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Introduction

« The new Rulebook will come into effect simultaneously as
TradElect® is launched on Oslo Bgrs and Oslo Axess -
planned for 12 April 2010

« Replaces the Norex Member Rules in its entirety

« The Rulebook is in relation to layout and content based on
the London Stock Exchange’s (LSE) rules

« Prepared in an English version only



Consultation process

« A draft Rulebook was sent to members for comments 30
September

« Oslo Bgrs received useful and constructive comments from
members and the Norwegian Securities Dealers Association.
Several of the comments received resulted in amendments
of the Rulebook.

« A version of the Rulebook with correction marks showing
these amendments will be made available on our website
(www.oslobors.no) accompanied by a brief explanatory
memo.



http://www.ose.no/

Scope

« The new Rulebook applies to trading on:
(i) Oslo Bars
- Equities
- Fixed income instruments
(ii) Oslo Axess
- Equities

« The term “equities” comprises shares, equity certificates,
ETFs, ETCs, warrants and financial certificates

« The new Rulebook does not apply to trading in derivatives

« A separate set of rules is adopted for the unregulated bond
market Oslo ABM

- Note that these rules have the same layout as the Rulebook - and
where applicable the same content.
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Structure

« The Rulebook has been drafted on the basis of and with the
aim to harmonize the content with the LSE Rulebook

« Rules and guidance
- Guidance is equally binding as rules
- Rules prevail in case of inconsistency between rules and guidance
- Same amendment procedure applies to rules and guidance

Qs
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Structure continued

The new Rulebook
« contains shorter and more pointed rules

* is shorter and simpler inter alia because technical details on
functionality is taken out of the Rulebook and included in
two separate market model documents for equities and
fixed interest securities attached to the Rulebook as
appendices

* is more member firm oriented (not directed to the individual
trader)



Content of the Rulebook

« Definitions

« Core Rules

« Order Book Trading Rules

« Off Order Book Trading Rules
« Settlement and Clearing Rules
« Compliance

« Appendices

- Marked model equities
- Marked model fixed interest securities



Core Rules

- Types of membership
- Full membership (require CCP-clearing)
- Equity membership (require CCP-clearing)
- Fixed interest membership
- Limited membership (segment, sector, etc.)

« All members must enter into a new membership agreement
- "Sign-on” document

Contains reference to the liability clauses in the Rulebook

Governed by Norwegian law, with Oslo District Court as legal venue

Document to be returned to Oslo Bgrs by 22 March 2010

Qs
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Core rules continued

 Trader ID

- Contrary to NMR the new Rulebook does not require the identity of the
individual trader to be entered with the order

- However, Oslo Bgrs’ clear recommendation to its members is that
they still utilize their systems with individual Trader ID

- for security reasons

- in order to more efficiently comply with the obligation to disclose the identity
of the person who has entered an order

- Oslo Bgrs can at any time in accordance with rule 1112 request the
member to disclose the identity of individual traders
« Training and exam for traders no longer mandatory
- Oslo Bgrs will provide similar training as an option for members

- According to the Rulebook member firms are obliged to ensure that
their employees have the required level of knowledge and skill

Qs
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Core rules continued

 Voice recording - rule 1090

- Member firms are required to comply with local legislation regarding
voice recording

Qs
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Order book trading rules

« Orders must be divided into trader groups - rule 2010:
- Algorithmic trading
- Member authorized connection (DMA)
- Order routing
- Trader initiated trading

« Ensure efficient monitoring of trading

 Differences between member authorized connection and
algorithmic trading
- Guidance to rule 2010
- Arrangement governed and controlled by the member

Qs
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Trade reporting rules

14

On Exchange

Mandatory Trade
Reporting

Orders that are
automatically
matched in the
order book

Trades in Oslo Bgrs
listed papers outside
of the order book
where the parties
agree that the trades
shall be governed by
Oslo Bgrs trading
rules

Equities

Off Exchange
Trades/OTC
Voluntary Trade
Reporting

Trades outside
the order book
(with no
reference to
Oslo Bgrs
trading rules)
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Trade reporting rules continued

« Fixed interest instruments (Oslo Bgrs and Oslo ABM)

- All trades undertaken by member firms in fixed interest securities listed
on Oslo Bgrs or Oslo ABM are on Exchange, governed by the trading
rules and shall be reported accordingly to the Exchange.

