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Partial Amendment

The self-regulatory organization must provide all required information, presented in a
clear and comprehensible manner, to enable the public to provide meaningful
comment on the proposal and for the Commission to determine whether the proposal
is consistent with the Act and applicable rules and regulations under the Act.

The Notice section of this Form 19b-4 must comply with the guidelines for publication
in the Federal Register as well as any requirements for electronic filing as published
by the Commission (if applicable). The Office of the Federal Register (OFR) offers
guidance on Federal Register publication requirements in the Federal Register
Document Drafting Handbook, October 1998 Revision. For example, all references to
the federal securities laws must include the corresponding cite to the United States
Code in a footnote. All references to SEC rules must include the corresponding cite
to the Code of Federal Regulations in a footnote. All references to Securities
Exchange Act Releases must include the release number, release date, Federal
Register cite, Federal Register date, and corresponding file number (e.g., SR-[SRO]
-xx-xx). A material failure to comply with these guidelines will result in the proposed
rule change being deemed not properly filed. See also Rule 0-3 under the Act (17
CFR 240.0-3)

The Notice section of this Form 19b-4 must comply with the guidelines for publication
in the Federal Register as well as any requirements for electronic filing as published
by the Commission (if applicable). The Office of the Federal Register (OFR) offers
guidance on Federal Register publication requirements in the Federal Register
Document Drafting Handbook, October 1998 Revision. For example, all references to
the federal securities laws must include the corresponding cite to the United States
Code in a footnote. All references to SEC rules must include the corresponding cite
to the Code of Federal Regulations in a footnote. All references to Securities
Exchange Act Releases must include the release number, release date, Federal
Register cite, Federal Register date, and corresponding file number (e.g., SR-[SRO]
-xx-xx). A material failure to comply with these guidelines will result in the proposed
rule change, security-based swap submission, or advance notice being deemed not
properly filed. See also Rule 0-3 under the Act (17 CFR 240.0-3)

Copies of notices, written comments, transcripts, other communications. If such
documents cannot be filed electronically in accordance with Instruction F, they shall be
filed in accordance with Instruction G.

Copies of any form, report, or questionnaire that the self-regulatory organization
proposes to use to help implement or operate the proposed rule change, or that is
referred to by the proposed rule change.

The full text shall be marked, in any convenient manner, to indicate additions to and
deletions from the immediately preceding filing. The purpose of Exhibit 4 is to permit
the staff to identify immediately the changes made from the text of the rule with which
it has been working.

The self-regulatory organization may choose to attach as Exhibit 5 proposed changes
to rule text in place of providing it in ltem | and which may otherwise be more easily
readable if provided separately from Form 19b-4. Exhibit 5 shall be considered part
of the proposed rule change.

If the self-regulatory organization is amending only part of the text of a lengthy
proposed rule change, it may, with the Commission's permission, file only those
portions of the text of the proposed rule change in which changes are being made if
the filing (i.e. partial amendment) is clearly understandable on its face. Such partial
amendment shall be clearly identified and marked to show deletions and additions.
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ltem 1. Text of the Proposed Rule Change

@ Chicago Board Options Exchange, Incorporatdee (tExchange” or
“CBOE”) proposes to list and trade options thatrbgea reduced value of the FTSE
China 50 Index (“China 50 Options”). FTSE optiowsuld be A.M., cash-settled
contracts with European-style exercise. The téth® proposed rule change is provided
in Exhibit 5.

(b)  Not applicable.

(c) Not applicable.

ltem 2. Procedures of the Self-Requlatory Organizebn

@ The Exchange’s President (or designee) purstmardelegated authority
approved the proposed rule change on October 29, 20

(b) Please refer questions and comments on thegedprule change to Joanne
Moffic-Silver, Executive Vice President, Generaludsel, and Corporate Secretary, (312)
786-7462, or Kyle Edwards, (312) 786-7304, Chicagoard Options Exchange,
Incorporated, 400 South LaSalle, Chicago, Illin6R605.

ltem 3. Self-Requlatory Organization’s Statement © the Purpose of, and
Statutory Basis for, the Proposed Rule Change

(@) Purpose

The purpose of this proposed rule change is to ipeéh® Exchange to list and
trade options that overlie a reduced value of tA&HE China 50 Index (“China 50
options”). China 50 options would be A.M., cashiset contracts with European-style
exercise

FTSE China 50 Index Design, Methodology and Diseation

The FTSE China 50 Index is a free float-adjustedketacapitalization index that
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is designed to measure the performance of 50 ofatggeest and most liquid Chinese
stocks (H SharésRed ChipSand P Chip3 listed and trading on the Stock Exchange of
Hong Kong (SEHK)

The FTSE China 50 Index was launched on April XM)12and is calculated by
FTSE International Limited (“FTSE”), which is a pider of investment support tools.
The FTSE China 50 Index is calculated and publisired real-time basis in Hong Kong
dollars during Hong Kong trading hours. The metilody used to calculate the FTSE
China 50 Index is similar to the methodology usedcéalculate the value of other
benchmark market-capitalization weighted indexepecifically, the FTSE China 50
Index is governed by the FTSE Ground Rules forRR8E China 50 Index. The level
of the FTSE China 50 Index reflects the free fladjusted market value of the
component stocks relative to a particular base datkeis computed by dividing the total
market value of the companies in the FTSE Chintn86x by the index divisor

The FTSE China 50 Index is monitored and maintame8TSE. Adjustments to

the FTSE China 50 Index could be made on a da#yshaith respect to corporate events

! H Shares are securities of companies incorporaidtie People's Republic of

China (PRC) and listed on SEHK. They can only bedéd by Chinese investors
under the Qualified Domestic Institutional Invest@cheme (QDII). There are no
restrictions for international investors.

Red Chip companies are incorporated outside BR€ Bnd traded on SEHK. A
Red Chip company has at least 30 percent of iteesha aggregate held directly
or indirectly by mainland state entities, and aste50 percent of its revenue or
assets derived from mainland China.

P Chip companies are incorporated outside the BRCtrade on SEHK. A P
Chip is a company that is controlled by Mainlandif@hindividuals, with the
establishment and origin of the company in Mainlakina and at least 50
percent of its revenue or assets derived from raathChina.

See FTSE China 50 Index fact sheet (dated August 2015) Ilocated at:
http://www.ftse.com/Analytics/FactSheets/temp/aTEBI068e-41d9-b169-be9838d8227a.pdf.
Summary and comprehensive information about th®B-China 50 Index methodology may be
reviewed at:
http://www.ftse.com/products/downloads/FTSE_Chirta IBdex___English_.pdf?154).
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and dividends. FTSE reviews the FTSE China 50 Index quarterly @arJune,
September and December) according to rules fortingeand deleting companies that
“are designed to provide stability in the selectadrconstituents of the FTSE China 50
Index while ensuring that the [FTSE China 50] Insextinues to be representative of
the market by including or excluding those compsnehich have risen or fallen
significantly.™

Real-time data is distributed at least every 151ds while the index is being
calculated using FTSE’s real-time calculation eagmBloomberg L.P. (“Bloomberg”),
Thomson Reuters (“Reuters”) and other major venddtad of day data is distributed
daily to clients through FTSE as well as throughjanguotation vendors, including
Bloomberg and Reuters.

The Exchange proposes to base trading in optiona fsaction of the full size
FTSE China 50 Index. In particular, the Exchangeppses to list FTSE China 50
options that are based on one one-hundredth ofahe of the FTSE China 50 Index.
The Exchange believes that listing options on #tkiced value of the index will attract a
greater source of customer business than if opticere based on the full value of the
FTSE China 50 Index. The Exchange further beliglas listing options on a reduced
value of the FTSE China 50 Index will provide arpogunity for investors to hedge, or
speculate on, the market risk associated with theks comprising the FTSE China 50
Index. Additionally, by reducing the value of th€FE China 50 Index, investors will be
able to use this trading vehicle while extendirggraller outlay of capital. The Exchange

believes this should attract additional invest@isd, in turn, create a more active and
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liquid trading environment.

