiun1 ug to Y.. of tl1e 

of the Qremium UQ to the underl'(ing under!l£ing futures no bust range 
futures no bust range with a minimum 

r_easonabi!jN_of 2 basis points 

The greater of the delta times the 
Interest Rate- Swaps (5. 7 . '10. 30) underl~ing futures no bust range or 20% 20% of the Qrernium uo to X of the 

of the !;!remium UQ to t11e underlying undert}'h]Q futures no bust range 
futures no bust range with a rninirnurn 

rea~onab[li)Y of 5/64ti1s 

The greater of t11e delta times the 
3 ~ft.onth o~~ernighLincJex Swaps underlying futures no bust range or 20% 20% of orernium up to ·y.; of the underl;ting 

of tt1e premium ug to the underl}'ing futures no bust ra...illl§. 
futures no bust range witil a minimum 

reasonabilitY of 3 basis ROints 

Tile greater of the delta times the 
EquitBS (excluding DJIAl underlying futur~s no bust range or 20°th 20% of premium up to %_gJ the_ unclerlving 

of the Qremium up to the underlying futures f!Q_bust ran..9£l. 
futures no bust range with a minimum 

reasonabitit··l of 1 .00 index poi!Jl 



The greater of the della times the 
DJIA tlllderiJ'ing futures no bust range or 20% 20% of Qremiurn UQ to Y, of the undeil'll!Jg_ 

of ltle QremiUI'n UQ to the underly.i!Jg futures no bust rllli9~ 
futures no bust range willl a minimum 

reasonability of 
10 index QOints 

The greater of the delta times the 
FX underiJ'ing futures no busl range or 5% of 20% Of Qrernium UQ to y, Of tf·le underJ,@g 

the Q[emiuQl UQ10 the underl:r:lng futures futures no bu.:;! renqe 
no bust range with a minimum 

reasonabililJ' of 10 lick§ 

The greater 61 the delta limes lhe 
Aoricultural (exc!udino Grains Oil & fv1eall Lnlderlying futures no bust range or 20% 20% of Qremium uQJQ_Y, of ltle underlvinq 

of the grernium LIQ to Hle underlvi11q futures no bust ranqq_ 
futures no bust range witll a minimum 

reasonabilitx of ~.005 

The greater of I he delta times trie 20% of Qremiurn UQ to Y.. of the underi-Jing 
Grains undert~ing futures flO bust ranee or 20% ' futures no !Just ranqe 

' 
of the gremiurn u[i to the underlying 

futures no bust range '!Nith a minimum 
reasonabilitY' of:...LQ1 

The greater of tl1e delta times the 
Soybean Oil underlyiog futures no bl,!st ranee or 20% 20% of premium uo to Y, of the underlving 

of tile Qremium UQ to the underlving futures;.JJQ llusl range 
futures no bust range with a minimum 

reasonabilitv of 
~,0005 

The greater of n·,e delta times the 
Soybean Meal underl~ing futures no bust ranQe or 20% 20% of premium UQ to X of the underlving 

of the prerniUI]lJJP to tile underlying futures no b_\ffi.LE!lli).g 
futures no bust range with a minimum 

rea.sonabilit'L of !ii .50 

Non-Farm Pa'lrDII None None_ 

The greater of the delta limes the 
Ethanol U4lderly:ing futures no bust range or 20''/o 20"/o of Qremium UQ to '/.. of the underi·L!!l<l 

of the .Qremiurn up lo the underl'(ing futures no bust ran~ 
futures no bust range witl·l a mi11imum 

reasonability of$ 02 
-

The greater of tile delta times the 
MGEX _QQlions underiving fu tures no bust ranae or 20% , 20% of Qremium UQ to Y. of the unci?.!J1im. 

