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Uniform Futures and Options on Futures 
Risk Disclosures*

                                                           
* This Risk Disclosure Booklet is intended to assist U.S.-based firms that are registered with the 
U.S. Commodity Futures Trading Commission (“CFTC”) as “Futures Commission Merchants” in 
delivering certain required disclosures to their customers under CFTC, self-regulatory 
organization, and exchange rules.  FCMs doing business on non-U.S. exchanges or with non-U.S. 
customers may be required to give additional disclosures that are not included in this Booklet.  
Neither this Booklet nor any of the disclosures contained herein is intended to constitute legal or 
regulatory advice.  FIA specifically disclaims any legal responsibility for any errors or omissions 
and disclaims any liability for any losses or damages incurred through the use of this Booklet or 
the disclosures contained herein.  FIA undertakes no obligations to update this Booklet following 
the date of publication. 
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FIA COMBINED DISCLOSURE STATEMENT 

 

The risk of loss in trading commodity futures contracts can be substantial. You should, 
therefore, carefully consider whether such trading is suitable for you in light of your 
circumstances and financial resources. You should be aware of the following points:  

 

FUTURES 

(1)  You may sustain a total loss of the funds that you deposit with your broker to establish 
or maintain a position in the commodity futures market, and you may incur losses beyond these 
amounts. If the market moves against your position, you may be called upon by your broker to 
deposit a substantial amount of additional margin funds, on short notice, in order to maintain 
your position. If you do not provide the required funds within the time required by your broker, 
your position may be liquidated at a loss, and you will be liable for any resulting deficit in your 
account.  

(2)  The funds you deposit with a futures commission merchant for trading futures 
positions are not protected by insurance in the event of the bankruptcy or insolvency of the 
futures commission merchant, or in the event your funds are misappropriated.  

(3)  The funds you deposit with a futures commission merchant for trading futures 
positions are not protected by the Securities Investor Protection Corporation even if the 
futures commission merchant is registered with the  
Securities and Exchange Commission as a broker or dealer.  

(4)  The funds you deposit with a futures commission merchant are generally not 
guaranteed or insured by a derivatives clearing organization in the event of the bankruptcy or 
insolvency of the futures commission merchant, or if the futures commission merchant is 
otherwise unable to refund your funds. Certain derivatives clearing organizations, however, 
may have programs that provide limited insurance to customers. You should inquire of your 
futures commission merchant whether your funds will be insured by a derivatives clearing 
organization and you should understand the benefits and limitations of such insurance 
programs.  

(5)  The funds you deposit with a futures commission merchant are not held by the futures 
commission merchant in a separate account for your individual benefit. Futures commission 
merchants commingle the funds received from customers in one or more accounts and you may 
be exposed to losses incurred by other customers if the futures commission merchant does not 
have sufficient capital to cover such other customers' trading losses.  

(6)  The funds you deposit with a futures commission merchant may be invested by the 
futures commission merchant in certain types of financial instruments that have been 
approved by the Commission for the purpose of such investments. Permitted investments are 
listed in Commission Regulation 1.25 and include: U.S. government securities; municipal 
securities; money market mutual funds; and certain corporate notes and bonds. The futures 
commission merchant may retain the interest and other earnings realized from its investment 



of customer funds. You should be familiar with the types of financial instruments that a futures 
commission merchant may invest customer funds in.  

(7)  Futures commission merchants are permitted to deposit customer funds with 
affiliated entities, such as affiliated banks, securities brokers or dealers, or foreign brokers. You 
should inquire as to whether your futures commission merchant deposits funds with affiliates 
and assess whether such deposits by the futures commission merchant with its affiliates 
increases the risks to your funds.  

(8)  You should consult your futures commission merchant concerning the nature of the 
protections available to safeguard funds or property deposited for your account.  

(9)  Under certain market conditions, you may find it difficult or impossible to liquidate a 
position. This can occur, for example, when the market reaches a daily price fluctuation limit 
(“limit move”).  

(10)  All futures positions involve risk, and a “spread” position may not be less risky than an 
outright “long” or “short” position.  

(11)  The high degree of leverage (gearing) that is often obtainable in futures trading 
because the small margin requirements can work against you as well as for you. Leverage 
(gearing) can lead to large losses as well as gains.  

(12)  In addition to the risks noted in the paragraphs enumerated above, you should be 
familiar with the futures commission merchant you select to entrust your funds for trading 
futures positions. The Commodity Futures Trading Commission requires each futures 
commission merchant to make publicly available on its Web site firm specific disclosures and 
financial information to assist you with your assessment and selection of a futures commission 
merchant. Information regarding this futures commission merchant may be obtained by visiting 
our Web site, [Web site address]. 

 

OPTIONS 

Variable degree of risk 

(13)  Transactions in options carry a high degree of risk. Purchasers and seller of options 
should familiarize themselves with the type of option (i.e., put or call) which they contemplate 
trading and the associated risks. You should calculate the extent to which the value of the 
options must increase for your position to become profitable, taking into account the premium 
and all transaction costs. 

(14)  The purchaser of options may offset or exercise the options or allow the options to 
expire. The exercise of an option results either in a cash settlement or in the purchaser 
acquiring or delivering the underlying interest. If the option is on a future, the purchaser will 
acquire a futures position with associated liabilities for margin (see the section on Futures 
above). If the purchased options expire worthless, you will suffer a total loss of your investment 
which will consist of the option premium plus transaction costs. If you are contemplating 
purchasing deep-out-of-the-money options, you should be aware that the chance of such 



options becoming profitable is ordinarily remote. 