Initial and Maintenance Listing Criteria

The FTSE China 50 Index meets the definition bf@ad-based index as set forth
in Rule 24.1(i)(1). In addition, the Exchange proposes to create Speaitial and
maintenance listing criteria for options on theueet value of the FTSE China 50 Index.
Specifically, the Exchange proposes to add newpné¢ation and Policy .02(a) to Rule

24.2, Designation of the Index, to provide that Exehange may trade China 50 options

if each of the following conditions is satisfiedl) The index is broad-based, as defined
in Rule 24.1(i)(1); (2) Options on the index arsidaated as A.M.-settled index options;
(3) The index is capitalization-weighted, price-glged, modified capitalization-
weighted or equal dollar-weighted; (4) The indexsists of 45 or more component
securities; (5) Each of the component securitiesthaf index will have a market
capitalization of greater than $100 million; (6) Biagle component security accounts for
more than fifteen percent (15%) of the weight @& thdex, and the five highest weighted
component securities in the index do not, in thgregate, account for more than fifty
percent (50%) of the weight of the index; (7) NorSUcomponent securities (stocks or
ADRs) that are not subject to comprehensive suareie agreements do not, in the
aggregate, represent more than twenty percent (20%g weight of the Index; (8) The
Exchange may continue to trade China 50 optioner daftading in all component
securities has closed for the day and the indeal lisvno longer widely disseminated at

least once every fifteen (15) seconds by one oemw@jor market data vendors, provided

Rule 24.1(i)(1) defines a broad-based index t@mman index designed to be
representative of a stock market as a whole or ohrge of companies in
unrelated industries.
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that China 50 futures contracts are trading anceprior those contracts may be used as a
proxy for the current index value; (9) The Exchangasonably believes it has adequate
system capacity to support the trading of optiomgh® index, based on a calculation of
the Exchange’s current Independent System CapAdwysor (ISCA) allocation and the
number of new messages per second expected tonbeatged by options on such index;
and (10) The Exchange has written surveillance guores in place with respect to
surveillance of trading of options on the index.

Additionally, the Exchange proposes to add newrpmegation and Policy .02(b)

to Rule 24.2,_Designation of the Index, to sethfdite following maintenance listing
standards for China 50 Options: (1) The conditiseisforth in subparagraphs .02(a) (1),
(2), (3), (4), (7), (8), (9) and (10) must contininebe satisfied. The conditions set forth
in subparagraphs .02(a)(5) and (6) must be satisfidy as of the first day of January
and July in each year; and (2) The total numberoofiponent securities in the index may
not increase or decrease by more than ten pert@#s)(from the number of component
securities in the index at the time of its inifigting. In the event a class of index options
listed on the Exchange fails to satisfy the maiatee listing standards set forth herein,
the Exchange shall not open for trading any adufticseries of options of that class
unless the continued listing of that class of inagtions has been approved by the
Commission under Section 19(b)(2) of the Exchange A

The Exchange believes that A.M. settlement is gmpatte for China 50 options
due to the nature of the index that encompasse€iimese market. The components of
the FTSE China 50 Index open with the start ofitrgan the SEHK at approximately

8:30 p.m. (Chicago time) (prior day) and close vk end of trading on the SEHK at
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approximately 3:00 a.m. (Chicago time) (next dayhe closing FTSE China 50 Index
level is distributed by FTSE between approximat&0 a.m. and 4:00 a.m. (Chicago
time) each trading day. Thus, between 8:30 a.mh.3ab5 p.m. (Chicago time) the FTSE
China 50 Index level is a static value that magaaticipants can access via data vendors.

As a result, there will not be a current FTSE Cts0alndex level calculated and
disseminated while China 50 options would be trédeHowever, the E-Mini FTSE
China 50 Index future contracts based on the FTBIiBaC50 Index that trades on CME
will be trading during this time peridd.The Exchange believes that the E-Mini FTSE
China 50 Index futures prices would be a proxythw current FTSE China 50 Index
level. Therefore, the Exchange believes that Chidiaptions should be permitted to
trade after trading in all component securities¢ilased for the day and the index level is
no longer widely disseminated at least once eviigeh (15) seconds by one or more
major market data vendors, provided that E-Mini ETGhina 50 Index future contracts
are trading and prices for those contracts maydael s a proxy for the current index
value.

Because the FTSE China 50 Index is comprised obfSthe largest and most
liquid Chinese stocks traded on the SEHK, the Emghabelieves that the initial listing
requirements are appropriate to trade options mnirtkdex. In addition, similar to other

broad based indexes, the Exchange proposes varaigenance requirements, which

The trading hours for China 50 options are fraB08.m. (Chicago time) to 3:15
p.m. (Chicago time).

9 The trading hours for E-Mini FTSE China 50 Indéxtures are from 5:00 p.m.
(Chicago time) to 4:00 p.m. (Chicago time) the dwling day, Sunday through
Friday. See E-Mini FTSE China 50 Index Future Cacttspecifications located
at: http://www.cmegroup.com/education/files/e-riisie-china-50-index-

futures.pdf. The Exchange believes E-Mini FTSE @0 Index Futures are an
appropriate proxy for China 50 options.
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require continual compliance and periodic compleanc

Options Trading

Exhibit 3 presents contract specifications for @0 options.

The contract multiplier for China 50 options woudd $100. China 50 options
would be quoted in index points and one point wagdal $100. The minimum tick size
for series trading below $3 would be 0.05 ($5.0@) at or above $3 will be 0.10 ($10.00).

Initially, the Exchange would list in-, at- and enftthe-money strike prices.
Additional series may be opened for trading asuthéerlying index level moves up or
downl% The minimum strike price interval for China 50 opis series would be 2.5 points
if the strike price is less than 200. When thé&estprice is 200 or above, strike price
intervals would be no less than 5 poiHtsNew series would be permitted to be added up
to the fifth business day prior to expirati&n.

The Exchange would be permitted to list up to twelvear-term expiration
months!3 The Exchange would also be permitted to listwpenh expirations in Long-
Term Index Option Series (‘LEAPS”) on the reducedlie of the FTSE China 50 index
and the index would be eligible for all other eagimns permitted for other broad-based

index options, e.g., End of Week/End of Month Eafans, Short Term Option Series and

10 See Rules 24.9(d) and 24.9.04. These rulesostt the criteria for listing

additional series of the same class as the cuuanoe of the underlying index

moves. Generally, additional series must be “reakly related” to the current

index value, which means that strike prices mustiikin 30% of the current

index value. Series exceeding the 30% range maylidted based on

demonstrated customer interest.

See proposed amendments to Rule 24.9.01(a) a@img 50 options as a class

eligible for 2.5 point minimum strike intervalsttie strike price is below 200.

12 See Rule 24.9.01(c).

13 See proposed amendments to Rule 24.9(a)(2). EMobange is proposing to
allow the listing of up to twelve expiration montasany one time for China 50
options.

11
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Quarterly Option Series.
The trading hours for China 50 options would benfi®:.30 a.m. (Chicago time) to
3:15 p.m. (Chicago timée¥.

Exercise and Settlement

The proposed China 50 options would expire onthivel Friday of the expiring
month!® Trading in expiring China 50 options would ceas®:15 p.m. (Chicago time)
one business day prior (usually a Thursday) todédne on which the exercise-settlement
value is calculated (usually a Friday). When tst trading day/expiration date is moved
because of an Exchange holiday or closure, the tfagsing day/expiration date for
expiring options would be the immediately precedinginess day.

Exercise would result in delivery of cash on thesibass day following
expiration. China 50 options would be A.M.-settledthat the expiring contract would
cease trading on the business day (usually a Tayysdefore the expiration date
(generally a Friday)? The exercise settlement value would be one-huitllrgl/100th)

of the official closing value of the FTSE China lBdlex as reported by FTSE on the last

14 See e.g., Rules 24.9(b) (LEAPS), 24.9(e) (End V@éek/End of Month
Expirations), 24.9(a)(2)(A) (Short Term Option @) and 24.9(a)(2)(B)
(Quarterly Option Series). See also, proposed Ra18(b)(2)(A)(Ixxxvi) (listing
LEAPS on the reduced value of the FTSE China 5éxnhd

> See Rule 24.6.

