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TOMORROW NEXT DAY PROCEDURES
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Please note that the translations included in this document are strictly for your convenience only and in the event of any conflict
between the English and translated versions of these documents the English version will take precedent and is the document on
which the contractual relationship between yourself and GFT will be established and maintained.
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In the foreign exchange market, each transaction carries an assigned value date. This value date is the date in which the buying or
selling actions will realize their value and demand a settlement of payment. This value date typically falls 2 business days after the
transaction was executed. The profits or losses produced by the buying and selling actions will then settle into the specific cash
account.
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What this means to the trader is that when you take a position in a currency, it is implied that you will take actual delivery of the
currency in two days. However, the majority of individuals that trade the foreign currency market are speculating and have no
intention of taking delivery on the currency. This is where the Tomorrow Next Day procedures come into play.
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If a trader opens and closes a position during the same business day, the value dates will be the same for each transaction and the
trader will not experience his positions being carried over into the next day. This is due to the fact that the payment for his purchase
or receipt for his payment has already been transacted and will settle on the same value date.
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However, if a trader holds his position past the close of the current business day, the position must be covered and carried over into
the next day, unless actual delivery of the currency is desired. Tomorrow Next Day (Tom Next) procedures allow the trader to do this.
The position that the client holds is closed out at a predetermined closing rate, and reestablished at a new opening rate. This action
assigns the newly opened position a new value date and allows the client to hold this position another day without taking delivery of
the currency. The rates used to convey the new entry prices are known as ‘Tomorrow Next Day’ rates.
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Everyday at 3:00PM (15:00 EST) a swap procedure is performed on all current open positions. All open positions are closed out at a
closing rate, which is the rate that each particular market is at during this time frame. During the swap procedure all open positions
are closed at the closing rate, and any profits or losses that are a part of Floating P/L are moved into Unrealized P/L.
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The closed position is then reestablished at a new opening rate. This rate is determined by the price the position was closed out
plus or minus an interest payment. This swap happens instantly and is either going to demand a small interest payment by the
trader or a small interest payment paid to the trader dependant upon which currency the trader is holding. Remember, you are
holding the currency that you have bought and selling the opposite side, and you are borrowing the currency you have sold and
buying the opposite side. So, if you are long the USD/JPY, this means you have bought and are holding the USD and have sold and
are borrowing the JPY. If you are holding the currency with the higher rate of interest, then you will receive an interest payment. If
you are holding the currency with the lower rate of interest, you will pay an interest payment. These payments are paid or received
during the establishment of the new opening rate in the form of a better or worse new price after the swap has taken place.
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Let’s look at an example of this process:

THEFAE 6 A 12 HEL 121.90 FIH# £ A 100,000 USD/IJPY. XER, L& 121.90 HM#EEA 100,000 £70, JFEH
#r{H 100,000 o OB, BT 12,190,000 M.
Trader A buys 100,000 USD/JPY at a price of 121.90 on June 12". This means that the trader bought 100,000 USD and sold
100,000 US Dollars worth of Japanese Yen, which at a price of 121.90 is 12,190,000 Japanese Yen.
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SNCHINTS

Foreign Exchange Confirmations

H KR rH | X/: | XREE ZMH Gm | mwmmem % %5 #
Date Time Type B/S Base Currency Value Date Pair Y Counter Amount Rate Trans#
6/12/2001 5:38:16 PM DDL 3 /B 100,000.00 CR 6/14/2001 USD/JPY 12,190,000.00 DB 121.900000 851691
SNCRFPELT
Foreign Exchange Open Positions
A% WA xm | x/z | EERD SEME REM | mwmmem | Ok 5 # | W
" Base Currency
Date Time Type BI/S Value Date . Counter Amount | Rate Trans# Market Value
Currency Pair
6/12/2001 5:38:16 PM DDL J: /B 100,000.00 CR | 6/14/2001 USD/JPY 12,190,000.00 DB | 121.900000 851691
81/ Net 100,000.00 CR 12,190,000.00 DB 83.00 CR

SO 6 A 14 O, X%, 15 6 A 14 O, Z5&EPRIKFSUEEGHEA 100,000 30, FIAMEREAZEG, Jf

C e fEie 12,190,000 HIE -,
The value date for this transaction is June 14th. This means that on June 14th, Trader A’s account would receive, or be credited,