(15)  Selling ('writing' or 'granting') an option generally entails considerably greater risk 
than purchasing options. Although the premium received by the seller is fixed, the seller may 
sustain a loss well in excess of that amount. The seller will be liable for additional margin to 
maintain the position if the market moves unfavorably. The seller will also be exposed to the 
risk of the purchaser exercising the option and the seller will be obligated to either settle the 
option in cash or to acquire or deliver the underlying interest. If the option is on a future, the 
seller will acquire a position in a future with associated liabilities for margin (see the section on 
Futures above). If the position is 'covered' by the seller holding a corresponding position in the 
underlying interest or a future or another option, the risk may be reduced. If the option is not 
covered, the risk of loss can be unlimited. 

(16)  Certain exchanges in some jurisdictions permit deferred payment of the option 
premium, exposing the purchaser to liability for margin payments not exceeding the amount 
of the premium.  The purchaser is still subject to the risk of losing the premium and 
transaction costs. When the option is exercised or expires, the purchaser is responsible for any 
unpaid premium outstanding at that time. 

 

ADDITIONAL RISKS COMMON TO FUTURES AND OPTIONS 

Terms and conditions of contracts 

(17)  You should ask the firm with which you deal about the term and conditions of the 
specific futures or options which you are trading and associated obligations (e.g., the 
circumstances under which you may become obligated to make or take delivery of the 
underlying interest of a futures contract and, in respect of options, expiration dates and 
restrictions on the time for exercise). Under certain circumstances the specifications of 
outstanding contracts (including the exercise price of an option) may be modified by the 
exchange or clearing house to reflect changes in the underlying interest. 

Suspension or restriction of trading and pricing relationships 

(18)  Market conditions (e.g., illiquidity) and/or the operation of the rules of certain 
markets (e.g., the suspension of trading in any contract or contract month because of price 
limits or 'circuit breakers') may increase the risk of loss by making it difficult or impossible to 
effect transactions or liquidate/offset positions. If you have sold options, this may increase the 
risk of loss. 

(19)  Further, normal pricing relationships between the underlying interest and the 
future, and the underlying interest and the option may not exist. This can occur when, for 
example, the futures contract underlying the option is subject to price limits while the 
option is not. The absence of an underlying reference price may make it difficult to judge 'fair' 
value. 

 

 



Deposited cash and property 

(20)  You should familiarize yourself with the protections accorded money or other 
property you deposit for domestic and foreign transactions, particularly in the event of a firm 
insolvency or bankruptcy. The extent to which you may recover your money or property may 
be governed by specified legislation or local rules. In some jurisdictions, property which has 
been specifically identifiable as your own will be pro-rated in the same manner as cash for 
purposes of distribution in the event of a shortfall. 

Commission and other charges 

(21)  Before you begin to trade, you should obtain a clear explanation of all 
commission, fees and other  
charges for which you will be liable. These charges will affect your net profit (if any) or 
increase your loss. 

Currency risks 

(22)  The profit or loss in transactions in foreign currency-denominated contracts 
(whether they are traded in your own or another jurisdiction) will be affected by fluctuations 
in currency rates where there is a need to convert from the currency denomination of the 
contract to another currency. 

Trading facilities 

(23)  Most open-outcry and electronic trading facilities are supported by computer-
based component systems for the order-routing, execution, matching, registration or clearing 
of trades. As with all facilities and systems, they are vulnerable to temporary disruption or 
failure. Your ability to recover certain losses may be subject to limits on liability imposed by 
the system provider, the market, the clearing house and/or member firms. Such limits may 
vary; you should ask the firm with which you deal for details in this respect. 

Electronic trading 

(24)  Trading on an electronic trading system may differ not only from trading in an open-
outcry market but also   from trading on other electronic trading systems. If you undertake 
transactions on an electronic trading system, you will be exposed to risk associated with the 
system including the failure of hardware and software. The result of any system failure may be 
that your order is either not executed according to your instructions or is not executed at all. 

Off-exchange transactions 

(25)  In some jurisdictions, and only then in restricted circumstances, firms are 
permitted to effect off-exchange transactions. The firm with which you deal may be acting as 
your counterparty to the transaction. It may be difficult or impossible to liquidate an 
existing position, to assess the value, to determine a fair price or to assess the exposure to risk. 
For these reasons, these transactions may involve increased risks. Off-exchange transactions 



may be less regulated or subject to a separate regulatory regime.  Before you undertake 
such transactions, you should familiarize yourself with applicable rules and attendant risks.  