16 See proposed Rule 24.9(a)(3)(listing the redwedge FTSE China 50 Index as a

European-style index option approved for tradingrenExchange).

See proposed amendment to Rule 24.1.01 to igRTISE International Limited

as the Reporting Authority for the FTSE China 5delx. As the designated

Reporting Authority for the index, the disclaimesset forth in Rule 24.14

(Disclaimers) would apply to FTSE International liieal.

17
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trading day of the expiring contract, which occbhetween approximately 3:00 a.m. and
4:00 a.m. (Chicago timé§.

The exercise settlement amount would be equal @odifference between the
exercise-settlement value and the exercise pridheobption, multiplied by the contract
multiplier ($100).

If the exercise settlement value is not availalblthe normal settlement procedure
cannot be utilized due to a trading disruption dheo unusual circumstance, the
settlement value would be determined in accordavitte the rules and bylaws of The
Options Clearing Corporation (“OCC?1j.

Position and Exercise Limits

The Exchange proposes to apply the default posiioits for broad-based index
options to China 50 options. Specifically, the rttset forth in Rule 24.4(a), Position

Limits for Broad-Based Index Options, provides thia positions limits applicable to

“other broad-based indexes” is 25,000 contracen(kird limit/on the same side of the

market) and 15,000 contracts (near-term limit).rsBant to Rule 24.5, Exercise Limits,

the exercise limits for China 50 options would lopiigalent to the position limits for

China 50 options. All position limit hedge exengpis would apply.

Margin

18 See proposed amendment to Rule 24.9(a)(4) tdfgphat for China 50 options

the current index value at expiration is based lo@ tlosing prices of the
underlying securities on the last trading day. Tst day of trading continues to
be the business day preceding the last day ofnigaidi the underlying securities
prior to expiration because the business day pnegdtie last day of trading in
the underlying securities is (generally) Thursddyc@go time and the last day of
trading in the underlying securities is (generalfyiday Chicago time.

9 SeeRule 24.7.
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The Exchange proposes that China 50 options be imeargas “broad-based
index” options, and under CBOE rules, especiallgleR12.3(c)(5)(A), the margin
requirement for a short put or call shall be 10084he current market value of the
contract plus 15% of the “product of the currerdexr group value and the applicable
index multiplier,” reduced by any out-of-the-moreyount. There would be a minimum
margin requirement of 100% of the current markéteaf the contract plus: 10% of the
aggregate put exercise price amount in the cagmitsf and 10% of the product of the
current index group value and the applicable indexitiplier in the case of calls.
Additional margin may be required pursuant to Rulgs3(h) and 12.10 (Margin
Required is Minimum).

The Exchange believes that FTSE China 50 Indexongtare an eligible product
for portfolio margining under CBOE Rule 12.4. Acdmgly, the Exchange proposes
that FTSE China 50 Index options be allowed in fpbd margin accounts. In the
portfolio margining construct, a Class Group fog tATSE China 50 Index already exists
and it is contained within the China Indexes ProdBmup. This Product Group is a
non-high capitalization, broad-based index Prodirciup. In portfolio margin accounts,
the assumed market moves currently utilized inGhana Indexes Product Group (which
would not be changing) are -10%/+10%, with a 10G#&et of gains and losses between
all products in the same Class Group. There 8% 6ffset of gains and losses between
Class Group$’

Exchange Rules Applicable

20 A table detailing the currently existing portfioinargining Product Groups and

their component class groups can be found at
http://www.optionsclearing.com/components/docs#risk
management/cpm/cpm_parameters.pdf.
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Except as modified herein, the rules in Chaptargdugh XIX, XXIV, XXIVA,
and XXIVB would equally apply to China 50 option€hina 50 options would be subject
to the same rules that currently govern other CB@dex options, including sales
practice rule&!, margin requiremertdand trading rule3

The Exchange hereby designates China 50 optionsligible for trading as
Flexible Exchange Options as provided for in Chept¥XIVA (Flexible Exchange
Options) and XXIVB (FLEX Hybrid Trading Syster).

Surveillance and Capacity

The Exchange represents that is has an adequatslisunce program in place for
China 50 options and intends to use the same $dlana@ procedures currently utilized
for each of the Exchange's other index optionsdaitar trading in China 50 options.

The Exchange is a member of the Intermarket Suaveié Group (“ISG”), which
“is comprised of an international group of exchagmarket centers, and market
regulators.®* The purpose of the ISG is to provide a framewfmk the sharing of
information and the coordination of regulatory effcamong exchanges trading securities

and related products to address potential interetarkanipulations and trading abuses.

21
22
23

See Chapter IX (Doing Business with the Public).

See Chapter XII (Margins).

See e.g., Chapters IV (Business Conduct), VI iiQdsusiness on the Exchange
Floor), Chapter VIII (Market-Makers, Trading Crowdsd Modified Trading
Systems) and Chapter XXIV (Index Options).

See proposed amendments to Rules 24A.7, Posltiotits and Reporting
Requirements, and 24B.7, Position Limits and RepgiRequirements, providing
that the position limits for FLEX Index options @he FTSE China 50 Index
would be equal to the position limits for Non-FLEOftions on the Index. Per
existing Rules 24A.8, Exercise Limits, and 24B.&gk€ise Limits, the exercise
limits for FLEX China 50 options would be equivai¢a the position limits for
FLEX China 50 options.

See Intermarket Surveillance Group website, altel at
https://www.isgportal.org/home.html.

24

25




Page 14 of 43

The ISG plays a crucial role in information sharamgong markets that trade securities,
options on securities, security futures productsl futures and options on broad-based
security indexes. A list identifying the curren8G members is available at:

https://www.isgportal.org/home.html.

The Exchange is also an affiliate member of therhdtional Organization of
Securities Commissions (“IOSCO”), which has memb&mn over 100 different
countries. The Hong Kong Securities and Futures i@isgion, the regulator of the
market on which the constituent securities tradealso a member of IOSC®O. A list
identifying the current ordinary |10SCO members isvaiable at:

http://www.iosco.org/about/?subsection=membershipéna=1. Finally, the Exchange

has entered into various comprehensive surveillaageeements (“CSAs”) and/or
Memoranda of Understanding with various stock ergesa, including the Stock
Exchange of Hong Kong. Given the capitalizationhe FTSE China 50 Index and the
deep and liquid markets for the securities undegythe Index, the concerns for market
manipulation and/or disruption in the underlyingrkeds are greatly reduced.

The Exchange notes that FTSE China 50 ETFs, sutieaShares China Large-

26 There are three categories of IOSCO membersinamg associate and affiliate.

In general, the ordinary members (124) are theonalisecurities commissions in
their respective jurisdictions. Associate memb@rg) are usually agencies or
branches of government, other than the principibnal securities regulator in
their respective jurisdictions that have some raiguy competence over
securities markets, or intergovernmental intermatioorganizations and other
international standard-setting bodies, such asMireand the World Bank, with a

mission related to either the development or tigeilegion of securities markets.
Affiliate members (64) are self-regulatory orgatizas, stock exchanges,
financial market infrastructures, investor protectifunds and compensation
funds, and other bodies with an appropriate intaresecurities regulation. _See
IOSCO Fact Sheet located at: http://www.ioscoalvgit/pdf/IOSCO-Fact-

Sheet.pdf.
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Cap ETF (FXI), are actively traded products. CB&lgo lists options overlying those
ETFs (FXI options) and those options are activedged as well.

CBOE has analyzed its capacity and representstthatieves the Exchange and
the Options Price Reporting Authority (“OPRA”) hatlee necessary systems capacity to
handle the additional traffic associated with tilsting of new series that would result
from the introduction of China 50 options. Becatlse proposal is limited to one new
class, the Exchange believes that the additioa#fidrthat would be generated from the
introduction of China 50 options would be manageabl

(b) Statutory Basis

The Exchange believes the proposed rule changensistent with the Securities

Exchange Act of 1934 (the “Act’and the rules and regulations thereunder applidable

the Exchange and, in particular, the requiremerftsSection 6(b) of the Aczt?

Specifically, the Exchange believes the proposdd olhange is consistent with the

Section 6(b)(5?)8 requirements that the rules of an exchange beuedito promote just
and equitable principles of trade, to prevent frdedt and manipulative acts, to remove
impediments to and to perfect the mechanism faea &nd open market and a national
market system, and, in general, to protect invesaad the public interest.

