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Article 1. Definitions
«Federal authority» - Federal executive authority of the securities market of the Russian Federation;

«Regulation on clearing» - a regulatory act regulating clearing activities in the securities market of the Russian Federation approved by the Federal authority;

«Clearing Center» – Joint-Stock Company “RTS Clearing Center” acting as the clearing center pursuant to the Regulation on clearing;

«Organizer of trading» - Open Joint Stock Company “Russian Trading System” Stock Exchange;

«Clearing rules» - Rules for conducting clearing activities of the Joint-Stock Company “RTS Clearing Center”;

«Trading rules» - Trading rules of Open Joint Stock Company “Russian Trading System” Stock Exchange.

Other terms are used as defined in the Regulation on clearing, the Clearing rules and Trading rules.
Article 2. General provisions
2.1 This methodology for determining market risk coefficients for securities of CJSC RTS Clearing Center (hereinafter referred to as “Methodology”) determines the procedure of calculating market risk coefficients for securities used in accordance with the Clearing rules. 
2.2. For the purpose of this Methodology the Clearing Center determines the following:

· procedure for determining Settlement prices for securities;

· market risk coefficient change movement;

· number of Trading days for which volatility is calculated;

· period of time over which historical data on the security settlement prices is used to assess volatility of the security;

· confidence band of the assessment.

	2.2.1 For assessing the security volatility, a sequence of volatility values M is built calculated as follows: 
∆PT–i =| (PT–i – PT–i–N) / PT–i–N | ,

где:

	i = 0,1,…,M-1

	M
	period of time over which historical data on the security settlement prices is used to assess volatility of the security

	T
	Current Trading day – a Trading day, by results of which a security volatility is assessed 

	PT–i
	Settlement price for the security on a Trading day T-i

	N
	Number of Trading days, for which volatility is calculated

	PT–i–N
	Settlement price for the security on a Trading day, which is N Trading days behind the T-i Trading day 


2.2.2. Basing on the built sequence of volatility values a minimal volatility value is calculated, which with a probability equal to the confidence band of the assessment shall not exceed the values of the sequence elements (hereinafter referred to as calculated volatility).
2.3. For the purposes of the Article 4 of the Methodology the Clearing Center determines the movement of the Average market price coefficient change. 
2.4. The values specified in this article, are determined by the Clearing Center on agreement with the Risk management Committee of the Clearing Center.  
Article 3. Order of determining Market risks coefficients for the securities admitted to trading in Electronic trading mode of OJSC RTS and concluding trades with the Clearing Center in the Non-anonymous trading mode of OJSC RTS.
3.1. Parameters specified in the paragraph 2.2 are set out in the Appendix 1 hereto.
3.2. For the moment of admitting a security to trading in the Electronic trading mode of OJSC RTS or to concluding trades with the Clearing Center in the Non-Anonymous trading mode of OJSC RTS, the value of the Market risk coefficient for the security  is calculated by the following formula:

	K = Max(Round(Vc / Sk) , 1) ( Sk 

where:

	K
	Market risk coefficient for the security

	Vc
	Volatility calculated on the Trading day preceding the day of admitting a security to trading in Electronic trading mode of OJSC RTS or to concluding trades with the Clearing Center in the Non-Anonymous trading mode of OJSC RTS.

	Sk
	market risk coefficient movement 


3.3. Later on when determining the Market risk coefficients for the security admitted to trading in the Electronic trading mode of OJSC RTS or to concluding trades with the Clearing Center in the Non-Anonymous trading mode of OJSC RTS, the calculated volatility is compared with the Market risk coefficient determined for this security and submitted to the organizer of trading in the order determined by the Clearing rules. 
3.3.1. If the value of the calculated volatility exceeds the determined value of the Market risk coefficient for the security, submitted to the Organizer of trading, by more than 0.5 movement of the market risk coefficient change for this security, then the Market risk coefficient for the security, submitted to the Organizer of trading increases by a value of the market risk coefficient movement.
3.3.2. If the value of the calculated volatility is less than the determined value of the Market risk coefficient for the security, submitted to the Organizer of trading, by more than 1.25 movement of the market risk coefficient change for this security, then the Market risk coefficient for the security submitted to the Organizer of trading decreases by a value of the movement of the market risk coefficient change.
3.4. If the Market price coefficient for the security submitted to the Organizer of trading changes, the Clearing Center for this security changes the values of all Market risk coefficients in reliance to the number of days from the moment of fulfilling (terminating) obligations under the trade used at calculation of the Potential market risk under the trade in accordance with the Clearing rules.
Values of the specified Market risk coefficients for each Market risk coefficient submitted to the Trading organizer, are determined by the Clearing Center as agreed with the Risk management Committee of the Clearing Center and are specified in the Apeendix1 hereto.
Article 4. Procedure for determining an Average market risk coefficient for the securities admitted to trading in Electronic trading mode of OJSC RTS and concluding trades with the Clearing Center in the Non-Anonymous trading mode of OJSC RTS.
4.1. Average market risk coefficient is used for calculating Market participant Limits in accordance with the Clearing rules.
4.2. The value of an Average market risk coefficient is set as equal to the minimal number divisible by the movement of the Average market risk coefficient change, exceeding arithmetic average of the values of the determined Market risk coefficients submitted to the Organizer of trading for securities admitted to trading in Electronic trading mode of OJSC RTS and concluding trades with the Clearing Center in the Non-Anonymous trading mode of OJSC RTS.
4.3. The value of the movement of an Average market risk coefficient change is specified in the Appendix 1 hereto.
Article 5. Procedure for determining Market risk coefficients for bonds accepted as Collateral for the trades concluded with the Clearing Center in the Electronic trading mode and Non-Anonymous trading mode of OJSC RTS.
5.1. Settlement prices for the securities accepted as Collateral for the trades concluded with the Clearing Center in the Electronic trading mode and Non-Anonymous trading mode of OJSC RTS, are determined in the order established by the Clearing rules.
5.2. Market risk coefficient for bonds accepted by the Clearing Center as Collateral for the trades concluded with the Clearing Center in the Electronic trading mode and Non-Anonymous trading mode of OJSC RTS depends on the term until this bond redemption. If the period of time from the date of calculating the Market risk coefficient for the bond until this bond redemption date is:
· less than 5 (five) years, then Market risk coefficient for the bond is equal 0.10;

