BACK GROUND ON FINANICAL MARKET
The main participation in financial market transaction are household ,business (including financial institution) and government that purchase or sell financial asset .those participants that provides funds are called SURPLUS UNIT ,while participant that enter  financial market to obtain  funds are called  DEFICIT UNIT .

The federal government commonly acts as a deficit unit. The treasury finances the budget by issuing treasury securities. The main providers of funds are household. Foreign investors also commonly invest in U.S. treasury securities, as does the Federal Reserve System (the fed)
FINANICAL FUTURES CONTRACT

· A financial futures contract is a standardized agreement to deliver or receive a specified amount of a specified financial instrument at a specified price and date

· The buyer of a futures buys the instrument while the seller delivers the instrument

· Futures are traded on organized exchanges

· The exchanges clear, settle, and guarantee all transactions that occur on the exchange

WWW.FINANICAL MARKET.COM

Futures and Option Contracts 

Futures contracts for agricultural commodities have been traded in the U.S. for more than 150 years and have been under Federal regulation since the 1920s. In recent years, trading in futures contracts has expanded rapidly beyond traditional physical and agricultural commodities into a vast array of financial instruments, including foreign currencies, U.S. and foreign government securities, and U.S. and foreign stock indices. 

In finance, a derivative is a financial instrument that is derived from an underlying asset's value; rather than trade or exchange the asset itself, market participants enter into an agreement to exchange money, assets or some other value at some future date based on the underlying asset. Examples of assets could be anything from bars of gold, to a stock, or even an interest rate. A simple example is a futures contract: an agreement to exchange the underlying asset (or equivalent cash flows) at a future date. The exact terms of the derivative (the payments between the counterparties) depend on, but may or may not exactly correspond to, the behaviour or performance of the underlying asset.

WWW.ANSWERS.COM
COMMIDITY FUTURES TRADING COMMISSION (CFTC)

· Futures are regulated by the Commodity Futures Trading Commissions (CFTC)

· Approves futures contracts and imposes regulations

How the CFTC is Organized 

The Commission consists of five Commissioners appointed by the President to serve staggered five-year terms. The President, with the consent of the Senate, designates one of the Commissioners to serve as Chairman. No more than three Commissioners at any one time may be from the same political party. 

The Chairman's staff has direct responsibility for providing information about the Commission to the public and interacting with other governmental agencies and the Congress, and for the preparation and dissemination of Commission documents. The Chairman's staff also ensures that the Commission is responsive to requests filed under the Freedom of Information Act. The Chairman's staff includes the Office of the Inspector General, which conducts audits of CFTC programs and operations, 
and the Office of International Affairs, which is the focal point for the Commission's global regulatory coordination efforts. 

The Chairman's staff is also responsible for liaison with the public, the Congress, and the media. The Office of External Affairs (OEA) is the Commission's liaison with the domestic and foreign news media, producer and market user groups, educational and academic groups and institutions, and the general public. OEA provides timely and relevant information about the Commission's regulatory mandate, the economic role of the futures markets, new market instruments, market regulation, enforcement actions, and customer protection initiatives, actions, and issues. OEA also provides assistance to members of the media and the general public accessing the CFTC's Internet website. 

The CFTC monitors markets and market participants closely by maintaining, in addition to its headquarters office in Washington, offices in cities that have futures exchanges—New York, Chicago and Kansas City.

www.cftc.gov
The Commodity Futures Trading Commission (CFTC)
 is an independent agency of the United States Government, created by Congress in 1974. It replaced the Commodity Exchange Authority. It is responsible for recording and monitoring the trading of futures contracts on United States futures exchanges. The CFTC has the authority to fine, suspend, or sue the company or individual in a federal court in cases of misconduct, fraud, or if a rulebreaking occurs.

The CFTC publishes weekly reports containing details of holdings for market-segments, which have 20 or more reportable participants. The reports are released every Friday (including data from the previous Tuesday) and contain data on open interest split by reportable and non-reportable open interest as well as commercial and non-commercial open interest. This type of report is referred to as 'Commitments-Of-Traders'-Report, COT-Report or simply COTR.

In December 2000, Congress passed the Commodity Futures Modernization Act of 2000, which instructed the Securities & Exchange Commission and the CFTC to develop a joint regulatory regime for single-stock futures, and the products subsequently began trading in November 2002.