The Exchange believes that the proposed rule chailgiirther the Exchange’s
goal of introducing new and innovative productstihe marketplace. Currently, the
Exchange believes that there is unmet market derf@aneikchange-listed options listed
on this popular cash index. As described abovejShares China Large-Cap ETF is an

actively traded product, as are the options on B¥. E-Mini FTSE China 50 Index

27 15 U.S.C. 78f(b).
28 15 U.S.C. 78f(b)(5).
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Futures are listed for trading on CME. As a reS0BOE believes that China 50 options
are designed to provide different and additiongdasfunities for investors to hedge or
speculate on the market risk on the FTSE Chinan86x by listing an option directly on
the FTSE China 50 Index.

The Exchanges believes that the FTSE China 50 lisdeat easily susceptible to
manipulation. The index is a broad-based indexresdhigh market capitalization. The
FTSE China 50 Index is comprised of 50 of the latrgand most liquid Chinese stocks
traded on the SEHK and no single component congpmnsere than 15% of the index,
making it not easily subject to market manipulation

Additionally, the iShares China Large-Cap ETF isaatively traded product, as
are options on that ETF. Because the index had &te largest and most liquid Chinese
stocks that trade on the SEHK and trade a largenvelwith respect to ETFs and options
on those ETFs, the Exchange believes that thalitigting requirements are appropriate
to trade options on the index. In addition, simila other broad-based indexes, the
Exchange proposes to adopt various maintenanaziaritvhich would require continual
compliance and periodic compliance.

China 50 options would be subject to the same rilas currently govern other
CBOE index options, including sales practice r#lesargin requirementsand trading
rules3l The Exchange would apply the same default pasilimits for broad-based

index options to China 50 options. Specificallye tapplicable position limits would be

29
30
31

See Chapter IX (Doing Business with the Public).

See Chapter XII (Margins).

See e.g., Chapters IV (Business Conduct), VI iQddusiness on the Exchange
Floor), Chapter VIII (Market-Makers, Trading Crowdsd Modified Trading
Systems) and Chapter XXIV (Index Options).
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25,000 contracts (standard limit/on the same sidth@ market) and 15,000 contracts
(near-term limit). The exercise limit for China ®ptions would be equivalent to the
position limit for China 50 options. These samsifion and exercise limits would apply
to FLEX trading. All position limit hedge exempti® would apply. The Exchange
would apply existing index option margin requirertsefor the purchase and sale of
China 50 options.
The Exchange represents that it has an adequateilmce program in place for

China 50 options. The Exchange also representsitth@as the necessary systems
capacity to support the new option series.

Iltem 4. Self-Requlatory Organization’s Statementw Burden on Competition

CBOE does not believe that the proposed rule chainijempose any burden on
competition not necessary or appropriate in fughee of the purposes of the Act.
Specifically, CBOE believes that the introductidmew cash index options will enhance
competition among market participants and will pdeva new type of options to
compete with domestic products such as FXI opti@sjini FTSE China 50 Index
Future and European-traded derivatives on the FTBiBa 50 Index to the benefit of

investors and the marketplace.

ltem 5. Self-Requlatory Organization’s Statement © Comments on the
Proposed Rule Change Received from Members, Partimants, or
Others

No written comments were solicited or received wehpect to the proposed rule

change.
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Iltem 6. Extension of Time Period for Commission Ation

CBOE does not consent to an extension of the tiemog for Securities and
Exchange Commission (the “Commission”) action angloposed rule change specified in
Section 19(b)(2) of the AGE
ltem 7. Basis for Summary Effectiveness Pursuantot Section 19(b)(3) or for

Accelerated Effectiveness Pursuant to Section 19(B) or
Section 19(b)(7)(D)

Not applicable.

ltem 8. Proposed Rule Change Based on Rules of Ahet Self-Reqgulatory
Organization or of the Commission

The proposed rule change is not based on a rilereif another self-regulatory
organization or of the Commission.

ltem 9. Security-Based Swap Submissions Filed Purant to Section 3C of the
Act

Not applicable.

[tem 10. Advance Notices Filed Pursuant to Sectio®06(e) of the Payment,
Clearing and Settlement Supervision Act

Not applicable.
ltem 11. Exhibits

Exhibit 1. Completed Notice of Proposed Rule Chafagepublication in the
Federal Register.

Exhibit 3. FTSE China 50 Index (1/1000ptions Contract Specifications.

Exhibit 5. Proposed rule text.

3 15 U.S.C. 78s(b)(2).
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EXHIBIT 1

SECURITIES AND EXCHANGE COMMISSION
[Release No. 34- ; File No. SR-CBOE-2019]09
[Insert date]

Self-Regulatory Organizations; Chicago Board Omi&xchange, Incorporated; Notice
of Filing of a Proposed Rule Change to List anddér®ptions that Overlie a Reduced
Value of the FTSE China 50 Index

Pursuant to Section 19(b)(1) of the Securities Brgle Act of 1934 (the “Act’),
and Rule 19b-4 thereundenotice is hereby given that on [insert date], @b Board
Options Exchange, Incorporated (the “ExchangeGBOE") filed with the Securities and
Exchange Commission (the “Commission”) the proposdld change as described in
Items I, II, and Il below, which Items have beeregared by the Exchange. The
Commission is publishing this notice to solicit aoents on the proposed rule change from
interested persons.

l. Self-Requlatory Organization’s Statement of theTerms of Substance of the
Proposed Rule Change

The Exchange is proposing to amend its rules tafid trade options that overlie
a reduced value of the FTSE China 50 Index.
The text of the proposed rule change is availaletre Exchange’s website

(http://www.cboe.com/AboutCBOE/CBOELegalRegulatoryinaspy, at the Exchange’s

Office of the Secretary, and at the CommissionklieiReference Room.

15 U.S.C. 78s(b)(1).
2 17 CFR 240.19b-4.
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. Self-Requlatory Organization’s Statement of the Purpose of, and Statutory
Basis for, the Proposed Rule Change

In its filing with the Commission, the Exchangeluted statements concerning the
purpose of and basis for the proposed rule changeliacussed any comments it received
on the proposed rule change. The text of thesenséats may be examined at the places
specified in Item IV below. The Exchange has prepaummaries, set forth in sections A,
B, and C below, of the most significant aspectsuzh statements.

A. Self-Regulatory Organization’s Statement of fhepose of, and Statutory
Basis for, the Proposed Rule Change

1. Purpose

The purpose of this proposed rule change is to ipe¢h® Exchange to list and
trade options that overlie a reduced value of tA&HE China 50 Index (“China 50
options”). China 50 options would be A.M., cashiset contracts with European-style
exercise

FTSE China 50 Index Design, Methodology and Dissation

The FTSE China 50 Index is a free float-adjustedketacapitalization index that
is designed to measure the performance of 50 ofatgest and most liquid Chinese

stocks (H SharésRed Chip$and P Chip) listed and trading on the Stock Exchange of

3 H Shares are securities of companies incorpoiatéte People's Republic of

China (PRC) and listed on SEHK. They can only bddd by Chinese investors under
the Qualified Domestic Institutional Investors Sciee(QDII). There are no restrictions
for international investors.

4 Red Chip companies are incorporated outside R@ &nd traded on SEHK. A
Red Chip company has at least 30 percent of iteesha aggregate held directly or
indirectly by mainland state entities, and at I&dspercent of its revenue or assets
derived from mainland China.