 

ALL OF THE POINTS NOTED ABOVE APPLY TO ALL FUTURES TRADING WHETHER 
FOREIGN OR DOMESTIC. IN ADDITION, IF YOU ARE CONTEMPLATING TRADING 
FOREIGN FUTURES OR OPTIONS CONTRACTS, YOU SHOULD BE AWARE OF THE 
FOLLOWING ADDITIONAL RISKS:  

(26)  Foreign futures transactions involve executing and clearing trades on a foreign 
exchange. This is the case even if the foreign exchange is formally “linked” to a domestic 
exchange, whereby a trade executed on one exchange liquidates or establishes a position on 
the other exchange. No domestic organization regulates the activities of a foreign exchange, 
including the execution, delivery, and clearing of transactions on such an exchange, and no 
domestic regulator has the power to compel enforcement of the rules of the foreign exchange 
or the laws of the foreign country. Moreover, such laws or regulations will vary depending on 
the foreign country in which the transaction occurs. For these reasons, customers who trade on 
foreign exchanges may not be afforded certain of the protections which apply to domestic 
transactions, including the right to use domestic alternative dispute resolution procedures. In 
particular, funds received from customers to margin foreign futures transactions may not be 
provided the same protections as funds received to margin futures transactions on domestic 
exchanges. Before you trade, you should familiarize yourself with the foreign rules which will 
apply to your particular transaction.  

(27)  Finally, you should be aware that the price of any foreign futures or option contract 
and, therefore, the potential profit and loss resulting therefrom may be affected by any 
fluctuation in the foreign exchange rate between the time the order is placed and the foreign 
futures contract is liquidated or the foreign option contract is liquidated or  
exercised.  

 

THIS BRIEF STATEMENT CANNOT, OF COURSE, DISCLOSE ALL THE RISKS AND OTHER 
ASPECTS OF THE COMMODITY MARKETS.  

 

I hereby acknowledge that I have received and understood this risk disclosure document. 

 
 

Date: _____________ Signature:  ___________________________________ 
 

Print Name: __________________________________  
 
 
 

Date: _____________ Signature:  ___________________________________ 
 

Print Name: __________________________________ 



 

 

 
CROSS TRADE CONSENT 

 
[Name of Clearing Firm], its officers, directors, employees or affiliates or other customers of 
[Name of Clearing Firm] or of the servicing floor broker may be from time to time on the 
opposite side of orders for physicals or for purchase or sale of futures contracts and option 
contracts placed for your Account in conformity with regulations of the Commodity Futures 
Trading Commission and the by-laws, rules and regulations of the applicable market (and its 
clearing organization, if any) on which such order is executed.



 

 

 
ELECTRONIC TRADING AND ORDER ROUTING SYSTEMS DISCLOSURE STATEMENT* 

 Electronic trading and order routing systems differ from traditional open outcry pit trading 
and manual order routing methods.  Transactions using an electronic system are subject to the 
rules and regulations of the exchange(s) offering the system and/or listing the contract.  Before 
you engage in transactions using an electronic system, you should carefully review the rules and 
regulations of the exchange(s) offering the system and/or listing contracts you intend to trade. 

DIFFERENCES AMONG ELECTRONIC TRADING SYSTEMS 

 Trading or routing orders through electronic systems vary widely among the different 
electronic systems.  You should consult the rules and regulations of the exchange offering the 
electronic system and/or listing the contract traded or order routed to understand, among other 
things, in the case of trading systems, the system’s order matching procedure, opening and closing 
procedures and prices, error trade policies, and trading limitations or requirements; and in the 
case of all systems, qualifications for access and grounds for termination and limitations on the 
types of orders that may be entered into the system.  Each of these matters may present different 
risk factors with respect to trading on or using a particular system.  Each system may also present 
risks related to system access, varying response times, and security.  In the case of internet-based 
systems, there may be additional types of risks related to system access, varying response times 
and security, as well as risks related to service providers and the receipt and monitoring of 
electronic mail. 

RISK ASSOCIATED WITH SYSTEM FAILURE 

 Trading through an electronic trading or order routing system exposes you to risks 
associated with system or component failure.  In the event of system or component failure, it is 
possible that, for a certain time period, you may not be able to enter new orders, execute existing 
orders, or modify or cancel orders that were previously entered.  System or component failure 
may also result in loss of orders or order priority.   

SIMULTANEOUS OPEN OUTCRY PIT AND ELECTRONIC TRADING 

 Some contracts offered on an electric trading system may be traded electronically and 
through open outcry during the same trading hours.  You should review the rules and regulations 
of the exchange offering the system and/or listing the contract to determine how orders that do 
not designate a particular process will be executed. 

LIMITATION OF LIABILITY 

 Exchanges offering an electronic trading or order routing system and/or listing the 
contract may have adopted rules to limit their liability, the liability of Futures Commission 
Merchants, and software and communication system vendors and the amount of damages you 
may collect for system failure and delays.  These limitations of liability provisions vary among the 
exchanges.  You should consult the rules and regulations of the relevant exchanges(s) in order to 
understand these liability limitations.

                                                           
* Each exchange’s relevant rules are available upon request from the industry professional with whom you 
have an account.  Some exchanges’ relevant rules also are available on the exchange’s internet home page. 



 

 

 
DISCLOSURE OF 

FUTURES COMMISSION MERCHANT 
MATERIAL CONFLICTS OF INTEREST 

 
The purpose of this document is to provide you with information about some of the 

material conflicts of interest that may arise between you and INSERT NAME OF FUTURES 
COMMISSION MERCHANT (“[FCM]”) in connection with FCM performing services for you 
with respect to futures, options on futures, swaps (as defined in the Commodity Exchange Act), 
forwards or other commodity derivatives (“Contracts”). Conflicts of interests can arise in 
particular when FCM has an economic or other incentive to act, or persuade you to act, in a way 
that favors FCM or its affiliates. 

