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M.T.S. 
 

RULES FOR THE IMPLEMENTATION OF  
GOVERNMENT BOND MARKET REGULATIONS 

 
 
 
RULES FOR THE IMPLEMENTATION OF PART I OF THE REGULATIONS (General  
Provis ions) 
 
Art.1.  Def in i t ions (Art .  1 Regulat ions) 
 
1. The defini t ions set for th in ar t ic le 1 of the Regulat ions are hereby deemed to be included 
by reference in the Rules for  the Implementat ion of the Government Bond Market Regulat ions.  
 

 
 
 
RULES FOR THE IMPLEMENTATION OF PART I I I  OF THE REGULATIONS (Dealers)  
 
Art.  2.  Clear ing and Sett lement Serv ice (Art .  10 a) Regulat ions) 
 
1.  The Dealers may use any of the fo l lowing providers of c lear ing and sett lement services: 
 
Category of  F inancia l  Instruments Clear ing and Sett lement Service Provider (*)
I ta l ian government bonds Monte T ito l i  Spa 

 
Austr ian government bonds Euroclear Bank NV SA 

Clearstream Banking Luxembourg 
Belgian government bonds Banque Nationale de Belgique 

 
Danish government bonds ( in Danish Crowns) VP Securi t ies Service  
French government  bonds Euroclear France 
Finnish goverment bonds  Euroclear Bank NV SA 

Clearstream Banking Luxembourg 
Greek government bonds National Bank of Greece  
I r ish government bonds Euroclear Bank NV SA 

Clearstream Banking Luxembourg 
Dutch government bonds Euroclear Bank NV SA 

Clearstream Banking Luxembourg 
Portuguese government bonds Euroclear Bank NV SA 

Clearstream Banking Luxembourg 
Spanish government bonds Iberc lear 
German government bonds Euroclear Bank NV SA 

Clearstream Banking Luxembourg 
Clearstream Banking Frankfur t  

 
(*)  The Management Board of the Company may decide to use one of the l is ted ent i t ies by 
previous wr i t ten not i f icat ion to the Dealers in the form of a Circular .  
 

2.  Indirect part ic ipat ion in the clear ing and set t lement service providers shal l  take place through 
an agreement to be attached as annex to the “User Agreement for  Part ic ipat ion in the MTS 
Market”  ( “Contratto d i  Prestazione di  Serviz i  per la Partecipazione al  Mercato MTS”) ,  entered 
into with another party pursuant  to which the lat ter  shal l  procure the c lear ing and sett lement  
services, which are required for  the execut ion of the trades entered into on the Market by the 
indirect part ic ipant. 



 

2 

 
 
Art.  3.  Cri teria for calculat ion of net equity  (Arts.  10.1, 2 a Regulat ions) 
 
1.  In the absence of specif ic  inst ruct ions by the regulatory ent i t ies,  the net equity of Dealers for  
supervisory purposes shal l  be ca lculated on the basis of the cr i ter ia set for th in the internat ional  
account ing pr incip les issued by the Internat ional Accounting Standards Committee ( I .A.S.C.) .  
 
 
Art.  4.  Ver i f icat ion of  admission requirements (Arts.  10 and 11 Regulat ions) 
 
1. The existence of the requirements set for th in ar t ic le 10 of the Regulat ions shal l  be 
invest igated at the t ime of the examinat ion of the appl icat ion for  admission. 
 
2. Compl iance with the net equi ty requirement  wi l l  be invest igated by the Management Company 
with reference to the appl icant ’s most recent audited f inancia l  statements, or ,  i f  more recent,  the 
most recent supervisory report. 
 
3. The Management Company may establ ish that the appl icant complies with the net equity 
requirement by obtain ing a cert i f icate from a publ ic auditor  enrol led in the register  set for th in 
Art ic le 161 of the T.U.F. In the case of E.U. Dealers,  such cert i f icate may be replaced by a 
s imi lar cer t i f icate issued by a company author ized to conduct mandatory audits in the country of 
or ig in.  
 
4. Compl iance with the requirement for  organizat ional suitabi l i ty is determined based on specif ic  
requests by the Management  Company for  information and documentat ion re lat ing to the 
technological systems, organizat ional structure and r isk management.  
 
 
Art.  5.  Procedure for admission to trading (Art .  11 Regulat ions) 
 
1.  Any party wishing to be admit ted to t rading on the MTS Market shal l  submit an appl icat ion to 
the Management Company in the form of the schedule set for th in the User Agreement for  
Part ic ipat ion in the MTS Marke, together with the documentat ion specif ied therein.  Trading 
act ivi t ies may commence on the date indicated by the Management  Company.  
 
2.  I f  the annexed documentat ion is incomplete,  the Management Company shal l  not i fy the 
appl icant in wr i t ing and invi te i t  to provide the missing documents. Unt i l  such missing 
documents have been provided to the Management Company,  the period set for th in ar t ic le  11,  
paragraph 3 of the Regulat ions shal l  be suspended.  
 
