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Information Circular IC05-33            
March 2005

Remote Market Maker Program Nears Launch 
Assuming SEC approval shortly, CBOE anticipates activation of the RMM program during the second 
quarter of 2005. RMM is a designation proposed for those individuals and organizations with a 
preference to operate as solely off-floor market makers. The program will allow individuals and 
member organizations to stream quotes into designated Hybrid 2.0 classes from locations outside 
of the physical trading crowds. They will be able to create customized class appointments, called 
virtual trading crowds (VTCs), which will allow them to cover a range of classes irrespective of their 
geographic location on the CBOE trading floor.  
 
Members should refer to Information Circulars IC05-24 and IC05-30 on the Legal website of  
CBOE.org at http://www.cboe.org/legal/crclInfo.aspx for information on how to qualify and apply 
for RMM status, the RMM class appointments’ formulas and procedures, class quoting limits, RMM 
obligations, membership and seat requirements, fee structures including the marketing fee program, 
connectivity, and rules governing multiple RMMs within an organization. As there may be ongoing 
modifications to the program, members can expect additional information circulars to be issued.

Staff Resources (for RMM program and Remote Access for On-Floor Market Maker program  
described below): 
Members with questions may contact the following:                                                     

Rules   Stephen Youhn, Attorney, at 312.786.7416 or (mailto: youhn@cboe.com) 

Connectivity   Curt Schumacher, Vice President and Chief Technology Officer, at    
   312.786.7564 or (mailto: curt@cboe.com) 
 
Business Issues   Dan Hustad, Vice President of Market Quality Assurance, at 312.786.7715  
   or (mailto: hustadd@cboe.com); Angela Redell, Director of Market Quality  
   Assurance, at 312.786.7559 or (mailto: redella@cboe.com) 
 
Remote Access Proposed for On-Floor Market Makers 
CBOE has submitted a rule filing to the SEC which proposes to allow CBOE trading floor market 
maker members to stream quotes into hybrid-enabled classes at their appointed post and station 
without requiring that they be present in their physical trading crowds. All fees, including transaction 
and marketing fees, would remain the same. Floor market makers would be “grandfathered” into 
their current primary crowd appointments. The SEC comment period on this proposal ends  
March 22, 2005.

The new floor market maker proposal would be in place for one year, at which time it would be  
re-evaluated.

Members should refer to Information Circular IC05-25 on the Legal website of CBOE.org at 
http://www.cboe.org/legal/crclInfo.aspx for details on how the proposal affects the market maker 
appointment process, quoting restrictions, market maker obligations and the connectivity process. 
As there may be ongoing modifications to the program, members can expect additional information 
circulars to be issued.
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CBOE Offer to Purchase CBOT Exercise Rights Delayed 
On February 25, 2005, SEC commissioners approved a rule filing which allowed CBOE to move 
forward with its offer to purchase exercise rights from full members of the CBOT. The rule filing 
was first approved by SEC staff last summer, but that approval order was appealed by a CBOE seat 
owner, causing a six month delay.

On Monday, March 7, the same seat owner filed a motion asking the SEC to reconsider its approval 
order. Because of this motion, the SEC informed CBOE that their February 25 approval order is no 
longer final, and will remain so until the SEC acts on the motion to reconsider.

The result is that CBOE is delayed from moving forward with the purchase offer. CBOE members will 
be kept informed of significant developments in this matter.

Hybrid Trading Update 
The conversion of all equity classes traded at CBOE to the Hybrid System was completed during the 
first week of January 2005. Approximately 1600 equities and 24 indexes are available for trading on 
the CBOE Hybrid System.

Hybrid allows market makers to display and trade on their own markets. Market makers should 
contact their autoquote provider and request a Hybrid login ID. Market makers must participate in a 
practice session and receive quote certification by CBOE Trading Operations staff before accessing 
the Hybrid in live trading.

Hybrid 2.0 
Hybrid 2.0 is being implemented in phases, and roll-out is being monitored by the Equity Market 
Performance Committee. As of the beginning of March, 384 classes were trading on Hybrid 2.0. 