The CFTC is to regulate commodity pools and commodity trading advisors. Many hedge funds operate as commodity pools. In an address to the Securities Industry Association in 2004, Sharon Brown-Hruska, acting director of the CFTC, said
 that 65 of the top 100 hedge funds in 2003 were commodity pools, and 50 out of the 100 largest hedge funds were CTAs in addition to being commodity pools.[1]
www.enwikipedia.org

An Important Mission in the Ever-Changing World of Finance 

The mission of the Commodity Futures Trading Commission (CFTC) is to protect market users and the public from fraud, manipulation, and abusive practices related to the sale of commodity and financial futures and options, and to foster open, competitive, and financially sound futures and option markets. 

Evolving Mission and Responsibilities 

Congress created in the CFTC in 1974 as an independent agency with the mandate to regulate commodity futures and option markets in the United States. The agency's mandate has been renewed and expanded several times since then, most recently by the Commodity Futures Modernization Act of 2000 (CFMA). Today, the CFTC assures the economic utility of 
the futures markets by encouraging their competitiveness and efficiency, ensuring their integrity, protecting market participants against manipulation, abusive trading practices, and fraud, and ensuring the financial integrity of the clearing process. Through effective oversight, the CFTC enables the futures markets to serve the important function of providing a means for price discovery and offsetting price risk. 
Major Operating Units 

Division of Clearing and Intermediary Oversight
The functions of the Division of Clearing and Intermediary Oversight include oversight of derivatives clearing organizations, financial integrity of registrants, customer fund protection, stock-index margin, registration and fitness of intermediaries, sales practice reviews, National Futures Association activities related to intermediaries, and foreign market access by intermediaries. 
Division of Market Oversight
The Division of Market Oversight has regulatory responsibility for initial recognition and continuing oversight of trade execution facilities, including new registered futures exchanges and derivatives transaction execution facilities. The regulatory functions of the Division include, among other things, market surveillance, trade practice reviews and investigations, rule enforcement reviews, review of product-related and market-related rule amendments, and associated product and market-related studies. 

Division of Enforcement
The Division of Enforcement investigates and prosecutes alleged violations of the Commodity Exchange Act and CFTC regulations. Violations may involve commodity futures or option trading on domestic commodity exchanges, or the improper marketing of commodity investments. The Division may, at the direction of the Commission, file complaints before the agency's administrative law judges or in the U.S. District Courts. Alleged criminal violations of the Commodity Exchange Act or violations of other Federal laws which involve commodity futures trading may be referred to the Justice Department for prosecution. The Division also provides expert help and technical assistance with case development and trials to U.S. Attorneys’ Offices, other Federal and state regulators, and international authorities. 
Office of Chief Economist
The Office of the Chief Economist is an independent office with responsibility for providing expert economic advice to the Commission. Its functions include policy analysis, economic research, expert testimony, education, and training. 

Office of the General Counsel

The Office of the General Counsel (OGC) is the Commission's legal advisor. OGC staff represents the Commission in appellate litigation and certain trial-level cases, including bankruptcy proceedings which involve futures industry professionals. As the Commission’s legal advisor, OGC reviews all substantive regulatory, legislative, and administrative matters presented to it and advises the Commission on the application and interpretation of the Commodity Exchange Act and other administrative statutes. OGC also assists the Commission in performing its adjudicatory functions. 

Office of the Executive Director
The Office of the Executive Director (OED) formulates and implements the management and administrative policies and functions of the agency. OED staff formulate the agency's budget, supervise the allocation and use of agency resources, promote management controls and financial integrity, and develop and maintain the agency's automated information systems. The Office of Proceedings, which is under the administrative direction of OED,
 provides an inexpensive and expeditious forum for handling customer complaints against people or firms registered with NFA through its reparations program. The Office of Proceedings also hears and decides enforcement cases brought by the Commission. 
STOCK INDEX FUTURES 
· Interest rate futures
·  are on debt securities such as T-bills, T-notes, T-bonds, and Eurodollar CDs

· Stock index futures
Are  on stock indexes

· Settlement dates are in March, June, September, and December

· Most financial futures are traded on the Chicago Board of Trade or the Chicago Mercantile Exchange

· A stock index futures contract allows for the buying and selling of a stock index for a specified price at a specified date