of the Qremium LIQ to the underly.lng futures no bust ra~ 
futures no bust range wittl a minimurm 

reason<~ bitil'l of ~.01 

The greater of the della times tile 
KCBT OQtions underlyirl9 futures no bust range or 20~ 20% of Qremium LIQ to '/.. of the underlvina 

or the Qremium UQ to the underl,-ing futures no bust range 
futures no bust range with a mii:Ji!].l.llll 

reasonability of S.01 

The greater of the delta times tile 
Random Lenqtll Lumber underl'ilm futures no bust ran_qe or Z.D.'Yc. 20% of premium UJl to...l':! of the uncle(l'liOQ 



of the premium uQ to me underlyino futures no bust range 
futures no bust range with a minimurT) 

reasonability of ~2 00 

The greater of the delta times the 
NYiv'iEX Crude Oil. Crac~.s underlying futures no bust ranqe or 20'Yo 20% o[ Qremium UQ to !/., of the underlving 

of tne ·~remium uQ to the underlying futures no bust range 
futures no bust range witb .a minimum 

reasonabilil'l of $.10 

The greater of the delta time the 
NYrvlEX Heatino Oil underi'Ling futures no bust ranae or 20%, 20% of premium uo to X of t11e underl'illill 

of the memium UQ to the unclerl•iing futures no bust ranae 
futures no bust range •A~th a minimum 

reasonability of $ .0016 

The greater of the delta times the 
1'-IYME.X RBOB underi'Ling futures no bust range or 20% 20% of gremium UQ to X of the 

of the gremium uo to the underl:x:ing underl:x:ing futures no bust range 
futures no bust range with a minimum 

reasonabilitv of $ .0076 

The greater ·of the delta of lhe underi'Ling 
NYMEX Natural Gas futures no bust range or 20% of the 20'}'u of gremium UQ to % of the underl•li!Jg 

QremitHn UQ to the underlying futures no futures no bust range 
bust range with a minimum reasonability: 

of$.05 

The greater of the delta times the 
COivlEX Gold underlying future-s no bust ranae or 20% 20% of gremium UQ to Y. of the unclerly:ing 

of the [[emium ug to the uncterl:x:ing futures no bust rangs 
futures no bust range with a minimum 

reasonabilit'L of :t2.00 

Tl1e greater of the delta time;; ,the 
COMEt'. Silver underl::tino futures no bust 'fange or 20% 20% of premium u~ to ~~ of the un'illi!YJ.og 

of the premium uQjo !he underlying futures no bust range 
futures no bust range with a minimum 

t:._e_e_sonabili!Y. of $.05 

The greater of the delta times til~ 
_\:;OMEX Copper underl:x:ing futures no bust range or 20'}(. 20% of Qremium ug to y, of the uncterl~ing 

of the Qremium uo to the underl'l!ng futures no bust ranru;. 
futures no bust range with a minimulll 

reasonability: or $.01 

Oi)tiGtl-CG_RtfaGt BidlAs~<, 

~mw 

et~roool!a~S;-€1HeyeA 2-tla.s.i!ryf>iRls 

tJ.,&--.~l+ie&-f2-.-B----aR&-W-¥e-ar--l'kH&£ 4ib-..41.-lls 
a-R4-!5emlj 
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3-~•.<er-Ai~,.t-lflG~Naf)S 

~Wi~)<G!~o~ain!J Ddlll1 

Soy-bean Meal 

N¥MEX R008 

GGMeX Copper 

3-Gasis-pGints 

2.GG index peW& 

~~f6ffiitlm-l,!f-!&.e,tM\4s-•,<.<i-fh--a 

mif!imt~R-1-Gf--:1--.t!Gk 

~FA~ 

~ of pFeRlium up te-+GO index point 
wUI'l-a-mil:timum-4-4--tiok-

:wo/o--e4>ffiffii&o~I'R-l.Jt~kl-~PJ-I:'Jil-ff-.a 
FAfffi~f--1--tisl<, 

~of-pFemit~m-w>-~-Q-tiBk-s--v<ith-a 
mifllmum of 1 tisk-

~G~~GO&-vAtR--a 
mfffimum of 1 t iek 

20-!'~ffiiu~..ffi-SQ,G.+..wi~~a 
rnin~k 

20% of premium up--te-S-~¥itfl.-a 
mH=limum~ 

~f-ltf8ffiiw'R-tljH&-.~.fl-a 
FAiflimoot-Gf.-1---ti€.k 

~f-j}reffiiufll--ti~-W-\;.Iil.fl-a 
minimum of 1 lisk 

!lk}ne 

;w.% of premiurn up to S9-J)2~fiti:t.-a 

fllffilffi~o~n'I-Of-+HGK 

~f~\Jffi-Hp-~O,QG§...¥1Ut1--a 

minimum of 1---!1£* 

7.-Go/~ffii<H~Ifl-.$M0&->,;,.it.fl-a. 
mfffiffilffil-af--+...HG~; 