Electronic Designated Primary Market Makers (e-DPMs) are expanding CBOE’s universe of liquidity 
providers by allowing firms to “stream” quotes electronically into the CBOE Hybrid Trading System 
from any location, creating a wider range of market participants accessing the system. DPMs and  
e-DPMs share in trade participation rights. 

The next phase of Hybrid 2.0 is the activation of the RMM program, which is awaiting SEC approval. 
(See lead story on page 1.)

Staff Resources 
Members with questions on Hybrid may contact the following:                                                     

Rules   Stephen Youhn, Attorney, at 312.786.7416 or (mailto: youhn@cboe.com) 

Connectivity   Curt Schumacher, Vice President and Chief Technology Officer, at    
   312.786.7564 or (mailto: curt@cboe.com)

Business Issues   Anthony Montesano, Vice President, Trading Operations, at 312.786.7365  
   or (mailto: montesan@cboe.com); Carol Zylius at 312.786.7174 or    
   (mailto: zyliusc@cboe.com)

HyTS® Terminal  Andrew Lowenthal, Director, Business Development, at 
Demonstrations  312.786.7180 or (mailto: lowenthl@cboe.com)

Additional information is available on the Hybrid website of CBOE.org at  
http://www.cboe.org/Hybrid.
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CBOE and SSE Sign Memorandum of Understanding 
On March 2, 2005 CBOE signed a Memorandum of Understanding (“MOU”) with the Shanghai Stock 
Exchange (SSE). The MOU lays the foundation for the potential exchange of information, personnel 
and other activities that may be of mutual interest to each exchange and their respective countries, 
and formalizes CBOE’s intention to have a continuing dialogue on the possible development of 
markets and products that are of interest to both exchanges.      

The Shanghai Stock Exchange was founded on November 26, 1990 and is a non-profit membership 
institution directly governed by the China Securities Regulatory Commission (CSRC). SSE is the 
largest market in mainland China in terms of number of listed companies, number of shares listed 
and total market value of shares traded.

CBOE Launches Options on SPDRs 
CBOE began trading options based on Standard & Poor’s® Depositary Receipts (SPDRs) on 
January 10, 2005. Chicago Trading Company, LLC (CTC) is the Designated Primary Market Maker  
in the options (ticker symbol: SPY), which trade on CBOE’s Hybrid Trading System.  

SPDRs represent shares of a security designed to track the value of the S&P 500.® The market value 
of the SPDR approximates 1/10 of the value of the S&P 500 Index.

For the month of February, industry-wide SPY average daily volume was 101,855 contracts. With a 
33% market share of total volume, CBOE was the busiest exchange with an average daily volume of 
33,436 contracts traded.

More information on SPY options, including contract specifications, is available at:  
http://www.cboe.com/SPDR.

CBOE Creates Two Indexes Based on the Dow Jones Industrial Average 
On January 12, 2005, CBOE announced that it plans to publish two new benchmark indexes, under 
an agreement with Dow Jones Company, based on the Dow Jones Industrial AverageSM: the CBOE 
Dow Jones Industrial Average BuyWrite Index (BXD) and the CBOE Dow Jones Industrial Average 
Volatility Index (VXD). Both will be based on prices of Options on the DowSM (DJX), traded at CBOE. 

The new CBOE Dow Jones Industrial Average BuyWrite Index (BXD) is a benchmark index that 
measures the performance of a theoretical portfolio that sells DJX call options against a portfolio of 
the stocks included in the Dow Jones Industrial Average (DJIA). A “buy-write,” also called a covered 
call, generally is considered to be an investment strategy in which an investor buys a stock or a 
basket of stocks, and also sells call options that correspond to the stock or basket of stocks. This 
strategy can be used to enhance portfolio returns and reduce volatility. 