Under applicable law, including regulations of the Commodity Futures Trading 
Commission (“CFTC”), not all swaps are required to be executed on an exchange or swap 
execution facility (each, a “Trading Facility”), even if a Trading Facility lists the swap for 
trading. In such circumstances, it may be financially advantageous for FCM or its affiliate to 
execute a swap with you bilaterally in the over-the-counter market rather than on a Trading 
Facility and, to the extent permitted by applicable law, we may have an incentive to persuade 
you to execute your swap bilaterally. 

Applicable law may permit you to choose the CFTC-registered derivatives clearing 
organization (“Clearing House”) to which you submit a swap for clearing. You should be 
aware that FCM may not be a member of, or may not otherwise be able to submit your 
swap to, the Clearing House of your choice. FCM consequently has an incentive to persuade 
you to use a Clearing House of which FCM or its affiliate is a member. 

You also should be aware that FCM or its affiliate may own stock in, or have some other 
form of ownership interest in, one or more U.S. or foreign Trading Facilities or Clearing 
Houses where your transactions in Contracts may be executed and/or cleared. As a result, 
FCM or its affiliate may receive financial or other benefits related to its ownership interest 
when Contracts are executed on a given Trading Facility or cleared through a given 
Clearing House, and FCM would, in such circumstances, have an incentive to cause 
Contracts to be executed on that Trading Facility or cleared by that Clearing House. In 
addition, employees and officers of FCM or its affiliate may also serve on the board of 
directors or on one or more committees of a Trading Facility or Clearing House. 

In addition, Trading Facilities and Clearing Houses may from time to time have in place 
other arrangements that provide their members or participants with volume, market-making 
or other discounts or credits, may call for members or participants to pre-pay fees based 
on volume thresholds, or may provide other incentive or arrangements that are intended to 
encourage market participants to trade on or direct trades to that Trading Facility or Clearing 
House. FCM or its affiliate may participate in and obtain financial benefits from such incentive 
programs. 

When we provide execution services to you (either in conjunction with clearing services 
or in an execution-only capacity), we may direct orders to affiliated or unaffiliated market-
makers, other executing firms, individual brokers or brokerage groups for execution.  When 
such affiliated or unaffiliated parties are used, they may, where permitted, agree to price 
concessions, volume discounts or refunds, rebates or similar payments in return for receiving 
such business. Likewise, where permitted by law and the rules of the applicable Trading Facility, 



we may solicit a counterparty to trade opposite your order or enter into transactions for its 
own account or the account of other counterparties that may, at times, be adverse to your 
interests in a Contract. In such circumstances, that counterparty may make payments and/or 
pay a commission to FCM in connection with that transaction. The results of your transactions 
may differ significantly from the results achieved by us for our own account, our affiliates, or for 
other customers. 

In addition, where permitted by applicable law (including, where applicable, the rules 
of the applicable Trading Facility), FCM, its directors, officers, employees and affiliates may act 
on the other side of your order or transaction by the purchase or sale for an account, or the 
execution of a transaction with a counterparty, in which FCM or a person affiliated with FCM 
has a direct or indirect interest, or may a ffect any such order with a counterparty that 
provides FCM or its affiliates with discounts related to fees for Contracts or other products. 
In cases where we have offered you a discounted commission or clearing fee for Contracts 
executed through FCM as agent or with FCM or its affiliate acting as counterparty, FCM or 
its affiliate may be doing so because of the enhanced profit potential resulting from acting 
as executing broker or counterparty. 

FCM or its affiliate may act as, among other things, an investor, research provider, 
placement agent, underwriter, distributor, remarketing agent, structurer, securitizer, lender, 
investment manager, investment adviser, commodity trading advisor, municipal advisor, 
market maker, trader, prime broker or clearing broker. In those and other capacities, 
FCM, its directors, officers, employees and affiliates may take or hold positions in, or advise 
other customers and counterparties concerning, or publish research or express a view with 
respect to, a Contract or a related financial instrument that may be the subject of advice from 
us to you. Any such positions and other advice may not be consistent with, or may be contrary 
to, your interests or to positions which are the subject of advice previously provided by FCM 
or its affiliate to you, and unless otherwise disclosed in writing, we are not necessarily acting 
in your best interest and are not assessing the suitability for you of any Contract or related 
financial instrument.  Acting in one or more of the capacities noted above may give FCM or its 
affiliate access to information relating to markets, investments and products. As a result, 
FCM or its affiliate may be in possession of information which, if known to you, might cause 
you to seek to dispose of, retain or increase your position in one or more Contracts or other 
financial instruments. FCM and its affiliate will be under no duty to make any such 
information available to you, except to the extent we have agreed in writing or as may be 
required under applicable law.



 

 

 
DIRECT ORDER TRANSMITTAL CLIENT DISCLOSURE STATEMENT* 

This statement applies to the ability of authorized customers of [Name of Clearing Firm] 
(“Shortname of Clearing Firm”) to place orders for foreign futures and options transactions 
directly with non-US entities (each, an “Executing Firm”) that execute transactions on behalf of 
[Shortname of Clearing Firm]’s customer omnibus accounts. 

Please be aware of the following should you be permitted to place the type of orders 
specified above: 

 The orders you place with an Executing Firm are for [Shortname of 
Clearing Firm]’s customer omnibus account maintained with a foreign clearing firm. 
Consequently, [Shortname of Clearing Firm] may limit or otherwise condition the orders 
you place with the Executing Firm. 