 All trades (on and off exchange) will be published by Oslo
Bgrs
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Trade reporting rules continued

« The equity market has single sided reporting
« The fixed income market has double sided reporting

« The reporting requirements are not to be confused with TRS
(FSA Transaction Reporting System)
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Extraordinary measures

« Matching halt - rule 1510

- Halt in electronic trading
- Orders remain in the order book
- Obligation to report on Exchange trades

« Regulatory suspension- rule 1500
- Halt in electronic trading
- All orders automatically deleted
- Obligation to report on Exchange trades (differs from LSE)

« In both cases trading will start with an auction

17
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Extraordinary measures continued

« The rules imply no policy change from NMR

« The Exchanges option to delete orders and trades is
continued, - rule 2108 and 2120

e Current market value - rule 1300.6
- Separate definitions for orders and trades

« Trades can be rendered unofficial — rule 2121
- Will not count as last traded price
- Will not influence indices
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Other issues

 Principle of ownership markings is continued (Agency,
Principal)

Mandatory field

Important for Exchange monitoring

Accuracy in ownership markings is important to Market Surveillance in
deciding when to demand information

Low accuracy will cause unnecessary inquiries

Qs
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Central Counterparty (CCP) clearing

« Oslo Bgrs will introduce CCP-clearing for equities from 12
May 2010

« Oslo Clearing is appointed CCP for Oslo Bgrs

« It will be mandatory to clear all trades in the following
equities: shares, equity certificates and exchange traded
funds

« LCH.Clearnet, Oslo Clearing and Oslo Bgrs have signed an
MoU regarding clearing for Oslo Bgrs and interoperability
with Oslo Clearing
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Market model &
functionality - Equities

January 2010



Market model and functionality - Topics

« Equities
- The Trading Day
- Market Structure
- Orders
- Order Execution
- Manual Trades
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The Trading Day - Cash Equities

Trade reporting, manual trades

Closing
Auction

Continuous Trading

Uncross
Uncross

08:15 08:45 09:00 17:20 17:25 18:15

All times are in CET

Qs
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Market Structure— Cash Equities

Market
Segment
Sector

Instrument

24

Warrants

(OBWR)

OB Stnle Warrants W Certif.
& New: plain (OBW2)
OBSN (OBW1)

ERICWO9E85H
A

OAX

Shares
OAX1

OBXEDNBN
OR
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Orders — Order Types

Market Mechanisms
Limit Order
Stored and displayed in order book
Market Order
No price, persists in order book only during auctions
Iceberg Order

Limit order, displays a part of the total volume, minimum peak size
= 1 * Exchange Market Size (EMS)

Hidden Limit Order

Limit order, never displayed, may have Minimum Execution Size
(MES) restrictions, minimum order size relative to ADT (MiFID)

Hidden Pegged Order

Limit is calculated from current BBO, never displayed, continuous
trading only, minimum order size relative to ADT (MiFID)

Qs
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Iceberg orders — Minimum peak size

The minimum peak size is 1 * EMS
Exchange Market Size (EMS) defined for each instrument:
« No of shares (rounded), equivalent to approx
NOK 500,000 in OBX segment
NOK 200,000 in OBMA, OAX, OBPC segments
Subscription rights may be different
« 10,000 in OBWR segment
« 1,000 in OBFU segment

Quarterly review
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Hidden orders

« Consideration must be more than “large in size” (ref MIiFID)

<4.5MNOK <9MNOK | <225MNOK | <450MNOK | >=450MNOK

Minimum 450 000 900 000 2 250 000 3 600 000 4 500 000

« Hidden Limit

« Minimum Execution Size (MES)
- Included in continuous trading and auction
- Executed against one or many orders (incl other MES)
- But: MES condition will not apply in auction



Hidden pegged orders

- Hidden Pegged Orders

- Continuous trading only

Deleted at end-of-day
Pegged to: Best Bid or Best Offer or Mid-Price with a differential (ticks)
Max 10 ticks outside spread

Will be suspended if no price to peg to
Not included in auction (“parked”)

A “hard limit” may be set

- If the “hard limit” is reached, the order is like a hidden limit order
- If the reference price moves back within the limit, the order is pegged again

Qs
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Orders — Other parameters

« Tick size
- Dynamic tick sizes — no change:
OBX
Other shares, Equity certificates, Warrants
ETFs
. Lot size
- Lot size =1
« Transparency