CBOE also announced that it plans to disseminate the CBOE Dow Jones Industrial Average Volatility 
Index (VXD). The VXD will track the volatility of the DJIA by measuring implied volatility of near-term 
DJX options. The VXD is designed to reflect investors’ consensus view of future (30-day) expected 
market volatility in the DJIA, and as such, can be used as a benchmark of investor sentiment.

CBOE and Dow Jones created these two new benchmarks in response to customer demand for a 
quantified performance measure of the buy-write strategy using the DJX, and volatility of the widely 
followed Dow Jones Industrial Average Index.

For more information on the methodology and historical data of the CBOE BuyWrite and Volatility 
Indexes, please visit http://www.cboe.com/IndexSites. 
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CBOE Launches Options on the Mini-Russell 2000 Index 
On January 5, 2005, CBOE launched options based on one-tenth of the value of the Russell 2000® 
Index. Chicago Trading Company, LLC is serving as the DPM in the options, which are trading on the 
CBOE Hybrid Trading System. 

The Mini-Russell 2000 Index (ticker symbol: RMN) is based on 1/10th the value of the Russell 2000 
Index. The Russell 2000 Index (ticker symbol: RUT) is designed to measure the performance of the 
bottom 2,000 companies from a universe of the 3,000 largest stocks in the U.S., which represents 
approximately 8% of the total market capitalization of the Russell 3000® Index. 

Volume for the first two months of trading in RMN was 107,244 contracts traded. Average daily 
volume was 2,750. 

CBOE formulated reduced-value options on the Russell 2000 Index in response to investor demand 
for smaller, retail-sized, index options with point-and-click functionality. CBOE continues to offer 
RUT options, based on the full value of the Russell 2000 Index, as well as options on the iShares 
Russell 2000 Index Exchange Traded Fund (IWM) and options on 12 other Russell Indexes.

More information on the RMN and RUT options, including contract specifications, is available at: 
http://www.cboe.com/Russell.

CFE Lists Russell Indexes 
CBOE Futures Exchange, LLC (CFE) listed futures contracts on the Russell 1000® Index (ticker 
symbol: RN) and the Mini-Russell 2000 Index (ticker symbol: RT) for trading beginning February 7. 

Futures contracts on both the full-size Russell 1000 Index and the mini-size Russell 2000 Index 
trade electronically at CFE, via CBOEdirect®, the exchange’s screen-based trading system. 

LaBranche Structured Products, LLC was named the Designated Primary Market Maker (DPM) in 
the Russell 1000 Index futures and Timber Hill, LLC was named the DPM in the Mini-Russell 2000 
Index futures. 

CFE is a wholly-owned subsidiary of CBOE, and operates as an all-electronic exchange using 
CBOEdirect® as its trading platform. Trading Privilege Holder (TPH) permits are available to  
CBOE members and other eligible parties. TPH applications are available on the CBOE website at  
http://www.cboe.com/CFE or through the CBOE Membership Department. CBOE members trading 
on CFE are charged reduced fees, as opposed to non-CBOE members. The Options Clearing 
Corporation (OCC) clears all CFE trades. 

For contract specifications and more information, visit http://www.cboe.com/CFE or contact Patrick 
Fay, CFE Managing Director, at 312.786.7925.

CBOE Wins Two Index Awards 
On December 6, 2004, the CBOE S&P 500 BuyWrite IndexSM (BXMSM) was awarded the Most Innovative 
Benchmark Index distinction, and the CBOE Volatility Index® (VIX®) Futures product received the 
Most Innovative Index Derivative Award at the IMN/IndexUniverse Innovations in Indexing Awards 
Dinner at the Ninth Annual Super Bowl of Indexing Conference in Arizona. 

The conference was attended by more than 400 investment professionals and sponsored by more 
than fifty investment banks, brokerages, exchanges and index providers from around the world.  
CBOE received two of the four index products awards.

http://www.cboe.com/Russell
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Created and introduced by CBOE in April 2002, the BXM measures the performance of a theoretical 
portfolio that sells (or “writes”) S&P 500 Index call options (SPX) against a portfolio of the stocks 
included in the S&P 500 Stock Index. The index has become the standard benchmark for investors 
and investment professionals seeking a long-term track record of the buy-write strategy. In recent 
months, investment firms have introduced new investable products benchmarked to or indexed to 
the BXM Index. 

