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1 Introduction

This document describes the main features of the market model for the Oslo Børs Fixed Income market as it is proposed to be implemented in the TradElect trading system. 

The current version is a draft may be changed. All codes and IDs described may be subject to change. 
1.1 Other relevant documents

Current technical specifications for TradElect and Infolect can be retrieved via our web site http://www.obvps.no/obvps_eng/Frontpage/Delta/TradElect-for-cash-markets/Technical-documentation 

1.2 Definitions

Some terms that will be used throughout the document:

	Term
	Description

	BBO
	Best Bid and Offer.

	H/L/LTP
	Official high, low, last calculation.

	EMS
	Exchange Market Size – will be set for each security.


Participant structure
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A Member ID will be assigned to each member. The Member ID will be unique in the TradElect system.  For members who already are connected to other TradElect markets (e.g. LSE) an additional, Oslo Børs specific Member ID and member mnemonic will be assigned.
A member will have one or more Trader groups. All authorizations are set at this level. This means that a member may assign e.g. one Trader group to trade equities only and another to trade fixed-income only.
Each member will have to set up their own structure of Trader groups to suit their needs. However, Oslo Børs will require that some specific types of trading activity are identified by special Trader groups for that purpose. For fixed income this includes:
· Manual trading

· Order-routing activity

· DMA solutions

· Algorithmic trading
· Participation in issuing auctions and buy back auctions
One member may have more than one trader group for each type of activity.
A Role is a defined set of activities that any Trader group assigned to that role is able to undertake; e.g.

· The ability to enter orders and the use of specific order types

· The ability to enter trade reports and the use of specific trade types

· The ability to enter quotes

· Additional validation; e.g. minimum order size or maximum spreads

The detailed configuration of Trader Groups and Roles has to be agreed between each member and Oslo Børs.

A Trader group consists of one or more Trader IDs. One Trader ID may be included in more than one Trader group. The use of Trader ID is optional. However, it is strongly recommended that the members include Trader ID in orders and trades, because it makes it easier for i.a. Oslo Børs Market surveillance to contact the right person directly when needed.
Market structure
In general, the market structure in TradElect consists of four levels:

· The Market defines the geographical elements of the trading environment; e.g. business calendar and time zone. A market may have many segments connected to it. Oslo Børs’ trading will be in the market “OB”.

· A Segment is a set of sectors where common features apply to the securities; e.g. tick size and other high level specifications of the trading model.

· A Sector is a set of securities with common behaviour; e.g. price monitoring thresholds.

· A Security is the tradable instrument.

The Oslo Børs Fixed Income Market in TradElect will have the following structure:
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Below, each segment is described. Segments and sector codes may be subject to change.
	Segment
	Sector (s)
	Description / Comment

	OBAU
	OBAM
	OBFI Automatch (OBAU)

Oslo Børs: The only segment in the fixed income market where there are continuous automatch trading. There is no price monitoring. Static tick size.

	
	
	OB Automatch (OBAM)

This sector includes bonds that are traded by an opening auction followed by automatch. Historically only government bonds have had automatch trading on Oslo Børs.

	OBOC
	OBC1
	OBFI Call (OBOC)

Oslo Børs: This segment has an opening auction and a closing auction. In between of the auctions this segment is subject to order entering and manual trade reports. 

	
	
	OB Call (OBC1)

Historically, this segment includes corporate bonds for Oslo Børs.

	OBTM
	OBTP
	OBFI Telephone (OBTM)

Oslo Børs: This segment is subject to order entering and manual trade reports. Orders are visible to the market with counterparties. No individual trades are visible to the market. When the market closes an average price and traded volume will be published.

	
	
	OB Telephone (OBTP)

There are currently no bonds issued in this sector. However, this is subject to change overnight.

	OBIA
	OBIG
	OBFI Issuing Auctions (OBIA)

Oslo Børs: Non-dominant orderbook. This segment is subject to ad hoc issuing auctions. The Dutch Auction Model is used. Only the Central Bank and primary dealers will have access.

	
	
	OB Issuing Auctions (OBIG)

This sector includes only government bonds. The order book is only active during an issuing auction.

	OBBA
	OBBG
	OBFI Buyback Auctions (OBBA)

Oslo Børs: Non-dominant orderbook. This segment is subject to ad hoc buy-back auctions. The Dutch Auction Model is used. Only the Central Bank and primary dealers will have access.