 
Art.  6.  Acts pre judicia l  to the smooth operat ion of the Market (Arts.  12.1.c and 44 
Regulat ions)  
 
1.  Acts performed with a view to d istor t ing the correct  format ion of pr ices shal l  be deemed to be 
pre judicia l .  This category of acts inc ludes, without l imitat ion, t rading act ivi t ies performed for  
the sole purpose of increasing market shares without taking signif icant f inancial  exposure. In 
addit ion,  acts or  omissions which in any way hinder or  prevent the due performance of 
obl igat ions der iving from trades st ipulated on the Market shal l  also be deemed to be prejudic ial ,  
including,  among others, the fai lure to del iver  secur i t ies and cash wi thin the t ime per iods set  
for th in ar t ic le 36, paragraph 1.  
 
2.  Upon the occurrence of acts or omissions described in paragraph 1 above,  the Management  
Company shal l  request information from the party concerned through the procedures establ ished 
for  such purpose, including, i f  i t  deems i t  appropria te, the information referred to in ar t ic le 25,  
paragraph 1 of the Regulat ions.  
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Art.  7.  Fees (Art .  12.1. l  Regulat ions) 
 
1.  The fee payable by each Dealer  for  the services provided by the Management Company shal l  
be determined by  the Management Company and shal l  be not i f ied to the Dealers by way of 
Circular .    
 
 
Art.  8.  Ver i f icat ion of the cont inued existence of  admission condit ions (Art t .  13and 14 
Regulat ions) 
 
1. The cont inued existence of the admission condit ions shal l  be veri fied on an annual basis 
and in any case no later  than 6 months from the end of the f inancia l  year.  
 
2. The Management  Company shal l  ver i fy the cont inued existence of the net equity 
requirement on the basis of the most recent approved f inancial  statements, or ,  i f more recent ,  the 
most recent regulatory report .  
 
3. A Dealer which, on the basis of the most recent approved f inancial  statements or  the most  
recent supervisory report ,  whichever is more recent,  has a net  equity of less than 1.5 t imes the 
minimum net equity requi red for  the admission to trading, may also be made subject to 
ver i f icat ions at  intervals of less than one year.  In such case, the veri f icat ion may be performed 
on the basis of specif ic balance sheet informat ion prepared by applying the same cr i ter ia as those 
used in the preparat ion of the annual f inancial  statements. 
 
4. The three-months per iod referred to in ar t ic le 14, paragraph 3 of the Regulat ions shal l  run 
from the date of the not i f icat ion of the fai lure to comply with the net equity requirement,  or ,  i f  
more recent,  the date in which the Management Company ascertains the fai lure to comply with 
such requirement.  The relevant Dealer shal l  promptly comply wi th the information requested by 
the Management Company dur ing such period, and pr ior  to the expiry thereof,  shal l  provide 
evidence on i ts own ini t iat ive of the reinstatement of the minimum net equity requi red pursuant  
to ar t ic le  10,  paragraph 1, sub-sect ion c)  of the Regulat ions through a cert i f icate in accordance 
with ar t ic le  4,  paragraph 3. Such Dealer  may request a suspension from trading which the 
Management Company shal l  immediately grant.  Such suspension shal l  not affect the obl igat ions 
pursuant  to ar t ic le 7.  
 
5. The ver i f icat ion of the cont inued existence of the organizat ional structure shal l  be 
conducted in accordance with the procedures set forth in ar t ic le 4,  paragraph 4,  or  any other 
s impl i f ied procedures determined by the Management Company. 
 
 
 
RULES FOR THE IMPLEMENTATION OF PART IV OF THE REGULATIONS  (Trading) 
 
Art.  9.  Trading hours (Art .  17.5 Reg)  
 
a) Cash segment 
 
7.30 -  8.00:  Pre Market  phase, during which only Pr imary Dealers are operat ing.  Dur ing this 
phase, Pr imary Dealers can issue and amend thei r Proposals.  Pr imary Dealers may only view 
their  own Proposals.  
 
8.00 -  8.15: Prel iminary Market  phase, dur ing which a l l  Dealers may operate on the basis of 
the user prof i le assigned to them. Automatic matching between Proposals is not operat ional  
during this phase.   
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8.15 -  17.30:  Open Market phase, dur ing which al l  Dealers may operate on the basis of the user 
prof i le  assigned to them. Automatic matching between Proposals is act ive unt i l  the c losing of the 
Market.   
 
17.30 -  7.30: Closed Market phase,  during which no operat ions may be performed.  
 
b)  Repo segment 
 
6.30 – 7.45: Pre-Market  phase, during which Proposals may be submit ted, modif ied and 
cancel led.  Each Dealer  has only access to i ts own Proposals.  
 