VIX Futures (ticker symbol: VX) are based on the CBOE Volatility Index, which was created by CBOE 
in 1993 and quickly became the benchmark index of market sentiment. VIX Futures, the first 
tradable product based on the VIX, began trading on the CBOE Futures Exchange (CFE) on March 
26, 2004. Derived from real-time S&P 500 Index option prices, VIX is designed to reflect investors’ 
consensus view of expected stock market volatility over the next 30 days. 

Professor Robert Whaley of Duke University played a major role in creating both the BXM and the 
VIX for CBOE.

Ibbotson Associates has concluded in a recent study that the BXM has had the best risk-adjusted 
performance of the major domestic and international equity-based indexes over the last 16 years. 
Ibbotson, based in Chicago, is a leading independent research firm specializing in asset allocation. 

2005 Committee Appointments Finalized 
Appointments to the CBOE 2005 Membership Committees were finalized by the Board of Directors 
at their meeting on January 26. For a listing of committee members, please log into the Member 
website of CBOE.org at http://www.cboe.org and select the “Committees” tab.

Live Broadcasts from CBOE 
Trading at CBOE is getting added media exposure through live television broadcasts, made possible 
through the recent installation of an in-house television camera at the back of the OEX pit.

Every Monday and Wednesday, Bloomberg TV features a segment at 2:47 p.m. Chicago time (CST), 
featuring live market updates and commentary from CBOE traders. Each segment, titled “Trader 
Talk,” runs about three minutes.

Jon Najarian (DRJ), a former CBOE member, has been appearing regularly as a guest contributor 
from the CBOE trading floor on CNBC-TV’s “Bullseye” program, hosted by Dylan Ratigan. “Bullseye” 
airs from 5 p.m. to 6 p.m. (CST) Monday through Friday.

Terry Savage uses the CBOE trading floor as her backdrop for “The Money Segment,” broadcast 
by WMAQ Ch. 5 News (NBC). Ms. Savage’s segment usually airs about 6:15 a.m. (CST) on Monday 
mornings, with a market summary and “money tips.”

The Options Institute Introduces Two New Courses 
The Options Institute, CBOE’s educational arm, is offering two new courses for financial planners 
and investment advisors. 

The pair of new options courses were specifically designed to educate financial advisors, registered 
investment advisors, financial planners and wealth managers on incorporating options techniques 
and strategies to client situations.  

The Options Course For Advisors and Planners is a one-day course designed for advisors and 
planners new to options. The course will help advisors better understand options concepts and 
strategies that can be utilized to manage the risk associated with owning stock, a mutual fund, 
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or an exchange-traded fund. The course will also illustrate how the use of options can potentially 
generate additional income for an investment portfolio.

Managing Concentrated Stock Positions is also a one-day course designed for advisors who have 
clients that own concentrated stock positions, often the largest planning hurdle for a high-net-worth 
client. This session will explore strategies to creatively use leverage, stock options, charitable gifts 
and derivatives to manage concentrated risk. This course will also cover the Sarbanes-Oxley Act and 
its impact on planning for concentration in employer stock. 

The curriculum for the Managing Concentrated Stock Positions course was created with input 
from Kochis Fitz, a leading investment advisor firm that specializes in this field. Tim Kochis, Chief 
Executive Officer of Kochis Fitz, and one of his colleagues will join Options Institute instructors in 
presenting the course. 

These courses are being offered in 2005 at CBOE in Chicago March 17-18, June 16-17, September  
22-23 and December 1-2. 