· Available for various stock indexes (see next slide)

· Have four settlement dates on the third Friday in March, June, September, and December

· The securities underlying the stock index futures are not deliverable; settlement occurs through a cash payment

· The net gain or loss is the difference between the futures price when the initial position was created and the value of the contract on the settlement date

· Some speculators prefer to trade stock index futures rather than actual stocks because of the smaller transaction costs
	Type of Stock Index Futures Contract
	Contract Is Valued As: 

	S&P 500 index
	$250 times index

	Mini S&P 500 index
	$50 times index

	S&P Midcap 400 index
	$500 times index

	S&P Small Cap index
	$200 times index

	NASDAQ 100 index
	$100 times index

	Mini NASDAQ 100 index
	$20 times index

	Mini NASDAQ Composite index
	$20 times index

	Nikkei 225 index
	$5 times index

	Russell 2000 index
	$500 times index


· Valuing stock index futures contracts
· The value of a stock index futures contract is highly correlated with the value of the underlying stock index

· The value of a stock index futures contract commonly varies from the value of the underlying index
· The price of index futures contracts is driven by the underlying asset and the cost of carry (the net financing cost to buy the index)

· In general, the underlying security changes by a much greater degree than the cost of carry, so changes in financial futures prices are primarily attributed to changes in the values of the underlying securities

· Valuing stock index futures contracts (cont’d)
· Indicators monitored by participants in stock index futures

· Participants in the futures market monitor indicators that may signal changes in the stock indexes

· Speculating with stock index futures

· Stock index futures can be traded to capitalize on expectations about stock market movements

· If the market is expected to increase, buy stock index futures

· If the market is expected to decrease, sell stock index futures

· Hedging with stock index futures (cont’d)
· Test of suitability of stock index futures

· Usefulness can be assessed by measuring the sensitivity of the portfolio’s performance to market movements

· Determine whether a hypothetical derivative position would have offset adverse market effects on the portfolio’s performance

· Determining the proportion of the portfolio to hedge

· Portfolio managers may be partially exposed in the event the stock price rises

· The higher the proportion of the portfolio that is hedged, the more insulated the manager’s performance is from market conditions

· Dynamic asset allocation with stock index futures
· In dynamic asset allocation, investors switch between risky and low-risk investment position in response to changing expectations

· e.g., buy stock index futures if favorable market conditions are expected

· Prices of stock index futures versus stocks

· Prices of index futures and the index can differ to some degree

· Recent studies have found a high degree of correlation between the stock index futures and the index itself

· Arbitrage with stock index futures
· Program trading in conjunction with the trading of stock index futures is known as index arbitrage

· Securities firms act as arbitrageurs and attempt to capitalize on discrepancies between prices of index futures and stocks

· Index arbitrage involves the buying or selling of stock index futures with a simultaneous opposite position in the stocks that the index comprises
· Instigated when futures prices differ significantly from the stock represented by the index

WWW.FIANAICAL MARKET.COM

COMMISSION BROKERS 

Member of an exchange who is an employee of a member firm and executes orders, as agent, on the floor of the exchange for clients. The floor broker receives an order via teletype machine from his firm's trading department, then proceeds to the appropriate trading post on the exchange floor. There he joins other brokers and the specialist in the security being bought or sold, and executes the trade at the best competitive price available. On completion of the transaction, the customer is notified through his registered representative back at the firm, and the trade is printed on the consolidated ticker tape, which is displayed electronically around the country. A floor broker should not be confused with a Floor Trader who trades as a principal for his or her own account, rather than as a broker. broker.
www.answers.com
Floor Broker Trade Comparison
The Floor Broker System facilitates the processing of trades by floor brokers. In essence, any operation allowed through rules by the floor broker regarding orders or trades can be performed with the Floor Broker System without the need for paper transfers. Its main functions are to notify floor brokers upon execution of a customer order and to allow them to modify any customer clearing information after the trade.

The user may initiate a query by entering the query criteria and sending that criteria with the press of a button. The user may select a row from a query window and have that row (and related rows) transferred to a data entry window for updates by the user.

Certain windows in the GUI use the concept of a "group" of trades. A trade group consists of all trades with the following attributes in common: options series, side, house, floor broker ID, clearing number and supplemental ID. A trade group is only valid for one side (buy or sell) of the trades. Essentially this grouping attempts to join together all trades that are associated with the same buy or sell order.