· more than 5 (five) years, then the Market risk coefficient for the bond is equal 0.15.

Appendix 1

Parameters used for calculating Market risks coefficients for securities and a scale of Market risk coefficients for the securities admitted to trading in Electronic trading mode of OJSC RTS and concluding trades with the Clearing Center in the Non-Anonymous trading mode of OJSC RTS
1. Settlement prices for the securities admitted to trading in the Electronic trading mode of OJSC RTS and concluding trades in Non-Anonymous trading mode of OJSC RTS, are determined in the order established by the Clearing rules.
2. The movement of the Average market risk coefficient change is 0.05 (5%).

3. For all securities admitted to trading in the Electronic trading mode of OJSC RTS and concluding trades with the Clearing Center in the Non-Anonymous trading mode of OJSC RTS: 
· movement of the Market risk coefficient submitted to the Organizer of trading (Sk) equals 0.05 (5%); 
· number of Trading days (N), for which volatility is calculated shall be equal to 5 Trading days;

· period of time (M), over which the historical data on Settlement prices for the security for assessing the security volatility is taken, equals 250 Trading days;

· confidence band of the assessment is 0.99 (99%).

4. For all securities admitted to trading in the Electronic trading mode of OJSC RTS and concluding trades with the Clearing Center in the Non-Anonymous trading mode of OJSC RTS, Market risk coefficients in reliance to the number of days from the moment of concluding a trade till the moment of fulfilling (terminating) obligations under the trade equal to:
	K(5)
	K(4)
	K(3)
	K(2)
	K(1)

	Т+0
	Т+1
	Т+2
	Т+3 and so on
	

	0,10
	0,09
	0,09
	0,08
	0,07

	0,15
	0,14
	0,12
	0,10
	0,08

	0,20
	0,18
	0,16
	0,13
	0,10

	0,25
	0,22
	0,20
	0,16
	0,12

	0,30
	0,27
	0,23
	0,19
	0,14

	0,35
	0,31
	0,27
	0,22
	0,16

	0,40
	0,36
	0,31
	0,25
	0,18

	0,45
	0,40
	0,35
	0,28
	0,20

	0,50
	0,45
	0,39
	0,31
	0,22

	0,55
	0,50
	0,43
	0,35
	0,25

	0,60
	0,54
	0,46
	0,38
	0,27

	0,65
	0,58
	0,50
	0,41
	0,29

	0,70
	0,63
	0,54
	0,44
	0,31

	0,75
	0,67
	0,58
	0,47
	0,34

	0,80
	0,72
	0,62
	0,51
	0,36

	0,85
	0,76
	0,66
	0,54
	0,38

	0,90
	0,80
	0,70
	0,57
	0,40

	0,95
	0,85
	0,74
	0,60
	0,42

	1,00
	0,89
	0,77
	0,63
	0,45


4.1. In the columns «K(N)» Market risk coefficient values are indicated in reliance to the number of N days from the moment of concluding a trade till the moment of fulfilling (terminating) obligations under the trade, used in the calculation of the Potential market risk under the trade on T+n day in accordance with the Clearing rules, where T is the date of concluding a trade, n is a number of Trading days from the date of concluding a trade till the current date.
4.2. In the column «K(5)» a Market risk coefficient value submitted to the Organizer of trading only on condition that the fourth business day after the trade conclusion does not fall on the day-off (holiday) in accordance with the US legislation.
Otherwise the Clearing Center shall be entitled before the start of Trading in the Electronic trading mode of OJSC RTS to calculate and submit to the Organizer of trading Market risk coefficients for the securities in reliance to the bigger number of Trading days from the moment of a trade conclusion till the moment of fulfilling (terminating) obligations under the trade.
* This English translation is solely for reference purpose only and not a legally definitive translation of the original Russian text. In the event a difference arises regarding the meaning herein, the original Russian version will prevail as the official authoritative version.
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