> P Chip companies are incorporated outside the fARGrade on SEHK. A P
Chip is a company that is controlled by Mainlandr@hndividuals, with the
establishment and origin of the company in Mainl@Miha and at least 50 percent of its
revenue or assets derived from mainland China.
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Hong Kong (SEHK}®

The FTSE China 50 Index was launched on April X¥)12and is calculated by
FTSE International Limited (“FTSE”), which is a pider of investment support tools.
The FTSE China 50 Index is calculated and publisired real-time basis in Hong Kong
dollars during Hong Kong trading hours. The metilody used to calculate the FTSE
China 50 Index is similar to the methodology usedcéalculate the value of other
benchmark market-capitalization weighted indexepecifically, the FTSE China 50
Index is governed by the FTSE Ground Rules forRR8E China 50 Inde%. The level
of the FTSE China 50 Index reflects the free fladjtisted market value of the
component stocks relative to a particular base datkeis computed by dividing the total
market value of the companies in the FTSE Chinin86x by the index divisor

The FTSE China 50 Index is monitored and maintame8TSE. Adjustments to
the FTSE China 50 Index could be made on a da#yshaith respect to corporate events
and dividends. FTSE reviews the FTSE China 50 Index quarterly @darJune,
September and December) according to rules fortingeand deleting companies that
“are designed to provide stability in the selectadrconstituents of the FTSE China 50
Index while ensuring that the [FTSE China 50] Inaextinues to be representative of

the market by including or excluding those compsmnehich have risen or fallen

6 See FTSE China 50 Index fact sheet (dated Au@uist2015) located at:
http://www.ftse.com/Analytics/FactSheets/temp/a5i8R81068e-41d9-b169-

be9838d8227a.pdf
! Summary and comprehensive information about tA&H- China 50 Index
methodology may be reviewed at:

http://www.ftse.com/products/downloads/FTSE Chirta IBdex English .pdf?
154).
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significantly.”™

Real-time data is distributed at least every 151ds while the index is being
calculated using FTSE’s real-time calculation eagmBloomberg L.P. (“Bloomberg”),
Thomson Reuters (“Reuters”) and other major venddtad of day data is distributed
daily to clients through FTSE as well as throughjanguotation vendors, including
Bloomberg and Reuters.

The Exchange proposes to base trading in optiona fsaction of the full size
FTSE China 50 Index. In particular, the Exchangeppses to list FTSE China 50
options that are based on one one-hundredth ofahee of the FTSE China 50 Index.
The Exchange believes that listing options on #tkiced value of the index will attract a
greater source of customer business than if opticere based on the full value of the
FTSE China 50 Index. The Exchange further beliglas listing options on a reduced
value of the FTSE China 50 Index will provide arpogunity for investors to hedge, or
speculate on, the market risk associated with theks comprising the FTSE China 50
Index. Additionally, by reducing the value of th€FE China 50 Index, investors will be
able to use this trading vehicle while extendirggraaller outlay of capital. The Exchange
believes this should attract additional investansd, in turn, create a more active and
liquid trading environment.

Initial and Maintenance Listing Criteria

The FTSE China 50 Index meets the definition bf@ad-based index as set forth

in Rule 24.1(i)(1P In addition, the Exchange proposes to create Speaitial and

See id.
Rule 24.1(i)(1) defines a broad-based index tanren index designed to be
representative of a stock market as a whole orrahge of companies in unrelated

9
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maintenance listing criteria for options on theueet value of the FTSE China 50 Index.
Specifically, the Exchange proposes to add newpné¢ation and Policy .02(a) to Rule

24.2, Designation of the Index, to provide that Exehange may trade China 50 options

if each of the following conditions is satisfiedl) The index is broad-based, as defined
in Rule 24.1(i)(1); (2) Options on the index arsidaated as A.M.-settled index options;
(3) The index is capitalization-weighted, price-glged, modified capitalization-
weighted or equal dollar-weighted; (4) The indexsists of 45 or more component
securities; (5) Each of the component securitiesthaf index will have a market
capitalization of greater than $100 million; (6) Biagle component security accounts for
more than fifteen percent (15%) of the weight @& thdex, and the five highest weighted
component securities in the index do not, in thgregate, account for more than fifty
percent (50%) of the weight of the index; (7) NorSUcomponent securities (stocks or
ADRs) that are not subject to comprehensive suareie agreements do not, in the
aggregate, represent more than twenty percent (20%g weight of the Index; (8) The
Exchange may continue to trade China 50 optioner aftading in all component
securities has closed for the day and the indeal lsvno longer widely disseminated at
least once every fifteen (15) seconds by one oemw@jor market data vendors, provided
that China 50 futures contracts are trading anceprior those contracts may be used as a
proxy for the current index value; (9) The Exchangasonably believes it has adequate
system capacity to support the trading of optiomgh® index, based on a calculation of
the Exchange’s current Independent System CapAdwysor (ISCA) allocation and the

number of new messages per second expected tonbeated by options on such index;

industries.
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and (10) The Exchange has written surveillance guores in place with respect to
surveillance of trading of options on the index.
Additionally, the Exchange proposes to add newrpmegation and Policy .02(b)

to Rule 24.2,_Designation of the Index, to sethfdite following maintenance listing

standards for China 50 Options: (1) The conditiseisforth in subparagraphs .02(a) (1),
(2), (3), (4), (7), (8), (9) and (10) must continimebe satisfied. The conditions set forth
in subparagraphs .02(a)(5) and (6) must be satisfidy as of the first day of January
and July in each year; and (2) The total numberoofiponent securities in the index may
not increase or decrease by more than ten perté%)(from the number of component
securities in the index at the time of its inifigting. In the event a class of index options
listed on the Exchange fails to satisfy the maiatee listing standards set forth herein,
the Exchange shall not open for trading any adufticseries of options of that class
unless the continued listing of that class of inagtions has been approved by the
Commission under Section 19(b)(2) of the Exchange A
The Exchange believes that A.M. settlement is gmpaite for China 50 options

due to the nature of the index that encompasse€himese market. The components of
the FTSE China 50 Index open with the start ofitrgabn the SEHK at approximately
8:30 p.m. (Chicago time) (prior day) and close vk end of trading on the SEHK at
approximately 3:00 a.m. (Chicago time) (next dayhe closing FTSE China 50 Index
level is distributed by FTSE between approximat@&0 a.m. and 4:00 a.m. (Chicago
time) each trading day. Thus, between 8:30 a.mh.3at5 p.m. (Chicago time) the FTSE
China 50 Index level is a static value that magaaticipants can access via data vendors.

As a result, there will not be a current FTSE CHfalindex level calculated and
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disseminated while China 50 options would be trddedHowever, the E-Mini FTSE
China 50 Index future contracts based on the FTBiBaC50 Index that trades on CME
will be trading during this time period. The Exchange believes that the E-Mini FTSE
China 50 Index futures prices would be a proxythw@ current FTSE China 50 Index
level. Therefore, the Exchange believes that Chidiaptions should be permitted to
trade after trading in all component securitiesd¢lased for the day and the index level is
no longer widely disseminated at least once eviigeh (15) seconds by one or more
major market data vendors, provided that E-Mini ETGhina 50 Index future contracts
are trading and prices for those contracts maydael s a proxy for the current index
value.

Because the FTSE China 50 Index is comprised obf5Sthe largest and most
liquid Chinese stocks traded on the SEHK, the Emghabelieves that the initial listing
requirements are appropriate to trade options mnirtkdex. In addition, similar to other
broad based indexes, the Exchange proposes varaigenance requirements, which
require continual compliance and periodic compl&anc

Options Trading

Exhibit 3 presents contract specifications for @0 options.
The contract multiplier for China 50 options woudd $100. China 50 options

would be quoted in index points and one point wagdal $100. The minimum tick size

10 The trading hours for China 50 options are fraB08&.m. (Chicago time) to 3:15

p.m. (Chicago time).

1 The trading hours for E-Mini FTSE China 50 Indaxures are from 5:00 p.m.
(Chicago time) to 4:00 p.m. (Chicago time) thedualing day, Sunday through Friday.
See E-Mini FTSE China 50 Index Future Contract gjgations located at:
http://www.cmegroup.com/education/files/e-mini-fid@na-50-index-futures.pdihe
Exchange believes E-Mini FTSE China 50 Index Fugtane an appropriate proxy for
China 50 options.
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for series trading below $3 would be 0.05 ($5.0@) at or above $3 will be 0.10 ($10.00).

Initially, the Exchange would list in-, at- and enftthe-money strike prices.
Additional series may be opened for trading asuthéerlying index level moves up or
downl2 The minimum strike price interval for China 50 opis series would be 2.5 points
if the strike price is less than 200. When thé&estprice is 200 or above, strike price
intervals would be no less than 5 poiftsNew series would be permitted to be added up
to the fifth business day prior to expirati&hn.