 You should be aware of the relationship of the Executing Firm and 
[Shortname of Clearing Firm]. [Shortname of Clearing Firm] may not be responsible for 
the acts, omissions, or errors of the Executing Firm, or its representatives, with which you 
place your orders. In addition, the Executing Firm may not be affiliated with [Shortname of 
Clearing Firm]. If you choose to place orders directly with an Executing Firm, you may be 
doing so at your own risk. 

 It is your responsibility to inquire about the applicable laws and regulations 
that govern the foreign exchanges on which transactions will be executed on your behalf. 
Any orders placed by you for execution on that exchange will be subject to such rules and 
regulations, its customs and usages, as well as any local laws that may govern transactions 
on that exchange. These laws, rules, regulations, customs and usages may offer different or 
diminished protection from those that govern transactions on US exchanges. In particular, 
funds received from customers to margin foreign futures transactions may not be provided 
the same protections as funds received to margin futures transactions on domestic 
exchanges. Before you trade, you should familiarize yourself with the foreign rules which 
will apply to your particular transaction. United States regulatory authorities may be 
unable to compel the enforcement of the rules of regulatory authorities or markets in non-
US jurisdictions where transactions may be effected. 

 It is your responsibility to determine whether the Executing Firm has 
consented to the jurisdiction of the courts in the United States. In general, neither the 
Executing Firm nor any individuals associated with the Executing Firm will be registered 
in any capacity with the Commodity Futures Trading Commission. Similarly, your contacts 
with the Executing Firm may not be sufficient to subject the Executing Firm to the 
jurisdiction of courts in the United States in the absence of the Executing Firm's consent. 
Accordingly, neither the courts of the United States nor the Commission's reparations 

                                                           
* This disclosure statement is relevant only if [Name of Clearing Firm] has granted the direct order 
transmittal authorization described above to you. Pursuant to CFTC Regulation 30.12, you are eligible to 
receive such authorization only if (1) you are an eligible swap participant, as defined in former CFTC 
Regulation 35.1(b)(2), or (2) your decisions to invest in foreign futures or foreign options transactions are 
made by a commodity trading advisor (“CTA”) that is subject to regulation under the Commodity Exchange 
Act or by a foreign person performing a similar role or function subject as such to foreign regulation, and 
certain other conditions are met.  
 



program will be available as a forum for resolution of any disagreements you may have 
with the Executing Firm, and your recourse may be limited to actions outside the United 
States. 

Unless you object within five (5) days by giving notice as provided in your customer 
agreement after receipt of this disclosure, [Shortname of Clearing Firm] will assume your 
consent to the aforementioned conditions.



 

 

 
FOREIGN TRADER DISCLOSURE STATEMENT 

Dear Customer: 

 In accordance with Rules 15.05 and 21.03 of the Commodity Futures Trading Commission 
(“CFTC”), 17 C.F.R. §§15.05 and 21.03, we are considered to be your agent for purposes of 
accepting delivery and service of communications from or on behalf of the CFTC regarding any 
commodity futures contracts or commodity option contracts which are or have been maintained 
in your account(s) with us.  In the event that you are acting as agent or broker for any other 
person(s), we are also considered to be their agent, and the agent of any person(s) for whom they 
may be acting as agent or broker, for purposes of accepting delivery and service of such 
communications.  Service or delivery to us of any communication issued by or on behalf of the 
CFTC (including any summons, complaint, order, subpoena, special call, request for information, 
notice, correspondence or other written document) will be considered valid and effective service 
or delivery upon you or any person for whom you may be acting, directly or indirectly, as agent or 
broker. 

 You should be aware that Rule 15.05 also provides that you may designate an agent other 
than [Name of Clearing Firm].  Any such alternative designation of agency must be evidenced by a 
written agency agreement which you must furnish to us and which we, in turn, must forward to the 
CFTC.  If you wish to designate an agent other than us, please contact us in writing.  You should 
consult 17 C.F.R. §15.05 for a more complete explanation of the foregoing. 

 Upon a determination by the CFTC that information con concerning your account(s) with 
us may be relevant in enabling the CFTC to determine whether the threat of a market 
manipulation, corner, squeeze, or other market disorder exists, the CFTC may issue a call for 
specific information from us or from you.  In the event that the CFTC directs a call for information 
to us, we must provide the information requested within the time specified by the CFTC.  If the 
CFTC directs a call for information to you through us as your agent, we must promptly transmit 
the call to you, and you must provide the information requested with the time specified by the 
CFTC.  If any call by the CFTC for information regarding your account(s) with us is not met, the 
CFTC has authority to restrict such account(s) to trading for liquidation only.  You have the right 
to a hearing before the CFTC to contest any call for information concerning your account(s) with 
us, but your request for a hearing will not suspend the CFTC’s call for information unless the CFTC 
modifies or withdraws the call.  Please consult 17 C.F.R. §21.03 for a more complete description of 
the foregoing (including the type of information you may be required to provide). 