	
	
	OB Buy-back Auctions (OBBG)

This sector includes only government bonds on an ad hoc basis.  The order book is only active during a buy back auction.

	OBUB
	OBUA
	OBFI Unlimited buyback Auctions (OBUB)

Oslo Børs: Non-dominant orderbook. This segment is subject to ad hoc buy-back auctions. The Dutch Auction Model is used. Access for all fixed income members on Oslo Børs.

	
	
	OB Unlimited Buy-back Auctions (OBUA)

This sector includes only government bonds. The order book is only active during a buy back auction.

	OABM
	OAB1
	OAFI ABM (OABM)

Oslo ABM: This segment is subject to order entering and manual trade reports. No automatch, opening auction or closing auction.

	
	
	OA ABM (OAB1)

Historically, this segment includes corporate bonds for Oslo ABM.

	OABT
	OAT1
	OAFI Telephone (OABT)

Oslo ABM: This segment is subject to order entering and manual trade reports. Orders are visible to the market with counterparties. No individual trades are visible to the market. When the market closes an average price and total traded volume will be published.

	
	
	OA Telephone (OAT1)

There are currently no bonds issued in this sector. However, this is subject to change overnight.


The trading day

The trading day will follow the current model, with continuous trading from approx 09:00 to 16:00. The opening behaviour in the OBFI Automatch segment and OBFI Ord Call segment will include an uncross which will occur for all securities within a 30 second window. The fixed income segments are not subject to price monitoring. 

	Segment


	OBFI Automatch (OBAU)
	OBFI Call (OBOC
	OBFI Tlf. (OBTM)
	OBFI Issuing Auctions (OBIA)


	OBFI Buyback Auctions (OBBA)
	OBFI Unlimited Buyback Auctions (OBUB)
	OAFI ABM (OABM)
	OAFI Tlf (OABT)



	Open
	08.10
	08.10
	08.10
	08.10
	08.10
	08.10
	08.10
	08.10

	Order Expiry Period
	08.10
	08.10
	08.10
	N/A
	N/A
	N/A
	08.10
	08.10

	Start trade reporting/
publishing service
	08:15
	08:15
	08:15
	N/A
	N/A
	N/A
	08:15
	08:15

	Start order entry/
maintenance
	08:15
	08:15
	09:00
	Ad hoc
	Ad hoc
	Ad hoc
	09:00
	09:00

	Start H/L/LTP
	9:00
	9:00
	N/A
	N/A
	N/A
	N/A
	9:00
	N/A

	Start BBO
	08:45
	08:45
	9:00
	N/A
	N/A
	N/A
	09:00
	9:00

	Opening auction
	09:00
	09:00
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A

	Start of continuous trading
	09:00
	09:00
	09:00
	N/A
	N/A
	N/A
	09:00
	09:00

	Intraday auctions
	N/A
	N/A
	N/A
	Subject to issuing auctions
	Subject to buy-back auctions
	Subject to buy-back auctions
	N/A
	N/A

	Dead Period
	N/A
	N/A
	N/A
	Subject between end of order management and allocation
	Subject between end of order management and allocation
	Subject between end of order management and allocation
	N/A
	N/A

	End of continuous trading
	16:00
	16:00
	16:00
	N/A
	N/A
	N/A
	16:00
	16:00

	Closing auction
	N/A
	16:00
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A

	Stop order maintenance
	16:00
	16:00
	16:00
	Ad hoc
	Ad hoc
	Ad hoc
	16:00
	16:00

	Stop trade reporting/

publishing service
	16:00
	16:00
	16:00
	N/A
	N/A
	N/A
	16:00
	16:00


Auctions will take place as specified above:

· At market opening: Opens 09.00 AM

· Ad hoc (Dutch auctions): On the day of the auction order entrance from the primary dealer starts at 10:15. (Buy or sell orders, dependent on what segment). At 11:00 the order entry stops. The allocation is performed at 11:10.

· At market close: Starts 16.00. No price monitoring. 
2 Orders

This section describes characteristics of orders in the Oslo Børs fixed income markets from a market perspective. Further details are included in the Technical Specification documents.