The Exchange would be permitted to list up to twelvear-term expiration
months!> The Exchange would also be permitted to list wpenh expirations in Long-
Term Index Option Series (“LEAPS”) on the reducedle of the FTSE China 50 index
and the index would be eligible for all other eagimns permitted for other broad-based
index options, e.g., End of Week/End of Month Eapons, Short Term Option Series and
Quarterly Option Series$.

The trading hours for China 50 options would berfi®.30 a.m. (Chicago time) to

3:15 p.m. (Chicago timé}.

12 See Rules 24.9(d) and 24.9.04. These rulesshtthe criteria for listing

additional series of the same class as the cwedaé of the underlying index moves.

Generally, additional series must be “reasonallted” to the current index value,

which means that strike prices must be within 30%e current index value. Series

exceeding the 30% range may be listed based onrds#rated customer interest.

13 See proposed amendments to Rule 24.9.01(a) a@diimg 50 options as a class

eligible for 2.5 point minimum strike intervalsttie strike price is below 200.

14 See Rule 24.9.01(c).

15 See proposed amendments to Rule 24.9(a)(2).EXbleange is proposing to

allow the listing of up to twelve expiration montitsany one time for China 50 options.
See e.g., Rules 24.9(b) (LEAPS), 24.9(e) (End/eEk/End of Month

Expirations), 24.9(a)(2)(A) (Short Term Option ®sjiand 24.9(a)(2)(B) (Quarterly

Option Series). See also, proposed Rule 24.9())@x&xvi) (listing LEAPS on the

reduced value of the FTSE China 50 Index).

7 SeeRule 24.6.
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Exercise and Settlement

The proposed China 50 options would expire onthivel Friday of the expiring
month!® Trading in expiring China 50 options would ceas®:15 p.m. (Chicago time)
one business day prior (usually a Thursday) todédne on which the exercise-settlement
value is calculated (usually a Friday). When tst trading day/expiration date is moved
because of an Exchange holiday or closure, the tfagsing day/expiration date for
expiring options would be the immediately precedinginess day.

Exercise would result in delivery of cash on thesibass day following
expiration. China 50 options would be A.M.-settledthat the expiring contract would
cease trading on the business day (usually a Tayysdefore the expiration date
(generally a Friday}? The exercise settlement value would be one-huitllrgl/100th)
of the official closing value of the FTSE China lB@lex as reported by FTSE on the last
trading day of the expiring contract, which occbhetween approximately 3:00 a.m. and
4:00 a.m. (Chicago timéj.

The exercise settlement amount would be equal ¢odifference between the
exercise-settlement value and the exercise pridgbeobption, multiplied by the contract

multiplier ($100).

18 See proposed Rule 24.9(a)(3)(listing the redwadge FTSE China 50 Index as a
European-style index option approved for tradingrenExchange).

See proposed amendment to Rule 24.1.01 to igldAliSE International Limited
as the Reporting Authority for the FTSE China 5@ex. As the designated Reporting
Authority for the index, the disclaimers set foimhRule 24.14 (Disclaimers) would apply
to FTSE International Limited.

20 See proposed amendment to Rule 24.9(a)(4) tafgpleat for China 50 options

the current index value at expiration is basedhenctosing prices of the underlying
securities on the last trading day. The last ddyagling continues to be the business day
preceding the last day of trading in the underlysegurities prior to expiration because
the business day preceding the last day of traditige underlying securities is

(generally) Thursday Chicago time and the lastafayading in the underlying securities
is (generally) Friday Chicago time.
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If the exercise settlement value is not availalblthe normal settlement procedure
cannot be utilized due to a trading disruption dheo unusual circumstance, the
settlement value would be determined in accordavitte the rules and bylaws of The
Options Clearing Corporation (“OCC2}.

Position and Exercise Limits

The Exchange proposes to apply the default posiioits for broad-based index
options to China 50 options. Specifically, the rttset forth in Rule 24.4(a), Position

Limits for Broad-Based Index Options, provides thia positions limits applicable to

“other broad-based indexes” is 25,000 contracen(kird limit/on the same side of the

market) and 15,000 contracts (near-term limit).rsBant to Rule 24.5, Exercise Limits,

the exercise limits for China 50 options would logiigalent to the position limits for
China 50 options. All position limit hedge exengpis would apply.

Margin

The Exchange proposes that China 50 options be imeargas “broad-based
index” options, and under CBOE rules, especiallgleR12.3(c)(5)(A), the margin
requirement for a short put or call shall be 10084he current market value of the
contract plus 15% of the “product of the currerdexr group value and the applicable
index multiplier,” reduced by any out-of-the-moreyount. There would be a minimum
margin requirement of 100% of the current markéteaf the contract plus: 10% of the
aggregate put exercise price amount in the cagmitsf and 10% of the product of the

current index group value and the applicable indexltiplier in the case of calls.

21 See Rule 24.7.
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Additional margin may be required pursuant to Rulgs3(h) and 12.10 (Margin
Required is Minimum).

The Exchange believes that FTSE China 50 Indexongtare an eligible product
for portfolio margining under CBOE Rule 12.4. Acdmgly, the Exchange proposes
that FTSE China 50 Index options be allowed in fpbd margin accounts. In the
portfolio margining construct, a Class Group fog tATSE China 50 Index already exists
and it is contained within the China Indexes ProdBup. This Product Group is a
non-high capitalization, broad-based index Prodirciup. In portfolio margin accounts,
the assumed market moves currently utilized inGhana Indexes Product Group (which
would not be changing) are -10%/+10%, with a 10Gfget of gains and losses between
all products in the same Class Group. There 8% 6ffset of gains and losses between
Class Group$?

Exchange Rules Applicable

Except as modified herein, the rules in Chaptargdugh XIX, XXIV, XXIVA,
and XXIVB would equally apply to China 50 option€hina 50 options would be subject
to the same rules that currently govern other CB@dex options, including sales
practice rule®, margin requirement$and trading rule%

The Exchange hereby designates China 50 optionsligible for trading as

22 A table detailing the currently existing portfolnargining Product Groups and

their component class groups can be found at
http://www.optionsclearing.com/components/docstrisk
management/cpm/cpm_parameters.pdf

See Chapter IX (Doing Business with the Public).

See Chapter XII (Margins).

See e.g., Chapters IV (Business Conduct), VIii@dusiness on the Exchange
Floor), Chapter VIl (Market-Makers, Trading Crowasd Modified Trading Systems)
and Chapter XXIV (Index Options).

23
24
25
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Flexible Exchange Options as provided for in Chept¥XIVA (Flexible Exchange
Options) and XXIVB (FLEX Hybrid Trading Syster#d.

Surveillance and Capacity

The Exchange represents that is has an adequatslisunce program in place for
China 50 options and intends to use the same $dlan@@ procedures currently utilized
for each of the Exchange's other index optionsdaitar trading in China 50 options.

The Exchange is a member of the Intermarket Suaveié Group (“ISG”), which
“is comprised of an international group of exchagmarket centers, and market
regulators.?” The purpose of the ISG is to provide a framewfmk the sharing of
information and the coordination of regulatory effcamong exchanges trading securities
and related products to address potential interetarianipulations and trading abuses.
The ISG plays a crucial role in information sharamgong markets that trade securities,
options on securities, security futures productsl futures and options on broad-based
security indexes. A list identifying the curren8G members is available at:

https://www.isgportal.org/home.html.

The Exchange is also an affiliate member of therhdtional Organization of
Securities Commissions (“IOSCO”), which has memb#&mn over 100 different

countries. The Hong Kong Securities and Futures i@isgion, the regulator of the

26 See proposed amendments to Rules 24A.7, Posititits and Reporting

Requirements, and 24B.7, Position Limits and ReppiRequirements, providing that
the position limits for FLEX Index options on th&@$E China 50 Index would be equal
to the position limits for Non-FLEX options on thedex. Per existing Rules 24A.8,
Exercise Limits, and 24B.8, Exercise Limits, themise limits for FLEX China 50
options would be equivalent to the position linfids FLEX China 50 options.