7.45 -  18.30:  Open Market phase, dur ing which al l  market operat ions may be conducted.  
Di fferent trading hours can be establ ished by the Management Company with respect  to d i f ferent  
Categor ies of Financial  Instruments. 
 
18.30 -  7.00:  Closed Market phase. Unt i l  18.45 only the determinat ion of General  Col lateral  
t ransact ions shal l  be permit ted.  
Di fferent closing hours can be establ ished by the Management Company with respect  to d i f ferent  
Categor ies of Financial  Instruments. 
 
 
Art.  10. Registrat ion of  trades (Art .  17.7 Regulat ions) 
 
1.  The Management  Company shal l  maintain a specif ic electronic  archive in which data re lat ing 
to trades concluded on the Market  are recorded in real t ime. Each t rade shal l  be al located an 
ident i f icat ion number which ident i f ies: 
 
a)  the contract ing part ies; 
b)  type, object and t ime and date of conclusion of the t rade; 
c)  quanti ty and pr ice. 
 
2.  Author ized part ies shal l  be ent i t led to consult  the archive at  any t ime. 
 
 
 
RULES FOR THE IMPLEMENTATION OF PART V OF THE REGULATIONS (Sett lement  and 
Guarantee) 
 
Art.  11.  Transmission of  sett lement inst ruct ions (Art .  19 Regulat ions) 
 
The Company shal l  provide the data required for  the sett lement of the trades concluded in the 
cash segment and the repo segment to the clear ing and sett lement serv ice providers set for th in 
ar t ic le  2.  
 
T rades transmitted to Monte T ito l i  and not sett led within the tenth day fo l lowing the scheduled 
set t lement date are deemed to have expi red. Dealers may however sett le expired unsett led trades 
pursuant  to the ir  contractual  autonomy.  
 
Art.  12. Guarantee systems (Art.  20 Regulat ions) 
 
The Management Company uses the fo l lowing ent i t ies for  the provision of the Central  
Counterparty Services: 
 
a) LCH.Clearnet  SA 
b) LCH.Clearnet  Ltd 
c) Cassa di Compensazione e Garanzia (CC&G) 
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RULES FOR THE IMPLEMENTATION OF PART VI OF THE REGULATIONS (Disclosure)  
 
Art.  13. Pr ice f ix ings (Art .  21.2.e Regulat ions) 
 
The minimum, maximum and average weighted pr ice as wel l  as the traded volume of each 
Financia l  Instrument shal l  be calculated based on the trades concluded dur ing the current hour 
andc on the trades concluded in the the previous hours thereto for  a reference period determined 
by the Management Company. 
 
 
Art .  13 bis MidPrice Information (Art .  21.2.e Reg.) 
 
Regarding the MidPr ice Proposals,  the Management Company shal l  not make 
avai lable to the Dealers the quanti ty on the best bid and ask Proposals nor the 
informat ion related to the next levels of Proposals.  
 
 
Art .14. L ist  (Art .  21.5 Reg.)  
 
1.  The l ist  referred to in ar t ic le 21, paragraph 5 of the Regulat ions shal l  be prepared at the close 
of each trading day (reference date)  and shal l  be divided into three sect ions. 
 
2.  With respect to cash trades, the l ist  shal l  inc lude for  each traded Financia l  Instrument: 
 
a)  the ident i f icat ion code; 
b)  the descr ipt ion; 
c)  the minimum pr ice; 
d)  the maximum pr ice; 
e)  the average weighted pr ice; 
f)    the last trading pr ice; 
g) the traded volume.  
 
For cer tain Financia l  Instruments, the l is t  may a lso set for th the yie ld corresponding to the price. 
 
 
The l ist  rela t ing to the “mid pr ice” trades pursuant to Art ic le  22 of these Implementat ion Rules 
shal l  be calculated according to the same procedure provided in paragraph 2, in a separate 
sect ion 
 
3.  With respect to repo t rades, the l is t  shal l  set for th the fo l lowing with respect  to each traded 
Financia l  Inst rument: 
 
a) the ident i f icat ion code; 
b) the descr ipt ion; 
c) the minimum rate; 
d) the maximum rate; 
e) the average weighted rate; 
f)  the traded volume.  
 
4.  The information descr ibed in the paragraphs above is provided on the basis of al l  t rades 
concluded on MTS on the reference date, provided however that trades with a nominal value 
below the minimum trading lot shal l  not be included, as wel l  as cancel led contracts and contracts 
concluded at pr ices which are obviously incoherent with market movements, as determined by the 
Management Company. 
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RULES FOR THE IMPLEMENTATION OF PART VII  OF THE REGULATIONS (Supervis ion and 
Discip l inary Measures) 
 
 
Art.  15. Discip l inary measures (Art .  24.7 Regulat ions) 
 
The remunerat ion for  the Wise Men Committee (“Collegio dei Probivi r i” ) and any other 
consul tants used by the Wise Men Committee shal l  be determined on a case by case basis taking 
into account the importance of the subject matter  and the required act ivi ty,  as wel l  as the 
complexity of the issue,  the speed of the proceedings, the number and durat ion of meetings, and 
the requi rement to perform audits and invest igat ions as opposed to proceedings based exclusively 
on documents. In any event,  the hour ly rates of partners in leading internat ional law f i rms shal l  
be used as indicators.    
 
