-~ DME

aslall 13 asaygs
Dubai Mercantile Exchange
Membership Notice
Circular 07-35

Date
23 December 2007

Recipients
All DME Members

From
Thomas Leaver, Chief Operating Officer

Category
Compliance

Summary of Content
Compliance Advisory — Inadvertently Matched Orders on the DME Direct™ Electronic Trading
System

This Notice 07-35 provides Members and Customers with information relating to inadvertently
matched orders on the DME Direct™ electronic trading system.

A number of questions have been raised about rules which apply when individuals trade
opposite their own orders on the DME Direct™ system.

DME Rule 7.5(F) (7) (Major Offenses) expressly prohibits wash trading — trading opposite sides
of an order from the same beneficial account owner. A primary reason for the prohibition of
wash trades is to ensure that there is no misleading impression as to the volume and pool of
liquidity in the market. Such transactions, as a policy, will not be eligible for incentive
payments. Activity in the market must be genuine, and carried out solely for bona fide
commercial reasons, if members and other users are to have confidence in the Exchange.

With respect to DME trades executed on the DME Direct™ system, this rule specifically
prohibits any person entering orders into the system from intentionally trading opposite their
own bids or offers. Similarly, the rule prohibits any account owner from directing that bids or
offers for his or her account be entered into DME Direct™ with the intent of trading opposite
one another. However, this restriction does not apply to individuals entering independently
initiated orders on opposite sides of the market for different beneficial account owners that did
not involve pre-execution discussions as provided for in DME Rule 6.21.

In electronic trading, it may occur that an individual trades opposite his or her own order by
accident. This should be an infrequent occurrence. If this happens more than occasionally, it is
recommended that the situation be reported to the Market Surveillance Division of the DME
Compliance Department, along with an explanation of the reasons for the transactions.
Unintentional trades of this type may not be considered rule violations. However the
circumstances giving rise to such trading may need to be fully explained and accepted. If such
trades occur frequently without appropriate explanation, or if they cause price or volume
aberrations, rule violations may be involved. Traders who engage in frequent changing of bids
and offers are encouraged to use front-end functionality which automatically cancels orders at
a price when the trader enters new orders on the opposite side of the market at that price that
could potentially be matched with the their own order.
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