~f.-prafAi\J~~~ 
tHifliAAif-~1€* 

~~~007-&->.•/il.A---a 
ffifAfffiUffi-ef.-1-4iek-

~O% of premium up lo $0.00713 ¥1il.h <1 
miniFAWfl--ef--1~ 

20% of prerni~o~m up to-$0.05 wiH1 a 
FAiAi-rntJm-Gf..-1--tiGk 

209/..-e4Jrf:fflitlm-C~t'-KhS:;u)~ 
minimum of 1 tiGk 

2Q9~ of premiumuf)-~Q,..Q&l.•Jill!-& 
m!flimum of 1 tie-k 

~~ 
ftl~-~~ 



~~ CMEGroup 
A CME/Chieaso Board of Trade/NVMEX Company 

Special Executive Report 

5-5179 July 12,2010 

Modifications to Rule 588.G. ("Giobex No Bust Ranges") 

Effective on Sunday, July 18, for trade date Monday, July 19, CME, CBOT, NYMEX and COMEX will 
adopt amendments to Rule 588.G. ("Trade Cancellations and Price Adjustments- Globex No Bust 
Ranges") modifying the manner in which the Bid/Ask Reasonability Allowance will be calculated by the 
Globex Control Center ("GCC") when reviewing options trades on CME Globex. The Bid/Ask 
Reasonability Allowance is the maximum width of the bid/ask range considered reasonable for use in 
applying the parameters necessary to establish the no bust range for an option. 

The amendments eliminate static bid/ask reasonability allowances in favor of variable bid/ask 
reasonability allowances based upon the option's delta. The new Bid/Ask Reasonability Allowances are 
intended to be more reflective of the risk inherent in the option, and are designed to allow for more 
accurate determinations of when and to what price an option should be adjusted under the rule. Under 
the new process, the bid/ask reasonability allowance will be the greater of the delta risk (calculated as the 
delta of the option times the no bust range of the underlying futures contract) or the premium risk 
(calculated as 20% of the theoretical Fair Value premium of the option). 

The new Bid/Ask Reasonability Allowances appear on pages 2 - 5 of this Special Executive Report and 
will become effective on Sunday, July 18. 

The two examples set forth below illustrate the difference between the current method of determining an 
option's no bust range and the new method that will be employed under the revised rule. 

Example 1 

$6.20 August Wheat call options trade at 1 6/81
h cents. The buyer reports the trade to GCC as an 

error. GCC determines that fair value for the call options is 3/8ths. 

CURRENT METHOD 

The current bid/ask reasonability range in Wheat options is a static 2 cents(+/- 1 cent from the Gee­
determined fair value). For a buy error, the price will be adjusted to the GCC-determined ask price 
plus the no bust range (20% of the premium up to 1 cent with a minimum of 1 tick). 

Applying the current reasonability range, the reasonable market would be cab bid@ 1 3/81
h. Afplying 

the no bust range would result in an adjustment level to 1 6/81
h - calculated as (1 3/81

h + (1 3/81 * 
.20)) rounded up to the next tradable tick. Given that the trade took place at 1 6/81

h , the trade would 
stand at 1 6/81

h . 

NEW METHOD 

Under the new method, the bid/ask reasonability allowance is the greater of: 

1) the option's delta times the underlying futures no bust range: delta of .03 * 10 cents (rounded up 
to the next tradable tick) = 3/81

h; or 
2) 20% of the GCC determined fair value premium of the option up to the underlying futures no bust 

range, with a minimum of 1 cent: 20% * 3/8th cents (rounded up to the next tradable tick) = 1/81
h 

cent 



S-5179 
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Page 2 

In this example, 1 cent is the bid/ask reasonability range(+/-~ cent from fair value) and the 
reasonable market becomes cab bid@ 7/8th. Applying the new no bust range (20% of the 
reasonable offer premium up to %of the Wheat futures 10 cent no bust range) would result in a price 
adjustment level of 1 1/8th- calculated as (7/8th + (7/8th * .20)), rounded to the next tradable tick. 
Given that the trade took place at 1 6/8th, the price of the trade would be adjusted to 1 1/8th. 

Example 2 

1780 July NASDQ-1 00 call options trade at 18.00. The buyer reports the trade to GCC as an error. 
GCC determines that fair value for the call options is 13.50. 

CURRENT METHOD 