 
 
RULES FOR THE IMPLEMENTATION OF PART VII I  OF THE REGULATIONS (Cash segment)  
 
 
Art.  16. Review of  requirements for the registrat ion in the Primary Dealers’ Register (Art .  28 
Regulat ions) 
 
1. Compl iance with the requirements shal l  be reviewed in accordance with the procedures set  
for th in ar t ic le 4,  paragraphs 2, 3,  and 4.  
 
2. The Market trading volume shal l  be determined di rect ly by the Management Company on 
the basis of data from the Screen-Based Trading System. I f  necessary, the Management Company 
shal l  obtain cert i f icates from the ent i ty set for th in art ic le 4,  paragraph 3 with respect to trading 
act ivi t ies outside of MTS.  
 
 
Art.  17. Ver i f icat ion of cont inued existence of requi rements for registrat ion in the Pr imary 
Dealers’  Register (Art t .  28 and 30 Regulat ions) 
 
1.  The ver i f icat ion of the cont inued existence of the requirements for  the registrat ion in the 
Pr imary Dealers’ Register  shal l  mirror  the corresponding proceedings set for th in ar t ic le 8,  
paragraphs 1,  2,  3 and 4. With respect to the ascerta inment of the t rading act ivi t ies outside of 
MTS, art ic le 16, paragraph 2 shal l  apply.  
 
 
Art.  18.  Procedure for the re-regist rat ion in the Primary Dealers’  Register (Art .  31 
Regulat ions) 
 
1.  In the event that a party previously cancel led from the Pr imary Dealers’ Register  submits an 
appl icat ion for  the re-registrat ion in such Register ,  the Management Company shal l  evaluate the 
grounds for  such cancel la t ion and their  sever i ty on a case by case basis and shal l  base i ts 
decis ion on whether to al low the re-registrat ion of such Dealer  in such Register.  
 
 
Art.  19. L im itat ion of  the Pr imary Dealers’ commitments (Art .  29.1 Regulat ions) 
 
1.  The market-making obl igat ions of the Pr imary Dealers set for th in ar t ic le  29 of the 
Regulat ions shal l  be l imited to the cash trading of  I tal ian Government bonds referred to in 
ar t ic le  4,  paragraph 2 of the Regulat ions.  
 
2.  Upon request of a  Dealer  pursuant to art ic le  29, paragraph 1 of the Regulat ions,  the 
Management Company shal l  extend or  restr ic t  such obl igat ion to the cash trading of  Financial  
Instruments of a  cer ta in Category. 
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Art.  20 Procedures for the al locat ion of  Financia l  Instruments (Arts.  29.3, 29.4, 29.5 
Regulat ions) 
 
1. The al locat ion of Financial  Instruments to each of the Pr imary Dealers shal l  be based on the 

fo l lowing cr i ter ia:  
 

a) Each month, every Pr imary Dealer  shal l  be assigned a number of secur i t ies equal to 
20% of each Category and c lass of l iquid i ty.   

b) For each Financial  Instrument,  a maximum quotat ion bid/offer  spread shal l  be 
determined, depending on the Category and class of l iquid i ty of such instrument ,  as shown 
in the chart be low: 

 

Segment Bucket Liquid (t icks) Not Liquid (t icks) 

BTP A (< 3.5yrs) 8 14 
  B (3.5-6.5yrs) 10 24 
  C (6.5-13.5yrs) 14 32 
  D (>13.5yrs) 40 60 

BTPi A (< 3.5yrs) 15  
  B (3.5-6.5yrs) 20  
  C (6.5-13.5yrs) 25  
  D (>13.5yrs) 45  
CCT No bucket 10 24 
CTZ No bucket 8  

 

 

c) Each Pr imary Dealer shal l  be required to make Proposals on al located Financial  
Instruments vis ib le for  f ive hours dur ing the Open Market phase in accordance with the 
bid/offer  spread of each Category and c lass of l iquid i ty.  

 
2.  Any changes shal l  be resolved upon by the Management  Board and shal l  immediately be 
publ ished by Circular .  
 
 
 
 
Art.  21. Primary Dealers’  Proposals re lat ing to Categor ies of  Financia l  Instruments other than 
those al located to them (Art.  29.7 Regulat ions) 
 
A Pr imary Dealer  may formulate one or  more Proposals on the Market with respect to Financial  
Instruments other than those al located to i t .  In this case, the Pr imary Dealer  shal l  be required to 
comply with the same requirements regarding the quotat ion t imes appl icable to al located 
secur i t ies.  
 