 Certain additional regulations may affect you.  Part 17 of the CFTC Regulations, 17 C.F.R. 
Part 17, requires each futures commission merchant and foreign broker to submit a report to the 
CFTC with respect to each account carried by such futures commission merchant or foreign 
broker which contains a reportable futures position.  (Specific reportable position levels for all 
futures contracts traded on U.S. exchanges are established in Rule 15.03.)  In addition, Part 18 of 
the CFTC Regulations, 17 C.F.R. Part 18, requires all traders (including foreign traders) who own 
or control a reportable futures or options position and who have received a special call from the 
CFTC to file a Large Trader Reporting Form (Form 103) with the CFTC within one day after the 
special call upon such trader by the CFTC.  Please consult 17 C.F.R. 17 and 18 for more complete 
information with respect to the foregoing. 

            Very truly yours, 

      [Name of Clearing Firm]



 
NOTICE TO CUSTOMERS: 

EXCHANGE FOR RELATED POSITIONS1 
 
Certain futures exchanges permit eligible customers to enter into privately-negotiated off-exchange 
futures or option on futures transactions (collectively, “futures”) known as exchange for related 
positions (“EFRP”).  An EFRP involves the simultaneous execution of a futures transaction and an 
equivalent related position.  A “related position” is defined to mean the cash commodity underlying 
the exchange contract or a by-product, a related product or an over-the-counter (“OTC”) derivative 
instrument of such commodity that has a reasonable degree of price correlation to the commodity 
underlying the exchange contract.   

Types of EFRPs include: 

 Exchange of Futures for Physical (“EFP”) or Against Actual (“AA”) – the simultaneous 
execution of a futures contract and a corresponding physical transaction or a forward 
contract on a physical transaction.  

 Exchange of Futures for Risk (“EFR”) or Exchange of Futures for Swap (“EFS”) – the 
simultaneous execution of a futures contract and a corresponding OTC swap or other OTC 
derivative transaction.  

 Exchange of Option for Option (“EOO”) – the simultaneous execution of an option contract 
and a corresponding transaction in an OTC option or other OTC instrument with similar 
characteristics.  

EFRP transactions are subject to Applicable Law, as defined in the agreement between a futures 
commission merchant (“FCM”) and its customers.  Customers that engage in EFRP transactions are 
responsible for reviewing, understanding and complying with the provisions of Applicable Law 
governing EFRP transactions, including, but not limited to, Rule 538 of the CME Group (CME, CBOT 
and NYMEX) and Rule 4.06 of ICE Futures US, and the frequently asked questions and other 
guidance that each exchange has issued with respect thereto.2 

Customers are subject to the jurisdiction of the exchange through which the EFRP transaction is 
entered into and, therefore, may be required to produce records and otherwise cooperate in any 
inquiry that the exchange may undertake with respect to the EFRP transaction.  Moreover, 
customers may be sanctioned by the exchange if an EFRP transaction does not comply with the 
requirements of applicable exchange rules and guidance.  For this reason, customers are encouraged 
to review these requirements with any employees that may engage in EFRP transactions on their 
behalf. 

Certain common requirements of the rules and guidance issued by CME Group and ICE Futures US 
are summarized below.  However, this summary is not a substitute for the customer’s obligation to 
review and understand such rules and related guidance in their entirety. 

 The futures contract and the related position must be effected for the account of the same 
beneficial owner.  If the customer is the seller of (or the holder of the short market exposure 
associated with) the related position, the customer must be the buyer of the futures 
contract(s) being exchanged in the EFRP; conversely, if the customer is the buyer of (or the 

                                                           
1 DISCLAIMER: This Notice is provided for informational purposes only.  Although care has been taken to 
assure that the content is accurate as of the date of publication, this Notice is not intended to constitute legal 
or regulatory advice.  FIA specifically disclaims any legal responsibility for any errors or omissions and 
disclaims any liability for losses or damages incurred through the use of the information herein.  FIA 
undertakes no obligations to update this Notice following the date of publication. 
2 The CME Group’s most recent guidance with respect to EFRP transactions may be found at 
http://www.cmegroup.com/rulebook/rulebook-harmonization.html; ICE Futures US’ most recent guidance 
with respect to EFRPs may be found at https://www.theice.com/futures-us/market-resources.  This guidance 
may be revised from time-to-time.  Customers should confirm that they are reviewing the most current 
guidance. 



holder of the long market exposure associated with) the related position, the customer must 
be the seller of the futures contract(s) being exchanged in the EFRP. 

 The opposing accounts to an EFRP transaction must be: (a) independently controlled 
accounts with different beneficial ownership; (b) independently controlled accounts of 
separate legal entities with common beneficial ownership; or (c) independently controlled 
accounts of the same legal entity, provided the account controllers operate in separate 
business units.  For EFRP transactions between accounts with common beneficial ownership, 
the parties to the trade must be able to demonstrate the independent control of the accounts 
and that the transaction had economic substance for each party to the trade. 

 Generally, there may be only two parties to an EFRP transaction.  However, a third party, 
acting as principal, may facilitate the related position component of an EFRP on behalf of a 
customer, provided the third party is able to demonstrate that the related position was passed 
through to the customer that received the exchange contract as part of the EFRP. 

 Each EFRP requires a bona fide transfer of ownership of the cash commodity between the 
parties or a bona fide, legally binding contract between the parties consistent with relevant 
market conventions for the particular related position transaction. 

 Each side of an EFRP transaction must be independent.  For example, confirmation of the 
related position may not be contingent on the acceptance of the futures transaction for 
clearing.   