Changes to existing trades by the user are sent for validation. If the request is not valid, it refuses the request and sends back an appropriate message to the user. Validated requests are reformatted (if necessary) and passed on to the Options Trading System.
www.phlx.com
Learning the Ropes: How Futures and Options Markets Work 

A futures market, like any market, is a place where buyers and sellers meet in order to transact. For every buyer, there is a seller and for every seller, there is a buyer. Matching these two together so that a trade can be consummated requires the participation of a host of individuals and organizations, each having specific roles, which in the aggregate make the futures market the efficient mechanism that it is today. Throughout this section, reference is made solely to the futures market only for convenience and simplicity of presentation. The market for options on futures is structured in very much the same manner. commodity futures broker, futures trader, commodities futures trading, financial and commodity futures markets, paper trading, full service broker assisted accounts.
The Futures and Options Exchange
The central player of a futures market is a futures exchange. A futures exchange is a meeting place where futures contracts are bought and sold. Trading occurs against a background of regulatory surveliance and guidelines from the exchange itself and from the Commodity Futures Trading Commission (CFTC). Each exchange has its own list of products that it trades, and each product is traded in a designated futures trading pit. A trading pit is an area of floor, usually round with concentric steps leading down into the center. The trading pits are each divided into a number of sections designated for trading in particular contract months. No trading may occur outside a contract's assigned pit, nor is trading permitted at any time other than during those hours which have been designated by the exchange. (Some exchanges also use automated trading facilities or computer networks which serve as trading pits.) 

In addition to providing the market place for trading futures and regulating trading within its pits, futures exchanges also design and specify their futures contracts. Futures contracts are very specific in terms of the quality and quantity of goods underlying the contract. You may have wondered who determines these specifications. The answer is the futures exchange. Working with participants in the industry such as traders, fund managers and natural hedgers, a futures exchange designs a contract to meet the greatest need. If the exchange succeeds, it will have designed a futures product that many players can use or trade, and volume in the futures will grow. Contract specifications can sometimes be changed by the exchange, and is usually done to keep the contract viable. For this reason, it is a good idea to periodically check the specifications of the contracts that you trade or want to trade. commodity futures broker, futures trader, commodities futures trading, financial and commodity futures markets, paper trading, full service broker assisted accounts.
The Futures Broker
Buying or selling a futures contract or an option on a futures contract can only be done in one place: the trading pit on the floor of a futures exchange. To stand in a trading pit, you need to buy an exchange membership, pay annual dues, and register with various regulatory agencies. Naturally, few people would trade futures if it required that they stand in the trading pit. To solve this problem, in steps the futures broker. Your broker acts as a communication link between the trading pit and you, taking orders from you, the customer, and executing them in the futures pit.commodity futures broker, futures trader, commodities futures trading, financial and commodity futures markets, paper trading, full service broker assisted accounts.

This is the traditional path that a futures order takes as it passes through the system: 

1. You, the customer, decide to buy or sell a futures contract, perhaps based on information originating from us. 

2. You phone your order to the futures order desk of our Futures Commission Merchant (FCM). 

3. The order desk relays by telephone your order to the phone clerk on the exchange floor. 

4. The clerk writes the futures order, time stamps it, and delivers it to the executing floor broker in the trading pit. If a market order, the order is executed. If any other kind of order, it is placed in a "deck" along with other orders ready to be executed if triggered by price movements. 

5. Once executed, the floor broker informs the clerk who informs the order desk who, in turn, informs you. You now have a futures position. 

6. The FCM prepares a trade confirmation report and mails it to you. 

7. The FCM marks-to-market your futures position against the margin in your trading account.

As you can see, there are several players, each having different roles, who are involved in the process. Despite the steps involved, the process has become very efficient - orders can often be executed within a minute or two while you wait on the phone. 

You may wonder why a futures broker requires an FCM to complete this process. By law, futures brokers do not have the authority to take customer funds and hold them in deposit. Only an FCM can do this. For this reason, a futures broker needs to team up with an FCM in order to provide order execution services to its customers.commodity futures broker, futures trader, commodities futures trading, financial and commodity futures markets, paper trading, full service broker assisted accounts.