 
Art.  22. Proposal management (Art .  33 Regulat ions) 
 

1. Proposals shall comprise the following categories: 
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a)  Double-sided: simultaneous buy and sell Proposals 

 
b)  Fill and Store (FAS): individual buy or sell Proposals 
 
c)  Mid pr ice:  s ingle buy or  sel l  Proposals,  sent at a  pr ice calculated by the electronic System 
using the bid and offer  price on the Best page of MTS market.  Such pr ice is calculated by the 
System, with the formula Bid + ((Ask-Bid)*50%) only upon meeting al l  the fo l lowing parameters,  
none excluded,  considered in the calculat ion algor ithm, concerning: 
-  the minimum depth of the book (number of pr ice levels present) ;  
-  the minimum t ime of permanence of the pr ices in the book;  
-  the number of price levels to be considered for  the calculat ion;   
-  the maximum level of the bid and offer  spread defined for  each individual type of f inancial  

instrument .    
 
2.  The Double-sided and FAS Proposals for each Financial Instrument are classified by the Screen-
Based System by price, and in the case of identical prices, by the volumes underlying the Proposals, 
which shall be aggregated to a single value on the Depth pages and the Best Page. Processing priority 
of the aggregated Proposals shall be based on the chronological order of input of each Proposal into the 
Screen-Based Trading System: Same cr i ter ion of processing priority is adopted for  the proposals with 
“mid pr ice” modal i ty,  which is,  however,  publ ished in a separate order book, not vis ib le to the 
market.   
 
 
 
Art.23 Order Management  (Art .  34 Regulat ions) 
 

Orders are divided into the following categories: 

•     Fill and Kill(FAK): may be executed in full or in part. In the case of partial execution-or non-execution, 
the remaining quantity shall be cancelled. 
•  All or Nothing (AON): may only be executed for the full amount of the Order, and shall otherwise be 

cancelled. 
•  “Mid price” Proposals may be applied through the two categories of Orders  

 
 
Art.  24. Conclusion of  trades (Art .  35 Regulat ions) 
 

1.  Orders shall be submitted by indicating the volume and "exclusion price", which shall be the price until 
which the best conditions for the party submitting the Order are satisfied and which represents the threshold 
for such party  to  enter into  a trade. The Order shall be executed automatically up to the "exclusion price" 
(included). 
 

2.  Without prejudice to the "exclusion price", the matching of a Proposal and an Order until the desired 
volume is reached which results in the conclusion of a trade shall occur, in accordance with the following 
criteria: 

 
a) the available Best price is applied; 
b) if there are more than one Proposal at Best price at such moment in time, the matching is effected in 

accordance with the chronological order of submission of the Proposal, starting from the oldest Proposal 
until the most recent; 

c) if the entire volume of the Order is not matched following the application of the above criteria, the 
price closest to the Best price shall be applied. 

 

3.  The provisions set forth in the paragraphs above shall also be applied in connection with the entering into 
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trades through the matching of two Proposals. 

4.  The acceptance of Orders lower than the minimum trading lot shall be at the discretion of the 
Primary Dealer. 
 

5.  The “mid pr ice” trades are executed exclusive ly between Pr imary Dealers and only at the “mid 
pr ice” defined in Art ic le  22, paragraph 1 of these Implementat ion Rules, through the matching of 
“mid pr ice”  Proposals and Orders (both FAK and AON) or  between two “mid pr ice” Proposals of 
opposite  s ign.  The execut ion modal i t ies,  insofar  as appl icable, are those defined in paragraph 2 
above. The conclusion of “mid price” trades has no interact ion with the conclusion of other 
t rades.   
 
 
Art.  25. Cancel lat ion of trades (Arts.  18, 23.2,  44.1.b)  MTS Regulat ions) 
  
1.  The cancel lat ion of erroneous trades shal l  be carr ied out by the Management  Company on the 
basis of mutual wr i t ten requests by the relevant part ies to be sent by email  to the Management  
Company pr ior  to the c losing of the Market  or  immediate ly afterwards. 
 
2.  I f the trade cancel lat ion is requested by only one counterparty to a trade,  the fo l lowing 
procedure shal l  apply: 
 

a) The cancel lat ion request shal l  be not i f ied by one of the part ies to the Company and 
the other party by telephone or  emai l  within 15 minutes of the execut ion of the trade.  
In any case i t  must be confirmed by emai l .  Upon the receipt of the not i f icat ion, the 
Company shal l  immediate ly contact the t rade counterparty with respect to such 
cancel la t ion.  

 
b) I f  the counterparty confirms i ts agreement to such cancel la t ion request within 15 

minutes of receipt ,  the request shal l  be treated as a b i latera l  cancel la t ion request and 
shal l  be executed by the Company.  

 
c) In the event that the other counterparty does not respond within such t ime or  does not  

agree with the trade cancel la t ion request,  in order to proceed wi th the cancel lat ion the 
Company wi l l  ascertain whether a uni la teral  cancel la t ion can be performed. 