Options Institute courses grant CFPTM and NASBA continuing credit, and may be used to satisfy 
NASD’s continuing education requirements. The cost for each one-day course is $695, or 20% 
off with registration for both courses. For more information on these or any of the other courses 
available at The Options Institute, or to register, you can contact The Options Institute directly at:  
1.877.THE.CBOE (press 2) or online at: http://www.cboe.com/LearnCenter. 

Forbes.com Honors CBOE Website 
For the fourth year running, CBOE’s website, www.cboe.com, has been selected as a “Best of the 
Web” honoree by Forbes.com. CBOE’s website was recently redesigned and expanded. It features 
interactive webcasts hosted by options industry experts, a wide array of volatility tools, and an 
extensive options strategies session. The enhanced site also offers faster and improved navigation.

CBOE.com also includes a link to the CBOE Member website at http://www.cboe.org. Members 
without a user ID and password to this section may obtain these by contacting the CBOE 
Membership Department at 312.786.7449 or members@cboe.com. Select areas of CBOE.org are  
not password protected.

Financial Update 
For the six months ending December 31, 2004, CBOE reported a pre-tax profit of $2.6 million, 
compared to a budgeted pre-tax loss of $3.5 million. Strong volume allowed CBOE to post these 
positive results. Volume averaged 1,408,300 contracts per day during this time period, which is 8% 
more than the 1,307,000 contracts that CBOE averaged for Fiscal Year 2004. Working capital for the 
Exchange increased from $36.8 million to $42.7 million during the six months ending December 31, 
2004 despite the acquisition of $15.0 million in new equipment and software, mostly related to the 
implementation of CBOE’s new Hybrid trading system. CBOE continues to be debt-free.

CBOE’s strong financial results are expected to continue. We averaged over 1,700,000 contracts per 
day for the month of January, and we averaged over 1,600,000 contracts per day in the month of 
February. CBOE continues to invest significant capital in technology as we continue our roll-out of 
Hybrid 2.0.
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Volume Update 
Exchange Volume, February 2005: 
Total Volume 
  • 31,553,430 contracts  
  • +15% vs. year-ago  (Feb 04) 
  • -9% vs. previous month  (Jan 05)

Average Daily Volume   
  • 1,660,707 contracts  
  • +15% vs. year-ago  (Feb 04)

Open Interest   
  • 129,181,576 contracts  
  • +11% vs. year-ago  (Feb 04) 
  • +11% vs. previous month  (Jan 05)

Year-To-Date Volume  
  • 66,437,189 contracts 
  • +8% vs. YTD 2004

February highlights at CBOE included:   
  • Volume in index options totaled 11.6 million contracts, an increase of 33% over year-ago levels. 
Volume in options on several benchmark indexes posted strong gains at CBOE in February, among 
them: Nasdaq-100 Index (NDX), +65%; S&P 500 Index (SPX), +56%; Russell 2000 Index (RUT), +52%; 
S&P 100 Index (OEX), +23%; and Dow Jones Industrial Average (DJX), +22%.    

  • Volume in stock option classes rose 6% over 2004 as 20 million contracts were traded. The top five 
stock option classes at CBOE during February were: Pfizer, Inc. (PFE), Google, Inc. (GOOG), Altria 
Group, Inc. (MO), Hewlett Packard Co. (HPQ), and Apple Computer, Inc. (AAPL). 

CBOE Futures Exchange 
On March 10, 2005, the CBOE Futures Exchange, LLC (CFE) set a new single-day record with 
reported volume of 2,628 futures contracts, eclipsing the previous high of 2,132 contracts  
traded on February 3, 2005. Total open interest at the opening of trading on March 10 stood at  
12,178 contracts. 

At CFE, total volume in February surged 80% from the previous month to 15,157 contracts traded, 
with an average daily volume of 797 contracts. Both total volume and average daily volume set new 
records for the nearly one-year old exchange. Open interest stood at 10,402 contracts at the end of 
February, up 2% from the previous month.

For more information, visit http://www.cboe.com/CFE or contact Patrick Fay, CFE Managing 
Director, at 312.786.7925.