 Contingent EFRP transactions are prohibited.  EFRP transactions may not be contingent 
upon the execution of another EFRP or related transaction that results in the offset of the 
related position without the incurrence of market risk that is material in the context of the 
related position transactions. 

 Foreign currency EFPs, with immediate offset of the cash component of the transaction, are 
permitted, provided the parties to the transaction have acknowledged that, in the event the 
futures component of the transaction fails to clear, their responsibility for any resultant 
profit or loss associated with an offset of the cash component of the transaction. 

 A party providing inventory financing for a storable agricultural, energy or metals commodity 
may, through the execution of an EFP, purchase the commodity and sell the equivalent 
quantity of futures contracts to a counterparty, and grant to the counterparty the non-
transferable right, but not the obligation, to execute a second EFP during a specified time 
period in the future which will have the effect of reversing the original EFP. 

 An EFRP may incorporate multiple exchange components with different market bias, 
provided the related components incur material market risk.  An EFRP may incorporate 
multiple related position components, provided the net exposure of the related position 
components is approximately equivalent to the quantity of futures exchanged or, in the case 
of an EOO, the net delta-adjusted quantity of the OTC option components is approximately 
equivalent to the delta-adjusted quantity of the exchange-listed option.  

 EFRP transactions may be executed at any commercially reasonable price agreed by the 
parties, provided the price of the exchange component of the EFRP transaction conforms to 
the minimum tick increment of the futures contract under exchange rules.  Parties may be 
asked to demonstrate that EFRPs executed at prices away from the prevailing market price 
were executed at such prices for legitimate commercial purposes.  

 The customer must maintain all records relevant to the futures transaction and the related 
cash, swap or derivative transaction in accordance with applicable exchange rules.  Upon 
request, the customer must provide its FCM with documentation sufficient to verify its 
purchase or sale of the related position.  

 EFR and EOO participants must comply with applicable Commodity Futures Trading 
Commission requirements governing eligibility to transact the related position component of 
an EFR or EOO.  Generally, EFR and EOO participants must be “eligible contract 
participants,” as defined in section 1a(18) of the Commodity Exchange Act.   



 A swap that is traded on or subject to the rules of an exchange or a swap execution facility 
(“SEF”) is ineligible to be the related position component of an EFR or EOO transaction.  OTC 
swaps that are bilaterally negotiated and submitted for clearing-only to a DCO qualify as a 
related position, provided such swaps have a reasonable degree of correlation to the 
underlying exchange product.  Such swaps should be governed by the terms and conditions of 
an ISDA agreement negotiated between the parties.
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Customer Advisory: Understand the Risks of Virtual Currency Trading 
 

The U.S. Commodity Futures Trading Commission (CFTC) is issuing this customer advisory to 
inform the public of possible risks associated with investing or speculating in virtual currencies or 
recently launched Bitcoin futures and options. 

 
Virtual currency is a digital representation of value that 
functions as a medium of exchange, a unit of account, or a 
store of value, but it does not have legal tender status. 
Virtual currencies are sometimes exchanged for U.S. 
dollars or other currencies around the world, but they are 
not currently backed nor supported by any government or 
central bank. Their value is completely derived by market 
forces of supply and demand, and they are more volatile 
than traditional fiat currencies. Profits and losses related to 
this volatility are amplified in margined futures contracts. 

For hedgers – those who own Bitcoin or other virtual 
currencies and who are looking to protect themselves 
against potential losses or looking to buy virtual currencies 
at some point in the future – futures contracts and options 
are intended to provide protection against this volatility. 
However, like all futures products, speculating in these 
markets should be considered a high-risk transaction. 

What makes virtual currency risky? 

 
Purchasing virtual currencies on the cash market – spending dollars to purchase Bitcoin for your personal 
wallet, for example – comes with a number of risks, including: 

 most cash markets are not regulated or supervised by a government agency; 
 platforms in the cash market may lack critical system safeguards, including customer protections; 
 volatile cash market price swings or flash crashes; 
 cash market manipulation; 
 cyber risks, such as hacking customer wallets; and/or 
 platforms selling from their own accounts and putting customers at an unfair disadvantage. 

 
It’s also important to note that market changes that affect the cash market price of a virtual currency may 
ultimately affect the price of virtual currency futures and options. 

When customers purchase a virtual currency-based futures contract, they may not be entitled to 
receive the actual virtual currency, depending on the particular contract. Under most futures 
contracts currently being offered, customers are buying the right to receive or pay the amount of an 
underlying commodity value in dollars at some point in the future. Such futures contracts are said to be 
“cash settled.” Customers will pay or receive (depending on which side of the contract they have taken –  
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long or short) the dollar equivalent of the virtual currency based on an index or auction price specified in 
the contract. Thus, customers should inform themselves as to how the index or auction prices used to 
settle the contract are determined. 

Entering into futures contracts through leveraged accounts can amplify the risks of trading the 
product. Typically, participants only fund futures contracts at a fraction of the underlying commodity price 
when using a margin account. This creates “leverage,” and leverage amplifies the underlying risk, making 
a change in the cash price even more significant. When prices move in the customers’ favor, leverage 
provides them with more profit for a relatively small investment. But, when markets go against customers’ 
positions, they will be forced to refill their margin accounts or close out their positions, and in the end may 
lose more than their initial investments. 