 
d) In order to qual i fy for  uni la teral  cancel lat ion a trade must be proved beyond doubt to 

deviate considerably from the Fair  Market Value of the secur i ty in quest ion at the t ime 
of execut ion. To be “inconsistent” wi th the market  value, the trade must have been 
executed at a pr ice that deviated by more than 50% of the average bid/offer  spread  
from the Fair  Market Value of the bid or offer  on a specif ic instrument at the t ime of 
i ts execut ion.  

 
e) Ascertain ing Fair  Market Value 

i .  The Company shal l  ascertain the Fair  Market Value of the secur i ty in quest ion by 
immediate ly request ing f ive (5)  fi rm two-way inter-dealer electronic quotes for  
that instrument at  the t ime of execut ion of the trade  

i i .  The f ive banks consulted are appointed by the Market Committee and exclude 
ei ther party of the disputed transact ion ( the “Selected Part ic ipants”).  

i i i .  The Selected Part ic ipants shal l  respond to a request in relat ion to Fair  Market  
Value within 15 minutes by return emai l .   

iv.  The Company wi l l  d iscard the bid/offer  couple containing the highest b id and the 
bid/offer  couple containing the lowest offer and calculate, truncat ing the result  to 
the third decimal and then rounding to the second one, the average of the 
remaining bid prices and the average of the remaining offer  price, which wi l l  
determine the Fair  Market Values.  

v. Start ing from the Fair  Market Values,  the Company wi l l  then calculate the re levant  
spread (average bid offer  spread).  
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f)   Once Fair  Market Value is ascertained, the trade pr ice in quest ion wi l l  be considered 
to be inconsistent with the Fair  Market Value i f  i t deviates by more than 50% (of the 
average bid offer  spread) from the Fair  Market Value of the bid or  offer  – whichever is 
re levant.  

 More in detai ls:  
 

�  Error sale ( i .e.  cancel la t ion request  is made by the sel ler) :  

Should the pr ice at which the trade was made be lower than the fair  b id pr ice by more 
than 50% of the above defined spread at  the t ime of the execut ion of the trade, then the 
transact ion wi l l  be cancel led. 
 
 

�  Error purchase ( i .e .  cancel lat ion request is made by the buyer) :  

Should the pr ice at which the trade was made be higher than the fair  ask pr ice by more 
than 50% of the above defined spread at  the t ime of the execut ion of the trade, then the 
transact ion wi l l  be cancel led. 

 

Example:  
I ta l ian BTP 4.750 1 February 2013 
The fo l lowing Best b id-offer  pr ices were on the best page – 107.15/110.25 
Sel ler  aggresses bid at 107.15 and then reports i t  as an error  trade (being an error sa le) .  
 
Fol lowing a pol l  of f ive market part ic ipants,  the five quotes are as fo l lows:   
•  108.60/109.60 
•  108.50/109.65 
•  107.90/109.50 
•  108.25/109.30 
•  108.30/109.20 

 

The couple with the highest b id and the couple with the lowest offer  are thrown out which 
leaves the fo l lowing: 
 
108.50/109.65 
107.90/109.50 
108.25/109.30 
 
Then, star t ing from the remaining bid and offer  pr ices, the average bid and the average offer  
pr ices are calculated, t runcat ing the result  to the third decimal and then rounding to the 
second one,  

 
�  Avg Bid= (108.50 +107.90 +108.25)/3 => 108.22 truncated to the 3rd and rounded to the 

2n d which determines the Fair  Bid Market  Value 
�  Avg Offer  = (109.65+109.50+109.30)/3 => 109.48 truncated to the 3rd and rounded to 

the 2n d which determines the Fair  Offer  Market Value 
 
Therefore the remaining values are 108.22/109.48 that br ing to an average bid/offer spread 
of 126 cts 
 
Applying the 50% deviat ion margin to the average bid/offer  spread (126 cts)  the fo l lowing 
bid and offer l imits are obtained. :  
107.59/110.11 
 
The sale executed at 107.15 wi l l  be cancel led as the low parameter is 107.59 i .e.  a l l  sales < 
107.59 may be cancel led should that be requested by the sel ler  in the present  example. 
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g) I f  after  fo l lowing the above procedure, the reported trade in quest ion is proven to be off  

the Fair  Market Value based on the cr i ter ia l is ted above,  the Company perfom the uni lateral  
cancel lat ion of the trade in quest ion in order to maintain a fa ir  and order ly market and 
avoid the unfair  penal isat ion of members for  genuine errors.  

 
h) The Company wi l l  inform the counterpart ies to the trade in quest ion via telephone (with 

confirmation via e-mai l)  of i ts decision regarding the cancel lat ion request wi thin 45 
minutes from the not i f icat ion of the trade cancel lat ion request.   

 
i )  In the event of transact ions carr ied out on an anonymous basis between two counterpart ies 

which use the Centra l  Counterparty Service, the Company is ent i t led to reveal the 
indenti t ies in order to resolve the trade dispute, i f  deemed useful  to resolve the trade 
dispute. 