Regulation of the futures market
All futures industry-related operations, including exchanges, brokers and FCMs are regulated and licensed by the Commodity Futures Trading Commission (CFTC), a federal agency with jurisdiction over the United States commodities markets. The CFTC regulates in conjunction with the National Futures Association (NFA), the industry's only national association. The primary purpose of the NFA is to ensure, through self-regulation, high standards of professional conduct and financial responsibility on the part of the individuals and organizations that are its members: Futures Commission Merchants, Introducing Brokers, Commodity Trading Advisors, Commodity Pool Operators, and Associated Persons. In connection with its regulatory responsibilities, the NFA conducts periodic audits of its members' financial and other records, monitors sales practices and provides a mechanism for the arbitration of futures related disputes between NFA members and the investing public. 

Information on the NFA and CFTC can be directed by post to: 

www.worldinfutures.com

Trading futures

Futures are the financial instruments that are sold as well as bought at a future data and at a determined price . These are traded on the exchange known as the futures exchange." The contract made by the seller as well as the buyer is called as a future contract and the reader must understand that the future contract perform many functions ." The two major function performed by the future contract are the price risk management and the price discovery related to the given commodity . Of course, trading futures has many benefits to the different parties of future contracts as well as to the economy of the nation . Let us discuss it next. 

BENEFIT OF TRADING FUTURES
When a person trade futures, there are of course many benefits that are obtained. The produced is benefited in the way that he is able to get the price of his commodity by selling it at a predetermined price at a future date . Similarly, the consumer of the borrower gets benefited because he is able to have an idea about the price at which the commodity would be available in future . Thus, he can easily cover the risk by way of future contracts . As far as the exporters are concerned, trading in futures is also beneficial for them and in fact many exporters go for the future contracts. This is because the exporter can easily come to know about the price that would prevail in the market in future and he can easily quote his price accordingly and can easily get the export contract. Thus, in the market, where there is so much competition, the futures help a person in different ways as discussed above. Trading futures also provide other benefits apart from the hedging of the risks associated with the price fluctuation . These are the price stabilization as the future contracts dampens the frequency as well extent of price fluctuations, prevailing of the integrated price mechanism, secured as well as increased industrial as well as other activities, maintenance of balance between the supply and the demand and the encouragement of healthy competition . So, there are many benefits that are associated with trading futures . Let us now discuss some of the disadvantages as well as other aspects related to trading futures . 

DISADVANTAGES AND THE RELATED ASPECTS
If there are advantages, there are disadvantages also related to trading futures. This is because there are many speculators with mollified intentions that can bring about the drastic breakdown of the whole trading activities in futures. In the past, many scams have been unearthed regarding trading futures and on many occasions, various persons associate with it have lost huge amounts. Thus, it is very necessary to stop all the frauds as well as other scams related to trading in futures . There are of course many steps related to trading futures that can be taken like the open position of an individual operator can easily be limited in order to avoid over trading. Similarly, there can also be the weekly or daily limits on the price fluctuations so that no frauds are committed . Apart from the above, there are of course certain aspects of trading futures that need to be understood properly. First of all, it must be understood at the very outset that trading futures cannot be done by any person. This is because trading futures is of course a complex, risky as well as volatile business . There are many price fluctuations that are observed in trading futures and a person must be knowledgeable as well as prudent to go for trading futures . 

Thus, before any person gets involved in the trading futures, he must look into certain aspects and only then; he should go for the trading futures. First of all, a person must ensure how much he can lose as per his financial status . This is because there is every likely that a person may lose a good amount of money when he starts trading futures. Also, he should think about his experience regarding trading futures as well as his goals. Once he is decided to go for trading futures, he must try to understand completely the concept of futures trading . This is because trading in stocks and trading futures are two different aspects and many a times, it has been noticed that a person who is a good stock trader, cannot repeat the same when he goes for trading futures . Thus, complete information as well as knowledge is required for trading futures . He must also understand about his total exposure to risk by asking the same from his broker etc so that he can know how much he can loose . The above aspects must be taken care of by any person who wishes to trade in future . Also, most of the players that are involved in trading futures are the commercial or the institutional buyers or the users of the commodity they use . Apart from the above, there are also participants that wish to make good money by way of trading futures . Of course there are also individuals that are involved in trading futures but they are quite knowledgeable . A person can easily join any of the institutes providing courses as well as elementary knowledge about trading futures . This would help him in understanding trading futures in a better way . 
THUS, TRADING FUTURES REQUIREMENTS ARE THERE 