Beware of related fraud 

 
Virtual currencies are commonly targeted by hackers and criminals who commit fraud. There is no 
assurance of recourse if your virtual currency is stolen. Be careful how and where you store your virtual 
currency. The CFTC has received complaints about virtual currency exchange scams, as well as Ponzi 
and “pyramid” schemes. 

If you decide to buy virtual currencies or derivatives based on them, remember these tips: 

 If someone tries to sell you an investment in options or futures on virtual currencies, including 
Bitcoin, verify they are registered with the CFTC. Visit SmartCheck.gov to check registrations or 
learn more about common investment frauds. 

 Remember—much of the virtual currency cash market operates through Internet-based trading 
platforms that may be unregulated and unsupervised. 

 Do not invest in products or strategies you do not understand. 
 Be sure you understand the risks and how the product can lose money, as well as the likelihood  

of loss. Only speculate with money you can afford to lose. 

 There is no such thing as a guaranteed investment or trading strategy. If someone tells you there 
is no risk of losing money, do not invest. 

 Investors should conduct extensive research into the legitimacy of virtual currency platforms and 
digital wallets before providing credit card information, wiring money, or offering sensitive 
personal information. 

 The SEC has also warned that some token sales or initial coin offerings (ICOs) can be used to 
improperly entice investors with promises of high returns.1 

If you believe you may have been the victim of fraud, or to report suspicious activity, contact us at 
866.366.2382 or visit CFTC.gov/TipOrComplaint. 

 

 

 

 

 

 

1 See https://www.sec.gov/oiea/investor-alerts-and-bulletins/ib_coinofferings. 
 

The CFTC has provided this information as a service to investors. It is neither a legal interpretation nor a statement of CFTC policy. 
If you have questions concerning the meaning or application of a particular law or rule, consult an attorney. 



 
NFA Investor Advisory—Futures on Virtual Currencies Including Bitcoin 

 
The purpose of this investor advisory is to remind investors that, just like any other speculative 
investment, trading futures on virtual currencies, including Bitcoin, have certain benefits and 
various risks. While futures on virtual currencies must be traded on regulated futures exchanges, 
trading these products involves a high level of risk and may not be suitable for all investors. 

It is critical, therefore, for investors who are considering trading virtual currency futures to 
educate themselves about these products, understand their risks, and conduct due diligence 
before making investment decisions. Investor protection begins with investor education. 

 Conduct due diligence on any individuals and firms soliciting for an investment in futures 
on virtual currencies including Bitcoin by checking their Commodity Futures Trading 
Commission (CFTC) registration status, NFA membership status, and background 
using NFA's BASIC system or calling NFA's Information Center at 800-621-3570. 

 Virtual currencies including Bitcoin experience significant price volatility, and fluctuations 
in the underlying virtual currency's value between the time you place a trade for a virtual 
currency futures contract and the time you attempt to liquidate it will affect the value of 
your futures contract and the potential profit and losses related to it. Be very cautious and 
monitor any investment that you make. 

 Be aware of sales pitches offering investment schemes that promise significant returns 
with little risk or that encourage you to "act now." If an investment sounds too good to be 
true (e.g., high returns, guaranteed to perform in a certain way), then it probably is. 

 Virtual currency futures contracts are bought and sold using initial margin money that can 
enable you to hold a virtual currency futures contract valued more than your initial 
investment. This is referred to as leverage. If the price of the futures contract moves in an 
unfavorable direction, the leveraged nature of the futures investment can produce large 
losses in relation to your initial investment. In fact, even a small move against your position 
may result in a large loss, including the loss of your entire initial deposit, and you may be 
liable for additional losses. 

 Be aware of the risk of Ponzi scheme operators and fraudsters seeking to capitalize on the 
current attention focused on virtual currencies, including Bitcoin. 

Outlined above are just some of the risks associated with trading futures on virtual currencies, 
including Bitcoin. Investors should consult the risk disclosures provided by their FCM and fully 
educate themselves on all of the associated risks before trading. 

With CFTC oversight, each futures exchange listing a virtual currency futures contract is 
responsible for regulating its futures market. NFA performs market regulation services on behalf 
of certain futures exchanges and swap execution facilities. Please be aware, however, that just 
because futures on virtual currencies, including Bitcoin, must be traded on regulated futures 
exchanges does not mean that the underlying virtual currency markets are regulated in any 
manner, and as discussed above what occurs in a virtual currency's underlying market will impact 
the price of a virtual currency's futures contract. 



Investors with questions or concerns regarding trading futures on virtual currencies including 
Bitcoin should contact NFA's Information Center (312-781-1410 or 800-621-3570 
or information@nfa.futures.org).



 
NFA Disclosure Language for Underlying or Spot Virtual Currencies 

 
[NAME OF NFA MEMBER] IS A MEMBER OF NFA AND IS SUBJECT TO NFA'S REGULATORY 
OVERSIGHT AND EXAMINATIONS. HOWEVER, YOU SHOULD BE AWARE THAT NFA DOES 
NOT HAVE REGULATORY OVERSIGHT AUTHORITY OVER UNDERLYING OR SPOT VIRTUAL 
CURRENCY PRODUCTS OR TRANSACTIONS OR VIRTUAL CURRENCY EXCHANGES, 
CUSTODIANS OR MARKETS. 
 