 
3.  In the event of a MMI,  the Management Company shal l  cancel the trades affected by such 
MMI.  In connect ion with such cancel lat ion, the Management Company shal l  also be ent i t led to 
take into account trades entered into outside of the MMI per iod but  affected by the Market  
malfunct ioning; and shal l  also be ent i t led to determine that trades entered into dur ing the MMI 
per iod have remained unaffected by such MMI. The Management  Company may at i ts d iscret ion 
consul t  the Dealers the trades of which have or may be affected by a MMI. 

 
The Management Company shal l  inform the Dealers and the supervisory author i t ies in a t imely 
manner of the occurrence of a  MMI and shal l  specify the t ime of the commencement and end 
thereof.  The part ies of the trades subject  to cancel la t ion shal l  be not i f ied wi thin the close of the 
t rading day, unless force majeure prevents such noti f icat ion. 
 
4.  The Management Company shal l  on i ts ini t iat ive cancel trades or  correct data transmitted in 
accordance with the Regulat ions which relate to secur i t ies the issuance of which has been 
announced by the issuer and which have not  been issued or where the volume of the issuance is 
s ignif icant ly lower than announced. 
 
 
 
RULES FOR THE IMPLEMENTATION OF PART IX OF THE REGULATIONS  (Repo segment)  
 
 
Art.  26. Proposal management (Art .  39 Regulat ions) 
 
Only s ingle side buy or  sel l   Proposals may be submitted. 
 
 
Art.  27 Order management (Art .  40 Regulat ions) 
 
Orders are d ivided into the fo l lowing categor ies: 
 

•  Fil l  and Ki l l (FAK): may be executed in fu l l  or  in part .  In the case of part ial  execut ion – 
or  non-execut ion – the remaining quanti ty shal l  be cancel led. 

•  All  or  Nothing (AON): may only be executed in ful l , and shal l  otherwise be cancel led. 
 
 
Art.  28. Conclusion of  trades (Art .  41 Regulat ions) 
 

1. Orders submitted with respect to act ive Proposals shal l  be val id for  a maximum 

per iod of t ime establ ished by the Management  Company.  An order which is neither 

accepted nor refused pr ior  to the expiry of the maximum t ime l imit  wi l l  be automat ical ly 

accepted by the system after  the t ime l imi t .  
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Art.  29. Def ini t ion of  General Col lateral  (Art .  42 Regulat ions) 
 
1. With respect to “general  col latera l”  t ransact ions relat ing to the I tal ian Government bonds 

the maximum number of securi t ies to be del ivered in relat ion to the amount of the 
transact ion is as fo l lows:  

 
•  For transact ions from Euro 0 to Euro 10 mil l ion :maximum 2 secur i t ies;  
•  For transact ions from Euro 10 mi l l ion to Euro 75 mil l ion: maximum 5 secur i t ies; 
•  For transact ions from Euro 75 mil l ion to Euro 125 mil l ion: maximum 10 

secur i t ies; 
•  For transact ions from Euro 125 mil l ion to Euro 500 mil l ion:  maximum 20 

secur i t ies; 
•  For transact ions in excess of Euro 500 mil l ion: maximum 30 secur i t ies.  

 
2. With respect to large “general col la teral”  t ransactions relat ing to the Ital ian Government  
bonds, the minimum amount  of secur i t ies to be del ivered is as fo l lows: 
 

•  All  secur i t ies except for  one shal l  be del ivered for an amount equal to or  in excess 
of Euro 75 mil l ion;  

•  Only one secur i ty may be del ivered with respect  to amounts not exceeding Euro 75 
mil l ion.  

 
3. With respect to “general col latera l”  t ransact ions relat ing to foreign government bonds, the 
minimum amount of secur i t ies to be del ivered shal l  be as fo l lows: 
 

•  All  securi t ies except one shal l  be del ivered for  an amount equal to or  in excess of 
Euro 25 mil l ion; 

•  Only one secur i ty may be del ivered for  an amount not exceeding Euro 25 mil l ion. 
 
4. “General  col la teral”  t ransact ions shal l  be defined by speci fying the secur i t ies to be 
del ivered within two hours from the execut ion of the trade.  Transact ions entered into less than 
two hours pr ior  to Market closing t ime shal l  be defined pr ior  to such closing t ime. 
 
 
Art 30. Cancel lat ion of  t ransact ions (Arts.  23.2 e 44.b Reg) 
1.  Not i f icat ion of  Error trades 
The Management Company must be informed of error  trades as soon as possib le and no longer 
than 30 minutes from the t ime of execut ion. The Management Company wi l l  endeavour to resolve 
the trade dispute within one hour of the trade execut ion.  
 