- Market-by-Order, no member ID, all periods

Price Validation

- Fat Finger Control (General rule): +/- 50% from market price
- Price monitoring

Dealing capacity
- Agent or Principal

Qs
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Orders — Other parameters (2)

 Validity
- Execute and eliminate (ENE)
- Fill or Kill (FOK)
- Good-till-cancelled (max 90 days) (GTC)
- Good-till-time (GTT)
- At the Close (ATC) / At the Open (ATO)
- Good for Auction (GFA) / Good for Day (GFD)
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Orders — Order type and Validity

Limit

Iceberg N N Y Y Y Y Y Y
Market Y Y N N N Y Y Y
Pegged Y Y Y Y N N N N
Hidden N N Y Y Y Y Y Y

31 OSLO BORS



Orders — Priority

32

Price (Market orders have highest priority)
Counterparty (Preferencing)
Visibility (i.e. Hidden orders have lower prio)

s W

Time

Order Modification

Size increase: Loses priority
Size decrease: No impact
Price: New priority

Date & time validity; participant ref; client ref: No
impact



Order Execution — continuous Trading

Orders are executed in accordance with their priority

Price determination:
Passive price determination; or

Maximum Executable Volume inside resulting BBO
Note: Execution price may be between ticks

Hidden order which is partially matched:
Still hidden

Trade dissemination:
Each single trade is disseminated with counterparties

Trade Type 'AT’

Qs
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Order execution — Continuous trading (2)

If trading price breaches Price Monitoring threshold:

Automatic Execution Suspension Period (AESP) will be triggered
(i.e. an auction is started)

If AESP is triggered < 7 minutes before the closing auction,
the AESP auction will continue into the closing auction

Price Monitoring thresholds: Same as today’s circuit breakers

FOK order which would result in AESP if executed:

No AESP
Order deleted
No execution

Qs
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Order execution - auctions

Auction Call period
Transparency Market-by-Order
Indicative price is disseminated

Price:
Maximum executable volume
Including Market orders, Hidden Limit and Hidden/MES orders
MES constraint is not applied

Zero or more auction extension periods

Up to two Price Monitoring extensions (PME) if Price Monitoring threshold
is breached; and/or

One market order extension (MOE) if there are market orders which will
not execute in the uncross

Qs
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Order execution — auctions (2)

Uncross
At a random time within 30 sec interval
Random sequence of instruments (Open/Close)

Trade dissemination
Each single trade in the uncross is disseminated with counterparties
Trade Type 'UT’

Qs
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Order Execution - Auctions

Auction Call

Period

0-30 sec random

Price Mon Ext.

Instrument 1

Instrument 2
Instrument 3
Instrument 4
Instrument 5

Instrument 6

Latest closing time



Auction timetable

Auction Type Call Period Max no of Extensions DMEEER O.f
each extension

Opening call
AESP call
Resumption after Trading Halt

Closing call

* May be extended

38

15 min
3 min
3 min *

5 min

Price Mon
1

1

Market Order
1

1

1 min

1 min

1 min

1 min
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Manual Trades

Trade reporting / publishing
Available all day ie. 08:15 - 18:15 CET
Single-sided reporting: One member reports
Internal trades: Use counterparty "NMBR”

Deferred publication (“MiFID style”) supported (not OBFU, OBWR)

Deferral based on Trade Type
Consideration based

If trade is not eligible due to size it is published immediately
Manual pre-release is available

No service for non-listed
New trade types

Trade transparency:

Price, Volume, Trade Type, Counterparties

) Qs
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Trade Types

Trade Venue Orderbook or Segments Segments
Type Manual OBX, OBMA, OBFU, OBWR
OBPC, OAX

ut Uncrossing trade XOSL/ Orderbook Immediate
XOAS(*)
Negotiated trade ¢ delayed publ. XOSL/ Manual Delayed if meets size
requested XOAS(*) requirement
Ordinary trade ¢ delayed publ. XOSsL/ Manual Delayed if meets size
requested XOAS(*) requirement
DT Derivative Related XOSsL/ Manual Immediate
XOAS(*)
OTC trade XOFF Manual Immediate
Sl Trade Manual Immediate

“_--_--
Qs
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Market model &
functionality i Fixed Income
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Market structure - fixed income