2.1 Market mechanism/Order Types
The Oslo Børs fixed income markets will support the following order types:

	Segment
	Sector
	Order Types
	Description / Comment

	OBAU
	 All
	Limit 
Iceberg

	Limit Order:

A limit order is stored and displayed in the order book with a limit price and a full volume – unless it is executed in full or partially at order entry. The member’s ID will be displayed to members but will not be displayed to the public.
Iceberg Order:

An iceberg order has always a price limit. It has two volumes:

· A “maximum displayed amount” which defines the volume to be displayed in the order book at entry and when the volume is replenished;

· A “total amount” which defines the maximum volume of the order.

When the “maximum displayed amount” has been executed, a new “maximum displayed amount” is displayed and the remaining “total amount” is reduced accordingly. Each time a new “maximum displayed amount” is displayed; the order will have a new time priority. The member’s ID will be displayed with the public order flow.

	OBOC

OBTM

OABM

OABT

OBIA
OBBA

OBUB
	All
	Limit order 
	Limit order:

A limit order is stored and displayed in the order book with a limit price and a full volume – unless it is executed in full or partially at order entry. The member’s ID will be displayed to members but will not be displayed to the public.

	OBIA
OBBA

OBUB
	All
	Committed principal
	Committed Principal
A committed principal will work as a limit order. This market mechanism type will only be used by the central bank and only during issuing and buyback auctions.


2.2 Order Validity
On order’s validity defines when the order shall be available in the order book. There are three different types of order validity:

· Execution based validity

· Time based validity

· Period based validity

Each of the available validity settings is described in the table below:

	Order validity
	Description

	Execution based:
	

	ENE (Execute and eliminate)
	The system will attempt to execute as much as possible of the order’s volume in the order book, price limit permitting. Any unexecuted volume is cancelled. 

	FOK (Fill or kill)
	The order is either fully executed, or it is not executed at all, but immediately cancelled.

	Time based:
	

	GTC (Good till cancelled)
	The order will be executed as much as possible, and any unexecuted volume will reside in the order book for a maximum of 90 days, or until it is executed or cancelled.

	GTT (Good till time)
	The order will execute as much as possible, and any unexecuted volume will reside in the order book until the defined date and time (maximum 90 days), or until it is executed or cancelled.

	Period based:
	

	ATC (At the close)
	The order will be inserted into the order book when the closing auction starts. Unless the order is executed during the auction it is deleted when the closing auction ends.

	ATO (At the open)
	The order will be inserted into the order book when the opening auction starts. Unless the order is executed during the opening auction, it is deleted when the opening auction ends. 

	GFA (Good for auction)
	The order will be inserted into the order book when the next auction starts – irrespective of the type of auction (open, close, AESP or other). Unless the order is executed during the auction, it is deleted when the auction ends

	GFD (Good for day)
	The order will be executed as much as possible, and any unexecuted volume will reside in the order book until the closing period, or until it is executed or cancelled.


In the table below it is described which types of order validity that may be used in each segment. 

	Segment
	Sector
	Order Validity

	OBFI Automatch (OBAU)
	*
	ENE (Execute and Eliminate)

FOK (Fill or Kill)

ATO (At the Open)

GFA (Good for Auction)

GTT (Good till time)

GTC (Good till cancelled – max 90 days)

GFD (Good for Day)

	OBFI Call (OBOC)
	*
	GTC (Good till cancelled – max 90 days)

GTT (Good till time/date and time)

GFD (Good for Day)
GFA (Good for auction)

	OBFI Tlf. (OBTM)
	*
	GTC (Good till cancelled – max 90 days)

GFD (Good for Day)
GTT (Good till time)

	OAFI ABM (OABM)

	*
	GTC (Good till cancelled – max 90 days)

GFD (Good for Day)
GTT (Good till time)

	OAFI Tlf (OABT)


	*
	GTC (Good till cancelled – max 90 days)

GFD (Good for Day)
GTT (Good till time)

	OBFI Issuing Auctions (OBIA)


	*
	GFD (Good for day)

GTC (Good till cancelled)

	OBFI Buyback Auctions (OBBA)
	*
	GFD (Good for day)

GTC (Good till cancelled)

	OBFI Unlimited Buyback Auctions (OBUB)
	*
	GFD (Good for day)

GTC (Good till cancelled)


2.3 Parked orders

When using a period-based validity type and entering an order prior to the applicable period, the order is “parked” outside the order book and is not executable or publicly available. However, the member may modify the order.