2.  Bi lateral  Agreement to Cancel lat ion 
The Management Company wi l l  in a l l  cases attempt to arbi trate and reach bi la teral  agreement  for  
any trade cancel lat ion request.  
Management Company,  as soon as possib le,  wi l l  not i fy the counterparty to the trade that the 
t rade is under review and request that they agree to the cancel lat ion.  I f there is agreement,  then 
the request wi l l  be treated as a Bi la teral  Cancel lat ion and the trade wi l l  be cancel led immediately 
on receipt of email  confi rmat ion. 
The counterparty has 10 minutes to reply and i f  they do not or  they do not agree to a b i la teral  
cancel lat ion then the Management Company wi l l  fo l low the procedure below to ascertain whether 
uni latera l  cancel lat ion is val id.  
In the event of transact ions carr ied out on an anonymous basis between two counterpart ies that  
use the Central  Counterparty Service, the Management Company shal l  apply the procedure 
descr ibed above without d isc losing the ident i t ies of the part ies, unless the Management Company 
deems useful  to reveal the indenti t ies in order to resolve the trade dispute. 
 
3.  Uni lateral  Cancel lat ion Procedure 
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a) In the event that agreement cannot be reached on the B i latera l  cancel la t ion of a t rade the 
fo l lowing procedure wi l l  be used to ascertain whether a uni la teral  cancel la t ion can be 
performed. 

b)  In order to qual i fy for  uni lateral  cancel lat ion a trade must be proved beyond doubt to 
deviate considerably from Fair  Market Value of the secur i ty and term in quest ion and to 
cause a f inancial  loss greater  than a certa in monetary value threshold, as indicated in 
let ter  d) .  Fai r Market Value is defined using the fo l lowing three steps:- 

o  Compar ison with last trade executed in same Secur i ty/Term in  a s ize no less than 
€25m within the previous 5 minutes. 

o  In the absence of trades within the f ive minute window, compar ison is made with 
the best proposal in  a s ize no less than €25m at  the t ime of the trade execut ion and 
on the same side (Bid or  Offer) .  I .e.  I f  the suspected error  trade was caused by 
aggression of a B id, then the next  best  B id is considered. I f  suspected error  trade 
was caused by aggression of an Offer  then the next best Offer  is considered.  

o  I f  there are no trades and no proposals against which an accurate p ic ture of Fair  
Market value can be formed then the Management Company wi l l  immediately 
request of f ive member banks their  opinion as to fair  market value at the t ime of 
t rade execut ion.  

�  The Management Company wi l l  d iscard the highest and lowest values and 
calculate the average from the remaining three rates to determine Fair  
Market Value. 

�  The f ive banks consul ted are chosen from the top ten banks trading on the 
MMF Repo Market,  by volume in the previous calendar year,  and exclude 
e i ther party of the disputed transact ion.  

c) I f  after fo l lowing the three steps above,  due to market volat i l i ty and the inabi l i ty of the 
banks surveyed to make a price, the Management Company is st i l l  unable to ascertain Fair  
Market Value then the Management Company wi l l  not be able to proceed with a uni lateral  
cancel lat ion. 

 
d)  Once fair  market va lue is ascerta ined the al leged error  t rade must  a lso be shown to 

deviate from this va lue by the fo l lowing amounts and to cause a f inancial  loss greater  
than the relevant monetary va lue threshold to qual ify for  uni la teral  cancel la t ion: 

�  Specif ic  trade up to 1 Week in durat ion by over 100 basis points and causing a 
f inancial  loss greater  than €2,500 .  

�  Specif ic  trade greater  than 1 Week and up to 3 Months in durat ion by over 50 
basis points and causing a f inancial  loss greater  than €5,000 .  

�  Specif ic  trade greater  than 3Months and up to 1 Year in durat ion by over 25 basis 
points and causing a f inancial  loss greater  than €5,000 .  

�  GC Trade up to 1 Week in durat ion by over 20 basis points and causing a f inancial  
loss greater  than €5,000. .  

�  GC Trade greater  than 1 Week and up to 3 Months in durat ion by over 10 basis 
points and causing a f inancial  loss greater  than €10,000.  

�  GC Trade greater  than 3Months and up to 1 Year in durat ion by over 10 basis 
points and causing a f inancial  loss greater  than €10,000 .  

 
e) I f  after fo l lowing al l  of the steps above the reported error  t rades is proved to deviate 

signif icant ly from Fair  Market va lue based on the cr i ter ia l isted above and to cause a 
f inancial  loss greater  than the monetary va lue thresholds l is ted above,  the Management  
Company wi l l  enforce the uni la teral  cancel lat ion of the trade. 
The Management  Company wi l l  inform the interested part ies via  te lephone (with 
confirmation via e-mai l)  of i ts decision regarding the cancel lat ion request with in 60 
minutes from the not i f icat ion of the error  trade. 

 
 
4.Major  Markey Incident  
 In the event of a MMI, the provis ions of art ic le 25, paragraph 3 shal l  apply.  