21 See Intermarket Surveillance Group website, attglat
https://www.isgportal.org/home.html.
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market on which the constituent securities tradealso a member of IOSC®. A list
identifying the current ordinary |10SCO members isvailable at:

http://www.iosco.org/about/?subsection=membershipéna=1. Finally, the Exchange

has entered into various comprehensive surveillaageeements (“CSAs”) and/or
Memoranda of Understanding with various stock ergea, including the Stock
Exchange of Hong Kong. Given the capitalizatibnhe FTSE China 50 Index and the
deep and liquid markets for the securities undegythe Index, the concerns for market
manipulation and/or disruption in the underlyingrkeds are greatly reduced.

The Exchange notes that FTSE China 50 ETFs, sutieaShares China Large-
Cap ETF (FXI), are actively traded products. CB&lgo lists options overlying those
ETFs (FXI options) and those options are activedged as well.

CBOE has analyzed its capacity and representstthatieves the Exchange and
the Options Price Reporting Authority (“OPRA”) hatlee necessary systems capacity to
handle the additional traffic associated with tlsting of new series that would result
from the introduction of China 50 options. Becatlse proposal is limited to one new
class, the Exchange believes that the additioa#fidrthat would be generated from the

introduction of China 50 options would be manageabl

28 There are three categories of IOSCO membersnamg associate and affiliate.

In general, the ordinary members (124) are thenaltisecurities commissions in their
respective jurisdictions. Associate members (1&)uaually agencies or branches of
government, other than the principal national séiesrregulator in their respective
jurisdictions that have some regulatory compet@&ves securities markets, or
intergovernmental international organizations atiepinternational standard-setting
bodies, such as the IMF and the World Bank, withission related to either the
development or the regulation of securities markét§iliate members (64) are self-
regulatory organizations, stock exchanges, finamsgaket infrastructures, investor
protection funds and compensation funds, and ditbeies with an appropriate interest in
securities regulation. See I0SCO Fact Sheet Idcate
http://www.iosco.org/about/pdf/IOSCO-Fact-Sheet. pdf
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2. Statutory Basis

The Exchange believes the proposed rule changensistent with the Securities

Exchange Act of 1934 (the “Act’and the rules and regulations thereunder applidable

the Exchange and, in particular, the requiremerftsSection 6(b) of the Aczt?

Specifically, the Exchange believes the proposdd olhange is consistent with the

Section 6(b)(53§0 requirements that the rules of an exchange beuiedito promote just
and equitable principles of trade, to prevent frdedt and manipulative acts, to remove
impediments to and to perfect the mechanism faea &nd open market and a national
market system, and, in general, to protect invesaad the public interest.

The Exchange believes that the proposed rule chailgiirther the Exchange’s
goal of introducing new and innovative productstihe marketplace. Currently, the
Exchange believes that there is unmet market derfaneikchange-listed options listed
on this popular cash index. As described abowvejShares China Large-Cap ETF is an
actively traded product, as are the options on B¥. E-Mini FTSE China 50 Index
Futures are listed for trading on CME. As a reS0BOE believes that China 50 options
are designed to provide different and additiongdasfunities for investors to hedge or
speculate on the market risk on the FTSE Chinan86X by listing an option directly on
the FTSE China 50 Index.

The Exchanges believes that the FTSE China 50 Iredeat easily susceptible to
manipulation. The index is a broad-based indexhaslhigh market capitalization. The

FTSE China 50 Index is comprised of 50 of the largand most liquid Chinese stocks

29 15 U.S.C. 78f(b).
30 15 U.S.C. 78f(b)(5).
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traded on the SEHK and no single component congpmnsere than 15% of the index,
making it not easily subject to market manipulation

Additionally, the iShares China Large-Cap ETF isaatively traded product, as
are options on that ETF. Because the index had 8te largest and most liquid Chinese
stocks that trade on the SEHK and trade a largenvelwith respect to ETFs and options
on those ETFs, the Exchange believes that thalitigting requirements are appropriate
to trade options on the index. In addition, simila other broad-based indexes, the
Exchange proposes to adopt various maintenanaziaritvhich would require continual
compliance and periodic compliance.

China 50 options would be subject to the same rilas currently govern other
CBOE index options, including sales practice rilesargin requirementdand trading
rules33 The Exchange would apply the same default pasilimits for broad-based
index options to China 50 options. Specificallye tapplicable position limits would be
25,000 contracts (standard limit/on the same sidth@ market) and 15,000 contracts
(near-term limit). The exercise limit for China ®ptions would be equivalent to the
position limit for China 50 options. These samsifion and exercise limits would apply
to FLEX trading. All position limit hedge exempti® would apply. The Exchange
would apply existing index option margin requirertsefor the purchase and sale of

China 50 options.

31
32
33

See Chapter IX (Doing Business with the Public).

See Chapter XII (Margins).

See e.g., Chapters IV (Business Conduct), VIii@dusiness on the Exchange
Floor), Chapter VIl (Market-Makers, Trading Crowasd Modified Trading Systems)
and Chapter XXIV (Index Options).
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The Exchange represents that it has an adequateilmce program in place for
China 50 options. The Exchange also representsitth@as the necessary systems
capacity to support the new option series.

B. Self-Requlatory Organization’s Statement on Bardn Competition

CBOE does not believe that the proposed rule chanijempose any burden on
competition not necessary or appropriate in fughee of the purposes of the Act.
Specifically, CBOE believes that the introductidmew cash index options will enhance
competition among market participants and will pdeva new type of options to
compete with domestic products such as FXI opti@sjini FTSE China 50 Index
Future and European-traded derivatives on the FTBiBa 50 Index to the benefit of
investors and the marketplace.

C. Self-Requlatory Organization’s Statement on Cemis on the Proposed
Rule Change Received from Members, Participant®tloers

No written comments were solicited or received wibpect to the proposed rule
change.

M. Date of Effectiveness of the Proposed Rule Chmgje and Timing for
Commission Action

Within 45 days of the date of publication of thistine in the_Federal Register or

within such longer period up to 90 days (i) as @mmmission may designate if it finds
such longer period to be appropriate and publisiseseasons for so finding or (ii) as to
which the Exchange consents, the Commission will:

A. by order approve or disapprove such proposexaénge, or

B. institute proceedings to determine whether theppsed rule change

should be disapproved.
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V. Solicitation of Comments

Interested persons are invited to submit writtetadaiews, and arguments
concerning the foregoing, including whether theposed rule change is consistent with
the Act. Comments may be submitted by any of glewing methods:

Electronic comments:

. Use the Commission’s Internet comment form

(http://lwww.sec.gov/rules/sro.shtmor

. Send an e-mail toule-comments@sec.qgovPlease include File Number

SR-CBOE-2015-099 on the subject line.

Paper comments:

. Send paper comments in triplicate to Secretaryui@exs and Exchange
Commission, 100 F Street, NE, Washington, DC 205290.
All submissions should refer to File Number SR-CBZIA5-099. This file number
should be included on the subject line if e-mailsed. To help the Commission process
and review your comments more efficiently, please wnly one method. The
Commission will post all comments on the Commissiorinternet website

(http://www.sec.gov/rules/sro.shtinl Copies of the submission, all subsequent

amendments, all written statements with respetitégproposed rule change that are filed
with the Commission, and all written communicatiamtating to the proposed rule
change between the Commission and any person, thiuerthose that may be withheld
from the public in accordance with the provisioidJ.S.C. 552, will be available for
website viewing and printing in the Commission’doluReference Room, 100 F Street,

NE, Washington, D.C. 20549 on official businesssdagtween the hours of 10:00 a.m.



Page 36 of 43

and 3:00 p.m. Copies of the filing also will beadable for inspection and copying at the
principal office of the Exchange. All commentse®ed will be posted without change;
the Commission does not edit personal identifymmigrmation from submissions. You
should submit only information that you wish to mealavailable publicly. All
submissions should refer to File Number SR-CBOE52099 and should be submitted
on or before [insert date 21 days from publicatiothe Federal Register].