When the appropriate period starts and the parked order is inserted into the order book, it will have a time priority as if it was inserted into the order book by the member at period start. The order will have a “later” time priority than orders which already were active in the order book, and a “newer” time priority than any orders arriving in the order book during the period in question. The relative time priority between parked orders is not changed.
2.4 Order Size

For bonds listed on Oslo Børs, the lot size for all and the minimum order size is 100.000 NOK or 1.000.000 NOK dependent on the type of bond. For bonds listed in other currencies, the lot size will reflect this. The order size must be an integer i.e., fractions are not allowed. 

For bonds listed on Oslo ABM, the lot size will equal face value of one bond. The size must be an integer, i.e. fractions are not allowed.

The peak size (i.e. the first, visible portion) of an Iceberg order must be greater than the minimum peak size which is defined relative to the Exchange Market Size (EMS). The EMS-value equals one lot size.
2.5 Order Price/tick size
Order prices will be in percentage of face value. A four way key combined from the instrument code, country of register, market segment code and currency code will show which currencies instruments are traded in. 

The price of an order must be in a multiple of the security’s tick size. Price of a trade does not need to be in a multiple of the security’s tick size and the price may contain up to 8 decimals.
	Price Format Code

	Price Format Value

	Description


	Z

	0.0001

	For bonds with less than 12  months left to maturity


	J

	0.01

	For bonds with more than 12 months left to maturity



	
	


2.6 Other information connected with an order

2.6.1 Dealing Capacity

For each order it must be indicated in which capacity the participant is dealing; i.e. Agency or Principal.

2.6.2 Settlement Account and Settlement Venue

With the current (i.e. non-CCP) settlement procedures, the values of the Settlement Account and the Clearing Type (in some documentation referred to as Settlement Venue) are not used by the trading system. Clearing Type will be set to NCL (No Clearing).  
Settlement Account is a mandatory field for orders and trades and the following options are available: H (House), C (Client) and S (Standing).
2.6.3 Client reference

The Client reference is mandatory when dealing in Agency capacity, and is used to specify a reference to the client on whose behalf the member inserted the order. 

	
	


2.7 Order Priority
When the TradElect system executes orders it will prioritize the orders as follows:

1. Price - “Market” orders have highest priority.
2. Counterparty - i.e. orders with same member and internalisation group as the aggressive order have higher priority (Order preferencing). 
3. Visibility (i.e. visible orders (including iceberg peaks) have higher priority than hidden orders at the same price. Each iceberg peak refresh will also have higher priority than hidden orders at the same price).

4. Time.
Order modification may impact order priority:
	Change
	Impact on priority

	Increase the order size
	The order loses time priority

	Decrease the order size
	No impact

	Change the order price
	A new time priority is assigned to the order. The order is considered to be aggressive if it matches, i.e. it is processed like a new order. 

	Date and time validity, participant reference, client reference
	No impact on the order’s priority.


For Iceberg orders, any size changes are applied to the hidden volume and do not impact the priority of the peak volume. If the size decrease is more than the hidden volume, the peak size is reduced; if the size decrease is equal to the total volume, the order is removed.
Trades

2.8 Automatic trades

When orders are executed by TradElect, trades are automatically created, trade details are disseminated to the involved parties, and public information is published in InfoLect.
Trades from auction uncrossing are identified by trade type “UT”, while trades from continuous trading are identified by trade type “AT”.

2.9 Trade registration – Manual trades

Trades in Oslo Børs/Oslo ABM listed securities executed away from the order book (i.e. manual trades) must be reported via TradElect. Each reported manual trade must include information about

· Counterpart ID: The Member ID of the counterpart, or – if the counterpart is not a member – a “generic” ID (e.g. NONMEMBER).

· Date and time of the trade

· Buy or Sell

· Price and Size of the trade

· Trade type: Several options are available as listed in section 6.3. Note that deferred publication of trades is managed by the use of trade type. More detailed descriptions of when to use which trade type will be made available in connection with publication of the revised member rules.

· Dealing Capacity of the Member: Agency or Principal
Automatch and manual trades are published in InfoLect without counterpart ID. 

