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Operational Clearing Procedures for Options Trading Exchange Participants
9.
MARGIN REQUIREMENT 
9.2
Portfolio Risk Margining System 
9.2.1
Mark-to-Market Margin 
Each day, after the close of trading, SEOCH marks the marginable positions to market with the fixing price of each option series determined by SEOCH. The resulting amount is called the Mark-to-Market margin. 

Unless otherwise determined by SEOCH under special circumstances, the fixing price of an option series shall be calculated as follows: 

i.
Subject to paragraph v, if there was a trade during the final fifteen-minute period, the following will apply: 

(a)
if the last trade was at or below the best bid price amongst the last bid price(s) that had any corresponding offer price(s) during the final fifteen-minute period, the fixing price will be such best bid price; 

(b)
if the last trade was at or above the best offer price amongst the last offer price(s) that had any corresponding bid price(s) during the final fifteen-minute period, the fixing price will be such best offer price;

(c)
if the last trade was between the best bid price amongst the last bid price(s) that had any corresponding offer price(s) during the final fifteen-minute period and the best corresponding offer price, then the fixing price will be the price of such last trade; and
(d)
if no pairs of bid and corresponding offer prices were available during the final fifteen-minute period, then the fixing price will be the price of such last trade.  

ii.
If there was no trade during the final fifteen-minute period, the fixing price will be calculated as the midpoint between the best bid price amongst the last bid price(s) that had any corresponding offer price(s) during the final fifteen-minute period and the best corresponding offer price, rounded to the nearest tick. However, if SEOCH determines that the bid-offer spread is not consistent with those of other expiry months with similar strike prices, and the resultant fixing price does not reflect the true market conditions, SEOCH will disregard this fixing price and proceed to the procedures laid down in paragraph iii.
iii.
If neither a trade nor a pair of bid and offer prices was available during the final fifteen-minute period, or if SEOCH determines according to paragraph ii that the procedures laid down in this paragraph iii should be followed, the fixing price of an option series shall be calculated by SEOCH using a model as prescribed by SEOCH with the volatility determined with reference to the following:
(a)
the prices of the option series of the same expiry month during the final fifteen-minute period;

(b)
the prices of the option series of the same expiry month prior to the final fifteen-minute period if no sufficient prices of the option series of the same expiry month during the final fifteen-minute period were available to determine the volatility of such option series;

(c)
the volatility and skewness of the option series of the same expiry month on the previous trading day if no sufficient prices of the option series of the same expiry month prior to the final fifteen-minute period were available to determine the volatility of such option series; and

(d)
other information provided by the Market Makers if no volatility or skewness of the option series of the same expiry month on the previous trading day was available.

iv.
SEOCH will adjust, where appropriate, the fixing price of an option series calculated under paragraph i, ii or iii according to the following and rounded to the nearest tick:

(a)
if the fixing price so determined is smaller than the intrinsic value of the option series, it will be adjusted to such intrinsic value;

(b)
if the fixing price so determined is greater than the upper boundary set by SEOCH based on a prescribed percentage of the theoretical price of the option series calculated according to the procedures laid down in paragraph iii, it will be adjusted to such upper boundary;

(c)
if the fixing price so determined is smaller than the lower boundary set by SEOCH based on a prescribed percentage of the theoretical price of the option series calculated according to the procedures laid down in paragraph iii, it will be adjusted to such lower boundary;

(d)
starting from the at-the-money to the most in-the-money option series of the same underlying, month and call/put type, if the fixing price is smaller than or equal to the fixing price of the preceding option series, it will be adjusted to a value not lower than the fixing price of such preceding option series;

(e)
starting from the at-the-money to the most out-of-the-money option series of the same underlying, month and call/put type, if the fixing price is greater than or equal to the fixing price of the preceding option series, it will be adjusted to a value not higher than the fixing price of such preceding option series; and

(f)
starting from the spot month to the most distant month option series of the same underlying, strike price and call/put type, if the fixing price is smaller than or equal to the fixing price of the preceding option series,  it will be adjusted to a value not lower than the fixing price of such preceding option series.

v.
Block Trade prices will not be used by SEOCH in determining the fixing price. 

vi.
Notwithstanding the above, SEOCH may, in its discretion, adjust or otherwise determine the fixing price of an option series. 

Appendix D. PORTFOLIO RISK MARGINING SYSTEM OF HKEX (PRiME)
Step 2:   Calculate the Mark-to-Market Margin

PRiME marks the marginable positions to market with the market closing price (or known as the fixing price) of each option series determined by SEOCH (market closing price * contract size * size of marginable positions).  The result is called the Mark-to-Market Margin.  This identifies the cost of liquidating the entire portfolio for this account within this option class at the fixing price.
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