The current bid/ask reasonability range in NASDAQ-1 00 options is a static 2.00 index points(+/- 1.00 
index point from the GCC-determined fair value). For a buy error, the price will be adjusted to the 
GCC-determined ask price plus the no bust range (20% of premium up to 1.00 index point with a 
minimum of 1 tick). 

Applying the current reasonability range, the reasonable market would be 12.50@ 14.50. Applying 
the no bust range would result in an adjustment level to 15.50- calculated as (14.50 + (14.50 * .20)), 
up to 1.00 index point. Since the calculation exceeds 1.00 index point, the maximum 1.00 index point 
would be added to the GCC-determined ask price of 14.50. Given that the trade took place at 18.00, 
the trade would be adjusted to 15.50. 

NEW METHOD 

Under the new method, the bid/ask reasonability allowance is the greater of: 

1) the option's delta times the underlying futures no bust range: delta of .28 * 12.00 index points 
(rounded up to the next tradable tick) = 3.35; or 

2) 20% of the GCC determined fair value premium of the option up to the underlying futures no bust 
range, with a minimum of 1.00 index point: 20% * 13.50 (rounded up to the next tradable tick)= 
2.75 

In this example, the upper reasonable offer is 15.25 (13.50 + 1.675 rounded to the next tradable tick) . 
Applying the new no bust range (20% of the reasonable offer premium up to % of the NASDAQ-1 00 
futures 12.00 index point no bust range) would result in a price adjustment level of 18.25- calculated 
as (15.25 + (15.25 * .20), rounded to the next tradable tick. Given that the trade took place at 18.00, 
the trade would stand. 

Questions regarding these changes may be directed to Giuseppe Scimeca, Associate Director, Globex 
Control Center, at 312.456.2391 or Paul Millhuff, Director, Globex Control Center at 312.715.6837. 

Option Contract Bid/Ask Reasonabilitv No Bust Ranae 

The greater of the delta times the 
Eurodollars/Euroyen underlying futures no bust range or 20% 2 minimum ticks 

of the premium up to the underlying 
futures no bust range with a minimum 

reasonability of 1 basis point 

The greater of the delta times 1 0/64ths or 
U.S. Treasuries (2, 5, 10 Year Notes) 20% of the premium up to 10/64ths with a 20% of the premium up to 2/64ths 

minimum reasonability of 2/64ths 

The greater of the delta times 12/64ths or 
30 Year Bond 20% of the premium up to 12/64ths with a 20% of the premium up to 2/64ths 

minimum reasonability of 2/64ths 
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30-Day Fed Funds 

Interest Rate Swaps (5, 7, 10, 30) 

3 Month Overnight Index Swaps 

Equities (excluding DJIA) 

DJIA 

FX 

Agricultural (excluding Grains, Oil & Meal) 

Grains 

Soybean Oil 

Soybean.Meal 

Non-Farm Payroll 

The greater of the delta times the 
underlying futures no bust range or 20% 20% of the premium up to '!. of the 

of the premium up to the underlying underlying futures no bust range 
futures no bust range with a minimum 

reasonability of 2 basis j)Oints 

The greater of the delta times the 
underlying futures no bust range or 20% 20% of the premium up to '!. of the 

of the premium up to the underlying underlying futures no bust range 
futures no bust range with a minimum 

reasonability of 5/64ths 

The greater of the delta times the 
underlying futures no bust range or 20% 20% of premium up to '!. of the underlying 

of the premium up to the underlying futures no bust range 
futures no bust range with a minimum 

reasonability of 3 basis points 

The greater of the delta times the 
underlying futures no bust range or 20% 20% of premium up to '!. of the underlying 

of the premium up to the underlying futures no bust range 
futures no bust range with a minimum 

reasonability of 1.00 index point 

The greater of the delta times the 
underlying futures no bust range or 20% 20% of premium up to '!. of the underlying 

of the premium up to the underlying futures no bust range 
futures no bust range with a minimum 

reasonability of 
1 0 index points 

The greater of the delta times the 
underlying futures no bust range or 5% of 20% of premium up to '!. of the underlying 