For the fixed income segments the full dual sided trade reporting method will be used. Dual sided trade reports are published on match, when the counterparty has accepted the trade, subject to publication time. 

2.10 Trade types

The available trade types for manual trades are included in the table below:

	Trade type
	Description
	Orderbook/Manual
	Publishes

	AT
	Automatic trade
	Orderbook
	Immediate

	UT
	Uncrossing Trade
	Orderbook
	Immediate

	O
	Ordinary trade
	Manual
	Immediate 

	ON
	Non-standard settlement
	Manual
	Immediate 

	OR
	Repo
	Manual
	Immediate

	OU
	Outside of opening hours

	Manual
	Immediate

	OE
	Exchange granted trade
	Manual
	Immediate

	OH
	Other

	Manual
	Immediate

	OL
	Odd lot

	Manual
	Immediate

	OK
	Ordinary trade delayed publication
	Manual
	Delayed 

	DN
	Non-standard settlement delayed publication
	Manual
	Delayed

	DR
	Repo delayed publication
	Manual
	Delayed

	DU
	Outside of opening hours delayed publication2
	Manual
	Delayed

	DE
	Exchange granted trade delayed publication
	Manual
	Delayed

	DH
	Other delayed publication3
	Manual
	Delayed

	DL
	Odd lot delayed publication4
	Manual
	Delayed


2.10.1 Repurchase Agreement Trades - REPO

Repurchase agreement contracts will be manually registered only. Repo trades have two settlement dates in order to demonstrate both the sell and the buyback in one single trade. Standard and Non Standard Repos will be processed in exactly the same way.
For Repo Trade Types, validation will be applied to confirm that the settlement date fields are populated and are in the correct format and that Settlement Date 2 is falling on or after Settlement Date 1.
2.11 Trade amendment / cancellation

2.11.1 Manual trades
When submitting an amendment the process is:

· Cancel the original trade report by submitting a cancellation message using the original trade code. A manual trade will not be considered as cancelled until both counterparties have accepted the cancellation.

· If correcting, submit a new trade report containing the corrected details.
2.12 Automatic trades

Cancellation of automatic trades can only be done with the assistance of Oslo Børs Market Surveillance. A detailed procedure will be issued.
2.13 Settlement date

For bonds with original time to maturity of maximum 12 months, standard settlement cycle will be T+2.

For bonds with original time to maturity exceeding 12 months, standard settlement cycle will be T+3.
3 Market Information - Transparency
3.1 Orders

For all securities, all visible orders residing in the order book will be updated and published continuously. This applies even during the auction call periods – there will be no change of transparency (e.g. Market-by-Order -> Market-by-Level) between the different trading periods.
The hidden part of iceberg orders will not be published on a general basis. However, during auction calls the indicative uncrossing price and size message will include in the Uncrossing Volume the matchable volume of any iceberg order(s) and not just the peak(s).
During the auction call periods, the indicative execution price (“equilibrium price”) is published.

For each visible order, the system publishes: 

· Security

· Buy/sell

· Price

· Volume (current peak for iceberg orders)

· Public order id

· Member ID

· Yield (for fixed rate bullet bonds)

3.2 Trades

Trades which are created from automatic order execution are always published in real time. The same applies for manual trades, unless deferred publication is requested.

For all trades, the following information will be published:

· Security

· Price

· Volume

· Trade Type

· Trade date and time

· Yield (for fixed rate bullet bonds)

· Settlement date(s)

For trades in securities which are included in the OBTM and the OABT segments, no trades are disseminated. However, after market close each day, Oslo Børs will make available certain statistics. 

3.3 Other information

In addition to information related to orders and trades, Oslo Børs will publish through the system

· All indices calculated by Oslo Børs in real time (including e.g. ST1X-ST5X)

· OBDN News – Company announcements which the issuers publish through Oslo Børs’ Distribution Network (OBDN) service. Announcements which are published by Oslo Børs (e.g. mandatory notification of trade, listing of securities, notification of large shareholdings) are also included.

� Will be used for all Ordinary trades that are entered into outside of opening hours (i.e. before 9:00 or after 16:00 on any trading day)


� Will be used for trades where the following trade types are used today: Portfolio trade, derivatives related trade, volume weighted average trade


� Will be used for all odd lot trades, regardless of what the trade represents.
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