Washington Update 
Commodity Futures Trading Commission Reauthorization 
Both chambers of Congress are holding hearings during March regarding CFTC reauthorization, 
a process that happens every five years. CBOE, along with the Securities Markets Coalition, is 
monitoring the developments in the hearings and the reauthorization process closely. Any significant 
developments will be reported to the CBOE membership. 

CBOE
03.05 

07

O
PE

N
 I

N
TE

RE
ST

 

http://www.cboe.com/CFE


CBOE  Open Interest Newsletter—May  Liska + Associates
#346.056x  16 January 04  Revision 2

Upcoming Congressional Visit/Book Signing 
The Speaker of the U.S. House of Representatives, J. Dennis Hastert, will be visiting the Exchange 
on Tuesday, March 22nd at 10:30am. The Speaker will be signing copies of his book Speaker: 
Lessons From Forty Years in Coaching and Politics. If you are interested in attending the visit and 
having a book signed, please reply to Christy Hahn, 312.786.7066 or hahnc@cboe.com. 

PAC Fundraising Raffle Results 
The CBOE PAC Board congratulates J. Slade Winchester, Citigroup, as the winner of the CBOE PAC 
car raffle. Slade won a new BMW 3 Series! Many thanks to all the members and staff who joined in 
supporting the PAC this year. 

CBOE Sends Comments to SEC 
On March 8, 2005, CBOE submitted comments to the SEC on:

  • The SEC’s proposed rules concerning governance, administration, transparency and ownership of 
self-regulatory organizations, and

  • An SEC concept release regarding questions that have arisen recently concerning the efficacy of 
self-regulation in response to the many changes in the structure, ownership and operation of U.S. 
securities markets that have taken place.

To read CBOE’s two comment letters, please visit the Legal website of CBOE.org at  
http://www.cboe.org/Legal/CommentLetters.aspx.

Tom Knorring to Chair CTA 
Thomas P. Knorring, CBOE vice president of trade processing, has been elected chairman of the 
Consolidated Tape Association (CTA). The CTA oversees the operation of the U.S. stock market’s 
consolidated tape, which the CTA developed under a formal “CTA Plan” filed with the Securities and 
Exchange Commission.

OneChicago 
In February 2005, 56,858 security futures contracts traded at OneChicago, LLC, a 10% increase over 
February 2004. Open interest stood at 202,145 contracts as of February 28. Each single stock futures 
contract is equivalent to 100 shares of the underlying stock or exchange-traded fund.

OneChicago lists a total of 136 single stock futures, including futures on the DIAMONDS Trust.

All CBOE members with trading privileges on CBOE have member access and rights to trade  
on OneChicago. However, members need to have the appropriate guarantee and clearing 
designation forms in place prior to trading on OneChicago. Forms are available online at  
http://www.cboe.com/Institutional/pdf/RG02-083.pdf or through the CBOE Membership  
Department at 312.786.7449.

For additional information on products or services available at OneChicago, visit  
http://www.onechicago.com or call 312.424.8500. To learn more about single stock futures, 
members should also contact Mark Esposito, OneChicago Project Coordinator, at 312.424.8527  
or (mailto: SPO@OneChicago.com).
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E-mails to Members 
CBOE members who prefer to receive the OPEN INTEREST newsletters via e-mail rather than by 
U.S. Mail should send their request, including member name, firm name (if applicable) and desired 
e-mail address to (mailto: members@cboe.com), or contact the CBOE Membership Department 
directly at 312.786.7449. 

Also available: MEMBER E-NEWS, a weekly update for CBOE members that is being distributed via 
e-mail only and posted on the CBOE Member website. Please be sure to submit your e-mail address 
to (mailto: members@cboe.com), or contact the Membership Department to begin receiving this 
weekly update.

Bill Brodsky   Ed Tilly     Ed Joyce 
Chairman and CEO  Vice Chairman    President and COO 
(mailto: brodsky@cboe.com) (mailto: tillye@cboe.com)  (mailto: joyce@cboe.com)
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