the premium up to the underlying futures futures no bust range 

no bust range with a minimum 
reasonability of 1 0 ticks 

The greater of the delta times the 
underlying futures no bust range or 20% 20% of premium up to '!. of the underlying 

of the premium up to the underlying futures no bust range 
futures no bust range with a minimum 

reasonability of $.005 

The greater of the delta times the 20% of premium up to '!. of the underlying 
underlying futures no bust range or 20% futures no bust range 

of the premium up to the underlying 
futures no bust range with a minimum 

reasonability of $.01 

The greater of the della times the 
underlying futures no bust range or 20% 20% of premium up to '!. of the underlying 

of the premium up to the underlying futures no bust range 
futures no bust range with a minimum 

reasonability of 
$.0005 

The greater of the delta limes the 
underlying futures no bust range or 20% 20% of premium up to '!. of the underlying 

of the premium up to the underlying futures no bust range 
futures no bust range with a minimum 

reasonability of $.50 

None None 
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Ethanol 

MGEX Options 

KCBT Options 

Random Length Lumber 

NYMEX Crude Oil, Cracks 

NYMEX Heating Oil 

NYMEX RBOB 

NYMEX Natural Gas 

COMEX Gold 

COM EX Silver 

The greater of the delta times the 
underlying futures no bust range or 20% 

of the premium up to the underlying 
futures no bust range with a minimum 

reasonability of $.02 

The greater of the delta times the 
underlying futures no bust range or 20% 

of the premium up to the underlying 
futures no bust range with a minimum 

reasonability of $.01 

The greater of the delta times the 
underlying futures no bust range or 20% 

of the premium up to the underlying 
futures no bust range with a minimum 

reasonability of $.01 

The greater of the delta times the 
underlying futures no bust range or 20% 

of the premium up to the underlying 
futures no bust range with a minimum 

reasonability of $2.00 

The greater of the delta times the 
underlying futures no bust range or 20% 

of the premium up to the underlying 
futures no bust range with a minimum 

reasonability of $.10 

The greater of the delta time the 
underlying futures no bust range or 20% 

of the premium up to the underlying 
futures no bust range with a minimum 

reasonability of $.0076 

The greater of the delta times the 
underlying futures no bust range or 20% 

of the premium up to the underlying 
futures no bust range with a minimum 

reasonability of $.0076 

The greater of the delta of the underlying 
futures no bust range or 20% of the 

premium up to the underlying futures no 
bust range with a minimum reasonability 

of $.05 

The greater of the delta times the 
underlying futures no bust range or 20% 

of the premium up to the underlying 
futures no bust range with a minimum 

reasonability of $2.00 

The greater of the delta times the 
underlying futures no bust range or 20% 

of the premium up to the underlying 
futures no bust range with a minimum 

reasonability_ of $ .05 

20% of premium up to Y. of the underlying 
futures no bust range 

20% of premium up to Y. of the underlying 
futures no bust range 

20% of premium up to Y. of the underlying 
futures no bust range 

20% of premium up to Y. of the underlying 
futures no bust range 

20% of premium up to Y. of the underlying 
futures no bust range 

20% of premium up to Y. of the underlying 
futures no bust range 

20% of premium up to Y. of the 
underlying futures no bust range 

20% of premium up to Y. of the underlying 
futures no bust range 

20% of premium up to Y. of the underlying 
futures no bust range 

20% of premium up to Y. of the underlying 
futures no bust range 
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COMEX Copper 
The greater of the delta times the 

underlying futures no bust range or 20% 20% of premium up to X of the underlying 
of the premium up to the underlying futures no bust range 

futures no bust range with a minimum 
reasonability of $.01 