Market
OBFI _ OBFI ] OAFI
Autoratch OBFI Call Teleph Issuing oarr asm [ O°F
Segment (OBAU) (0BOC) LELLLE (0ABM) CAET
oB oB 0B Unl OA ABM OA
Automatch Telephone Issuing ~back Telephane
SECtO r (OBAM) [[}ETP} Auct.(OBIG) Auct.(0BBG) AL?ctu?‘(OBfJA) el [DRTl)
- Corporate Corporate
Instrument NST... bonds bonds

eEXxisting repo-submarkets and bulletin board submarket will be discontinued

*ABM Professional and ABM Retail will be consolidated into one common segment, tickers
will reflect the differences

eAll repos should be reported in the main segment for the particular ISIN

eNo odd lot match - but odd lot reporting available

Qs
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The trading day (1)

Segment OBFI OBFI Call OBFI TIf.

Automatch (oBOC (OBTM)
((]:7:\V))]

Start trade reporting/ 08:15 08:15 08:15
publishing service ' ' '
Start order entry/
maintenance 08:15 08:15 09:00
Start H/L/LTP 9:00 9:00 N/A
Start BBO 08:45 08:45 9:00
Opening auction 09:00 09:00 N/A
Start of continuous trading 09:00 09:00 09:00
End of continuous trading

16:00 16:00 16:00
Closing auction N/A 16:00 N/A
Stop order maintenance

16:00 16:00 16:00
Stop trade reporting/ 16:00 16:00 16:00
publishing service ' ' '

Qs
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The trading day (2)

Segment OAFI ABM

(OABM)

OAFI TIf
(OABT)

Start trade reporting/ 08:15 08:15
publishing service ' '
Start order entry/
maintenance 09:00 09:00
Opening auction N/A N/A
Start of continuous trading 09:00 09:00
End of continuous trading

16:00 16:00
Stop trade reporting/ 16:00 16:00
publishing service ' '

44
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The trading day (3)

Segment OBFI Issuing OBFI Buyback OBFI1
Auctions Auctions Unlimited
(OBIA) ((0]:1:7:9) Buyback
Auctions
(OBUB)
Start order entry/ 10:15 10:15 10:15
maintenance
Stop order maintenance for 11:00 11:00 11:00
members
Orderbook reopens for Norges Bank 11:05 11:05 11:05
Allocation 11:10 11:10 11:10

Qs
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Order types - fixed income

Limit Iceberg Committed
principal*

OB Automatch X X
OB Call X
OB Telephone X
ABM X
ABM Telephone X
Issuing auction X X
Buyback X X
Unlimited X X
buyback

* To be used by Norges Bank only
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Order validity - fixed income

ENE FoK ATO GFA GTT GTC GFD

OBAU X X X X X X X
OBOC X X X X
OBTM X X X
OABM X X X
OABT X X X
OBIA X X
OBBA X X
OBUB X X
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Orders — other parameters

« Tick size:
- Less than 12 months to maturity: 0,0001
- More than 12 months to maturity: 0,01

e Lotsize:
- Oslo Bgrs: NOK 1 million og NOK 100.000
- Oslo ABM: Face value of a bond

 Transparency:.

- Orders:

- Members: Market by order with memberID
- Investors: Market by level without memberID
- Trades: Trade by trade without memberID (no individual trades
disseminated on the telephone segments)

Qs
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Order priority and execution

« As for equities

- but no price monitoring with subsequent Automatic Execution
Suspension Period (AESP)
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Manual trades

« Trade reporting
Available 8:15 - 16:00
Dual sided trade reports

Internal trades: Use counterparty “"NMBR”
New trade types

Up to 8 decimals in price

« Publishing
- Immediate unless deferred
- Deferred publication available (unchanged)

50
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Trade types

Trade type Description Orderbook/Manual Publishes
AT Automatic trade Orderbook Immediate
uT Uncrossing Trade Orderbook Immediate
(0] 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 0Odd lot Manual Immediate
OK Ordinary trade delayed publication Manual Delayed
DN Non-standard settlement delayed Manual Delayed
publication
DR Repo delayed publication Manual Delayed
DU Outside of opening hours delayed Manual Delayed
publication
DE Exchange granted trade delayed Manual Delayed
publication
DH Other delayed publication Manual Delayed
DL 0Odd lot delayed publication Manual Delayed
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