So, it can be said that trading futures requires many things on the part of person as discussed above. Any person who wishes to go for the trading futures must understand this and he must equip himself fully before approaching any broker for the same. Trading futures of course has many advantages, which can be easily had only when a person understands the concept of trading futures completely . However, a person must be aware of certain aspects. Like if he is told by any broker etc that he can get huge returns of money by going for trading futures, he should not at all believe this . Trading futures is one of the most volatile activities a person can resort to regarding trading in stocks, futures and options. Also, if he is advised to borrow money, it should never be easily resorted to. 
www.haveninternet.com
The Economic Purpose of Futures Markets



Many people think that futures markets are just about speculating or “gambling.” While it is true that futures markets can be used for speculating, that is not the primary reason for their existence. Futures markets are actually designed as vehicles for hedging and risk management, that is, to help people avoid “gambling” when they don’t want to. For example, a wheat farmer who plants a crop is, in effect, betting that the price of wheat won’t drop so low that the farmer would have been better off not planting at all. This bet is inherent to the farming business, but the farmer may prefer not to make it. The farmer can hedge this bet by selling a wheat futures contract. This document discusses how futures markets work and how they are used for both hedging and speculating.

Forward contracts are primarily merchandising vehicles, whereby both parties expect to make or take delivery of the commodity on the agreed upon date. It is difficult to get out of a forward contract unless you can get your counterparty to agree to extinguish the contract. To enter into a forward contract, it is also necessary to find someone who wants to buy exactly what you want to sell when and where you want to sell it. As such, forward contracts are commonly used as merchandising vehicles in a variety of commodity and currency markets; however, forward contracts lack certain features that make futures contracts especially useful for hedging.

Futures Contracts
Futures contracts are very similar to forward contracts, but futures contracts typically have certain features that make them more useful for hedging and less useful for merchandising than forward contracts. These include the ability to extinguish positions through offset (as discussed below), rather than actual delivery of the commodity, and standardization of contract terms.

Futures contracts typically are traded on organized exchanges in a wide variety of physical commodities (including grains, metals, and petroleum products) and financial instruments (such as stocks, bonds, and currencies). Before around 1970, most futures trading was in agricultural commodities, such as corn and wheat. Today, there are successful futures markets in a variety of non-agricultural commodities, including metals such as gold, silver, and copper and fossil fuels such as crude oil and natural gas. The most widely traded futures contracts are in financial instruments, such as interest rates, foreign currencies, and stock indexes. Single-stock futures were banned in the United States for many years but began trading in November 2002. Traditionally, futures contracts have been traded in an open outcry environment where traders and brokers in brightly colored jackets shout bids and offers in a trading pit or ring. As of 2004, open outcry is still the primary method of trading agricultural and other physical commodity futures in the U.S., but trading in many financial futures in the U.S. has been migrating to electronic trading platforms (where market participants post their bids and offers on a computerized trading system). Almost all futures trading outside the U.S. is now conducted on electronic platforms.

Futures contracts have standardized terms that are determined by the exchange, rather than by market participants. Standardized terms include, the amount of the commodity to be delivered (the contract size), delivery months, the last trading day, the delivery location or locations, and acceptable qualities or grades of the commodity. For example, the Chicago Board of Trade (CBOT) wheat futures contract provides for delivery of 5,000 bushels of any of several varieties of wheat during March, May, July, September, or December in Chicago or any of several other specified delivery locations. The exchange specifies that different varieties and grades can be delivered at various fixed differentials (premiums or discounts) to the contract price. This standardization enhances liquidity, by making it possible for large numbers of market participants to trade the same instrument. This liquidity makes the contract more useful for hedging, but, on the other hand, the standardization reduces the usefulness of a futures contract as a merchandising vehicle. For example, a Nebraska farmer who wants to deliver wheat to his or her elevator near Omaha, might find the CBOT wheat futures contract useful for hedging, but would not want to make delivery on the futures contract, since the closest CBOT wheat futures delivery point is in St. Louis. Instead, he or she will buy back or offset the contract before the last trading day and sell the wheat on the spot market locally, as they would have if they had not used the futures market. Most futures contracts (by volume), thus, are liquidated via offset and do not result in delivery. The purpose of the physical delivery provision is to ensure convergence between the futures price and the cash market price.