For the Commission, by the Division of Trading aNthrkets, pursuant to
delegated authority’

Secretary

3 17 CFR 200.30-3(a)(12).
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EXHIBIT 5

(additions are underlined; deletions are [bracKgted

* k k k%

Chicago Board Options Exchange, I ncorporated
Rules

T
Rule 24.1. Definitions

No changes.

...Interpretations and Policies:

.01 The reporting authorities designated by the Emghan respect of each index underlying an
index option contract traded on the Exchange afellasvs:

Index Reporting Authority
(Add the following to the current list:)

FTSE China 50 Index (1/280.......ooooeeeeeeeeeeeeeeeeeeeeererereaa, FTSE International Limited

Rule 24.2. Designation of the Index
No changes.

...Interpretations and Policies:

.01 No changes.

.02 Initial and Maintenance Listing Criteria for FTSEhina 50 Index (1/100) Options (China
50 options).

(a) The Exchange may trade China 50 options i @t¢he following conditions is satisfied:

(1) The index is broad-based, as defined in Rul&(R4l);

(2) Options on the index are designated as A.Mleskindex options;

(3) The index is capitalization-weighted, price-algied, modified capitalization-weighted
or equal dollar-weighted;

(4) The index consists of 45 or more component ISHeEs!
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(5) Each of the component securities of the indék wvave a market capitalization of greater
than $100 million;

(6) No single component security accounts for nibam fifteen percent (15%) of the weight of
the index, and the five highest weighted comporsadurities in the index do not, in the
aggreqgate, account for more than fifty percent (b6#4he weight of the index;

(7) Non-U.S. component securities (stocks or ADRB&t are not subject to comprehensive
surveillance agreements do not, in the aggregaepgesent more than twenty percent (20%) of
the weight of the FTSE China 50 Index;

(8) The Exchange may continue to trade China 50owgtafter trading in all component
securities has closed for the day and the indegl lsvno longer widely disseminated at least
once every fifteen (15) seconds by one or more nmprket data vendors, provided that China
50 futures contracts are trading and prices fos¢hoontracts may be used as a proxy for the
current index value;

(9) The Exchange reasonably believes it has ademyastem capacity to support the trading of
options on the index, based on a calculation of Ekehange’s current Independent System
Capacity Advisor (ISCA) allocation and the numb&new messages per second expected to be
generated by options on such index; and

(10) The Exchange has written surveillance prooceslum place with respect to surveillance of
trading of options on the index.

(b) The following maintenance listing standardslishaply to each class of index options
originally listed pursuant to paragraph .02(a).

(1) The conditions set forth in subparagraphs @(a (2), (3), (4), (7), (8), (9) and (10) must
continue to be satisfied. The conditions set famttsubparagraphs .02(a)(5) and (6) must be
satisfied only as of the first day of January amlg ith each year:

(2) The total number of component securities inititlex may not increase or decrease by more
than ten percent (10%) from the number of composentirities in the index at the time of its

initial listing.

In the event a class of index options listed on BExehange fails to satisfy the maintenance

listing standards set forth herein, the Exchangd siot open for trading any additional series of

options of that class unless the continued listihthat class of index options has been approved
by the Commission under Section 19(b)(2) of theHaxge Act.

* k k k%

Rule 24.9. Termsof Index Option Contracts

(&) General.
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(1) No changes.

(2) Expiration Months and Weeks. Index option contracts may expire at three-montérvals

or in consecutive months. The Exchange may listougix expiration months at any one time,
but will not list index options that expire moreathtwelve months out. Notwithstanding the
preceding restriction, the Exchange may list upatelve expiration months at any one time for
any broad-based security index option contractsluting reduced-value and jumbo option
contracts, €g., DJX, NDX, RUT, SPX and SPXpm) upon which the Exafje calculates a

volatility index and for CBOE S&P 500 AM/PM BasEBAFE, [and] EM_and China 50 options.
For VXST options, the Exchange may list up to 1a@rrterm VXST option expiration weeks.

(A) — (B) No changes.

(3) “European-Style Exercise”. The following European-style index options, soofevhich are
A.M.-settled as provided in paragraph (a)(4), ameraved for trading on the Exchange:

()- (cviii) No changes.
[(cviv)] (cix) MSCI Emerging Markets Index (P.M.4iled)

(cx) FTSE China 50 Index (1/16D

(4) AM.-Settled Index Options. The last day of trading for non-Volatility A.Metlled index
options shall be the business day preceding thel#gsof trading in the underlying securities prior
to expiration. The last day of trading for Volagilindex, Individual Stock or ETF Based Volatility
Index options that measure a 30-day volatility gebiis governed by subparagraph (5) below and
the last day of trading for VXST options is govetiey subparagraph (6) below. The current index
value at the expiration of an A.M.-settled indexia@p shall be determined, for all purposes under
these Rules and the Rules of the Clearing Cormoratin the last day of trading in the underlying
securities prior to expiration, by reference to teported level of such index as derived from the
opening prices (closing prices in the case of CBihaptions) of the underlying securities on such
day, as determined by the market for such secseigcted by the Reporting Authority pursuant to
Interpretation and Policy .09 to Rule 24.9 , exdbpt in the event that the primary market for an
underlying security does not open for trading,hakding prematurely, or otherwise experiences a
disruption of normal trading on that day, or in theent that the primary market for an underlying
security is open for trading on that day, but fheaticular security does not open for trading,salt
trading prematurely, or otherwise experiences augign of normal trading on that day, the price
of that security shall be determined, for the pagsoof calculating the current index value at
expiration, as set forth in Rule 24.7(e). The auiriedex level at the expiration of an A.M.- settle
S&P 500 Dividend Index option shall be a speciadtgtion of the S&P 500 Dividend Index as
determined by the Reporting Authority pursuantrtedpretation and Policy .09 to Rule 24.9 ,
except that in the event that the Reporting Autkiesi unable to calculate a special quotation ef th
S&P 500 Dividend Index, the special quotation shalbtletermined, for the purposes of calculating
the current index value at expiration, as set fortRule 24.7(e).
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The following A.M.-settled index options are appedvfor trading on the Exchange:
(i) — (xcvi) No changes.

(xcvii) FTSE China 50 Index (1/189

(5) — (6) No changes.

(b) Long-Term Index Option Series ( "LEAPS').
(1) No changes.

(2) Reduced-Value LEAPS

(A) Reduced-value LEAPS on the following stock ceti are approved for trading on the
Exchange:

(i) — (Ixxxv) No changes.

(Ixxxvi) FTSE China 50 Index (1/100th)

(c) — (e) No changes.

...Interpretations and Policies:

.01 The procedures for adding and deleting strike price index options are provided in Rule
5.5 and Interpretations and Policies related tberas otherwise generally provided by Rule

24.9, and include the following:

(&) The interval between strike prices will beless than $5.00; provided, that in the case of the
following classes of index options, the intervatvibeen strike prices will be no less than $2.50:

()- (Ixxvi) No changes.

(Ixxvii) FTSE China 50 Index (1/160, if the strike price is less than $200.00.

(b) — (m) No changes.

* % k% % %
Rule 24A.7. Position Limitsand Reporting Requirements
(a) FLEX Index Options

(1) In determining compliance with Rules 4.11, 2£24.4A, 24.4B, and 24.4C FLEX Index
Options shall be subject to FLEX contract positiomitations fixed by the Exchange in



Page 43 of 43

accordance with the provisions of this Rule.
(2) — (5) No changes.

(6) The position limits for FLEX Index options dhe FTSE China 50 Index (1/100 MSCI
EAFE Index and [on the] MSCI Emerging Market Inde®r equal to the position limits for Non-
FLEX options on the FTSE China 50 Index (1/TNOMSCI EAFE Index and [the] MSCI
Emerging Market Index.

(b) — (d) No changes.
* ok kK ok
Rule 24B.7. Position Limitsand Reporting Requirements
(a) FLEX Index Options
(2) — (5) No changes.
(6) The position limits for FLEX Index options ¢he FTSE China 50 Index (1/100 MSCI
EAFE Index and [on the] MSCI Emerging Market Inda® equal to the position limits for Non-

FLEX options on the FTSE China 50 Index (1Q)OMSCI EAFE Index and [the] MSCI
Emerging Market Index.

(b) — (d) No changes.

* % * % %
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