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SFE TO INTRODUCE 10 POINT STRIKE PRICE INTERVALS ON 3 YEAR AND 10 YEAR
TREASURY BOND OPTIONS

As part of the ongoing development of the SFE interest rate options market, the strike price intervals for 3 Year
and 10 Year Treasury Bond Options (serial and quarterly) will be reduced from 25 points to 10 points following the
expiry of the December 2002 contracts.  The change to the strike price intervals is subject to regulatory approval
and the timing of the implementation is subject to the successful completion of systems testing.

Market consultation undertaken earlier this year highlighted the requirement to reduce the strike price intervals.  In
the current economic climate, interest rate movements over time have narrowed; resulting in a reduced number of
option strikes being actively traded.  Narrower strike price intervals will provide a more precise hedging facility and
is expected to provide the market with additional trading opportunities.

Implementation Approach
To facilitate the implementation of the 10 point strike price intervals as quickly as possible, SFE will delay the
listing of the January 2003, February 2003 and March 2003 3 Year and 10 Year Treasury Bond Options
until trade date 17 December 2002 (5.10pm 16 December 2002).  As a result no forward months will be available
leading up to the December 2002 expiry.  This will permit SFE to list these contracts with 10 point strike intervals
under the existing commodity codes YT and XT rather than disrupting trading further by listing new commodity
codes.  It is expected that this implementation approach will require little, if any, system changes for market users
and system providers.

A high level implementation approach is outlined below. Processes highlighted in bold differ from normal
procedures.

Calendar Date Calendar Event 10 Point Strike Intervals Implementation Process
16 September 2002 September 2002 Futures and

Options expire at 12pm
− September 2002 Futures and Options contracts (25

point strike price intervals) are de-listed
− March 2003 Futures are listed
− March 2003 Options will not be listed
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15 October 2002 October 2002 Serial Options
expire at 12.30pm

− October 2002 Options (25 point strike price intervals)
are de-listed

− January 2003 Options will not be listed
15 November 2002 November 2002 Serial

Options expire at 12.30pm
− November 2002 Options (25 point strike price

intervals) are de-listed
− February 2003 Options will not be listed

16 December 2002 December 2002 Futures and
Options expire at 12pm

− December 2002 Futures and Options(25 point strike
price intervals) are de-listed

− January 2003, February 2003, March 2003 Options
will be listed with 10 point strike price intervals

− June 2003 Futures and Options will be listed with 10
point strike price intervals

90 Day Bank Bill Options
SFE is currently investigating the most appropriate approach for the implementation of narrower strike price
intervals on the 90 Day Bank Bill Options contracts.  This approach will be discussed and refined with market users
over the next few weeks.  Once a satisfactory solution has been identified, the market will be notified in due course.

Further Information
For Interest Rate Product related matters please contact:
Kristye Van de Geer
Assistant Manager, Interest Rate Products
Phone: +612 9256 0489 or email kvandege@sfe.com.au

For Trading related matters please contact:
David Raper
Manager, Trading Operations
Phone: +612 9256 0554 or email draper@sfe.com.au

For Third Party Vendor related matters please contact:
Paul Stonham
Manager, Access and Distribution
Phone: +612 9256 0152 or email Interface Support at interface@sfe.com.au

Peter Hiom
General Manager, Strategy & Business Development

SFE takes no responsibility for any errors or omissions contained in this bulletin and will not be liable for any reason including without
limitation negligence, for losses, consequential or otherwise, arising from or in connection with decisions made in reliance upon this
information.  This information does not substitute for the Business Rules and in the case of inconsistency the Business Rules prevail.  Before
acting on any matter contained in this bulletin readers should discuss the matter with their own professional advisers.
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