Futures trades that are made on an exchange are cleared through a clearing organization (clearing house), which acts as the buyer to all sellers and the seller to all buyers. When you buy or sell a futures contract, you are technically buying from, or selling to, the clearing organization rather than the party with whom you executed the transaction on the trading floor or through an electronic trading platform. Thus, since you ultimately buy and sell from the same party, if you buy a futures contract and subsequently sell it (probably to a different party than you bought it from but technically back to the clearing house), you have offset your position and the contract is extinguished. Compare this to the forward market: If you buy a forward contract and then sell an identical forward contract to a different person, you now have obligations under two contracts -- one long and one short.

Futures traders are not required to put up the entire value of a contract. Rather, they are required to post a margin that is typically between 2 percent and 10 percent of the total value of the contract. Unlike stock margins, margins in the futures markets are not down payments, but are performance bonds that are designed to ensure that traders can meet their financial obligations. When a futures trader enters into a futures position, he or she is required to post initial margin of an amount specified by the exchange or clearing organization. Thereafter, the position is "marked to the market" daily. If the futures position loses value (i.e., if the market moves against it – e.g., you're buying and the market goes down), the amount of money in the margin account will decline accordingly. If the amount of money in the margin account falls below the specified maintenance margin (which is set at a level less than or equal to the initial margin), the futures trader will be required to post additional variation margin to bring the account up the initial margin level. On the other hand, if the futures position is profitable, the profits will be added to the margin account. It should be noted that futures commission merchants (FCMs) often require their customers to maintain funds in their margin accounts that exceed the exchange-specified levels.
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Its a volatile world. Be ready to trade when markets react. Lind-Waldock. 
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	30 Year T-Bond (E) (ZBU7)
	Sep 07
	110-21
	+0-14
	110-01
	110-23
	109-29
	14:09
	  Q   C   O  

	30 Year T-Bond (E) (ZBZ7)
	Dec 07
	110-20
	+0-16
	109-30
	110-20
	109-29
	14:08
	  Q   C   O  

	10 Year T-Note (E) (ZNU7)
	Sep 07
	107-285
	+0-135
	107-110
	107-300
	107-090
	14:09
	  Q   C   O  

	10 Year T-Note (E) (ZNZ7)
	Dec 07
	107-245
	+0-150
	107-060
	107-250
	107-060
	14:09
	  Q   C   O  

	5 Year T-Note (E) (ZFU7)
	Sep 07
	105-260
	+0-125
	105-115
	105-265
	105-075
	14:09
	  Q   C   O  

	5 Year T-Note (E) (ZFZ7)
	Dec 07
	105-235
	+0-095
	105-105
	105-245
	105-105
	14:08
	  Q   C   O  

	2 Year T-Note (E) (ZTU7)
	Sep 07
	102-192
	+0-055
	102-125
	102-195
	102-100
	14:09
	  Q   C   O  

	2 Year T-Note (E) (ZTZ7)
	Dec 07
	102-242
	+0-057
	102-192
	102-242
	102-192
	14:09
	  Q   C   O  

	10-Year Swaps (E) (SRU7)
	Sep 07
	104-080
	+0-100
	103-305
	104-080
	103-285
	13:59
	  Q   C   O  

	10-Year Swaps (E) (SRZ7)
	Dec 07
	103-300
	+0-045
	103-300
	103-300
	103-300
	08/02/07
	  Q   C   O  

	5-Year Swaps (E) (SAU7)
	Sep 07
	103-175
	+0-100
	103-060
	103-180
	103-055
	13:59
	  Q   C   O  

	5-Year Swaps (E) (SAZ7)
	Dec 07
	103-075
	+0-005
	103-075
	103-075
	103-075
	08/02/07
	  Q   C   O  

	30 Day Fed Funds (E) (ZQU7)
	Sep 07
	94.8200
	+0.0350
	94.7850
	94.8200
	94.7800
	14:09
	  Q   C   O  

	30 Day Fed Funds (E) (ZQZ7)
	Dec 07
	95.0500
	+0.0850
	94.9650
	95.0500
	94.9600
	14:09
	  Q   C   O  

	Eurodollar (E) (GEU7)
	Sep 07
	94.7850
	+0.0450
	94.7350
	94.7950
	94.7250
	14:09
	  Q   C   O  

	Eurodollar (E) (GEZ7)
	Dec 07
	95.0250
	+0.0950
	94.9250
	95.0250
	94.9050
	14:09
	  Q   C   O  

	1-Month Libor (E) (GHQ7)
	Aug 07
	94.6925
	+0.0150
	94.6750
	94.6925
	94.6750
	14:07
	  Q   C   O  

	Euroyen Tibor (E) (GJU7)
	Sep 07
	99.160
	+0.010
	99.160
	99.165
	99.160
	14:03
	  Q   C   O  

	30 Year T-Bond (USU7)
	Sep 07
	110-20
	+0-13
	110-03
	110-22
	109-30
	08/03/07
	  Q   C   O  

	10 Year T-Note (TYU7)
	Sep 07
	107-280
	+0-130
	107-125
	107-300
	107-105
	08/03/07
	  Q   C   O  

	5 Year T-Note (FVU7)
	Sep 07
	105-250
	+0-115
	105-110
	105-260
	105-080
	08/03/07
	  Q   C   O  

	2 Year T-Note (TUU7)
	Sep 07
	102-187
	+0-050
	102-122
	102-190
	102-110
	08/03/07
	  Q   C   O  

	10-Year Swaps (NIU7)
	Sep 07
	104-080
	+0-100
	104-015
	104-080
	104-015
	08/03/07
	  Q   C   O  

	5-Year Swaps (NJU7)
	Sep 07
	103-175
	+0-100
	103-145
	103-175
	103-145
	08/03/07
	  Q   C   O  

	30 Day Fed Funds (FFU7)
	Sep 07
	94.8150
	+0.0300
	94.7850
	94.8150
	94.7850
	14:01
	  Q   C   O  

	Eurodollar (EDU7)
	Sep 07
	94.7800
	+0.0400
	94.7300
	94.7950
	94.7250
	08/03/07
	  Q   C   O  

	1-Month Libor (EMQ7)
	Aug 07
	94.6875
	+0.0100
	94.6800
	94.6900
	94.6750
	14:03
	  Q   C   O  

	Euroyen Tibor (EYU7)
	Sep 07
	99.160
	+0.010
	99.160
	99.165
	99.160
	14:03
	  Q   C   O  
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Futures margin

In the futures market, margin has a definition distinct from its definition in the stock market, where margin is the use of borrowed money to purchase securities. In the futures market, margin refers to the initial deposit of  "good faith" made into an account in order to enter into a futures contract. This margin is referred to as good faith because it is this money that is used to debit any day-to-day losses. 


When you open a futures contract, the futures exchange will state a minimum amount of money that you must deposit into your account. This original deposit of money is called the initial margin. When your contract is liquidated, you will be refunded the initial margin plus or minus any gains or losses that occur over the span of the futures contract. In other words, the amount in your margin account changes daily as the market fluctuates in relation to your futures contract. The minimum-level margin is determined by the futures exchange and is usually 5% to 10% of the futures contract. These predetermined initial margin amounts are continuously under review: at times of high market volatility, initial margin requirements can be raised. 

The initial margin is the minimum amount required to enter into a new futures contract, but the maintenance margin is the lowest amount an account can reach before needing to be replenished. For example, if your margin account drops to a certain level because of a series of daily losses, brokers are required to make a margin call and request that you make an additional deposit into your account to bring the margin back up to the initial amount. 

Let's say that you had to deposit an initial margin of $1,000 on a contract and the maintenance margin level is $500. A series of losses dropped the value of your account to $400. This would then prompt the broker to make a margin call to you, requesting a deposit of at least an additional $600 to bring the account back up to the initial margin level of $1,000. 

Word to the wise: when a margin call is made, the funds usually have to be delivered immediately. If they are not, the brokerage can have the right to liquidate your position completely in order to make up for any losses it may have incurred on your behalf. 

	Conclusion
Volume and open interest are integral measures to guide one's trading decision on the futures markets, but as always, these indicators should be considered in relation to extraneous market events.

All the very best in your trading endeavors!
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