100,000 US Dollars since he bought US Dollars and sold or debited 12,190,000 Japanese Yen.
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A problem arises at this point if the trader does not want to exit his position on the same day. The trader has bought 100,000 USD

and must have the same amount of USD available in the account to pay for the 100,000 USD that was bought.
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If the trader exits the position before the end of the day, the necessary amount of USD will be in the account to pay for the 100,000
USD that was originally bought. This is because both sides of the transaction would have occurred on the same business day hence

the same value date. Thus, the trader would have 100,000 USD that was sold at a particular rate to pay for the buy transaction of
100,000 USD that took place earlier in the day. If the trader does not choose to exit the position before the day ends, the trader

would not have any funds available in his account to pay for the 100,000 USD he bought.
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The trader must have these funds available in the account to pay for the transaction that occurred. If the trader does not choose to
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exit the position, then the party holding the transaction must do it for him. Remember, even if you sold USD, that means you bought
JPY and would need to have the necessary amount of USD on deposit to pay for the JPY buy.
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The mismatch occurs on June 14th when the 100,000 US Dollars that were bought on June 12th are credited to traders account

and the trader does not yet have the 100,000 US Dollars to pay for it because he has yet to buy back the 100,000 USD he
originally sold.
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The holding party, GFT, takes all transactions that are left open for the day and closes the transaction out at a closing price. This

is defined by RCL on your statement. This is the amount that will be in your account on the same value date as your original
transaction to pay for the amount bought.

Wrr iR, RCL S rIZE 5t 121.88 kg3t 100,000 36, k2 UA s & #A 12,188,000 HE. XibERn, HE

BH%E 121.90 BN 100,000 25563FS21 12,190,000 HE, MIKIXH% 121.88 Kk i 100,000 3575, HHEA
12,188,000 HE. ZEAHIT, T ESEE 12,190,000 HE, AL 12,188,000 HE, Fit, fb#idk s 2,000 HE. WiFE
XPIAAS S AE AT B H IR, A8 S EHsEd 12,190,000 HE, JH{ielAl 12,188,000 HIH.

As you can see below, the transaction defined by RCL was to sell 100,000 USD at a price of 121.88, which means that the trader

bought 12,188,000 Japanese Yen. This also means that the trader who originally bought 100,000 USD at a price of 121.90,
subsequently selling 12,190,000 JPY has just sold 100,000 USD at a price of 121.88, subsequently buying 12,188,000 JPY. In

this example, since the trader sold 12,190,000 Japanese Yen and bought back only 12,188,000 Japanese Yen, he has lost 2,000
Japanese Yen. When these two transactions arrive at their value date, the trader will sell 12,190,000 Japanese Yen and receive

back only 12,188,000 Japanese Yen.
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Foreign Exchange Confirmations

B WA XA | R/% | BRRT ZHE ) BTN pnmmem | Ok 5 #
¥ Value Currency

Date Time Type | B/S Base Currency Date Pair Counter Amount | Rate Trans#

6/12/2001 | 8:59:52PM | RCL | 3 /S | 100,000.00 DB | 6/14/2001 | USD/JPY 12,188,000.00 CR | 121.880000 | 853464

6/12/2001 | 8:59:52PM | ROP | 3£ /B | 100,000.00 CR | 6/15/2001 | USD/JPY 12,187,100.00 DB | 121.871000 | 853465

6/12/2001 | 9:16:35PM | MKT | 3£ /S | 100,000.00 DB | 6/15/2001 | USD/JPY 12,163,000.00 CR | 121.630000 | 856717

AL, ST, CHERERR LT . WA, LRI S DTG UL ST BRFIRIEANY, N 2R il . IXFE 58 5
FOFEL T RS ROP GRAFE) » BB A 6 5 15 H. MATHE B EA A R0 0 ) H ik H B,
XA T AT A B A — H ST BB N B BRI 2 o FR B ST BB O I B a2 36 (BN RMiE. Wik
BRAR MRS, BAGRLL -2 B RIBRFA . MR ERARIS MAREAC, WABKLL -2 mBmB s . &
BB, TG E FRASRLKAS TG, M Afrrf s mARE, PRI e RIS 5 - e Rk, L 121.88
HINAR -G, JELL 121.871 RN BADKER B8 b, W LUR I 5 # Rl 121.90 BTk, FFi% 121.88
&, MLL 121.871 WINRLEAIE S Jr e (23K EHRE. RO, Al DUE s B, BILL 121.88 i, JFEL
121.871 KM, A EH.

Now, as mentioned above, the trader decides to remain in the position. So, once the original transaction has been closed out for the
day to pay for the original buy, it must be placed back into the market. This replacing the transaction back into the market is defined
by ROP, or Roll Open, and has a new value date of June 15th.The swap rate that determines the new reentry price is called a Tom
Next rate. These are rates that represent a small interest payment that the trader will either pay to hold the transaction over into the
new day, or receive for holding the transaction over into the new day. The paying or receiving of interest is determined by which
currency you are holding or which currency you are long (bought). If you are holding the currency that has the higher rate of interest,
you will receive a discount in the form of a certain number of pips. If you are holding the currency that has the lower rate of interest,
you will pay a premium in the form of a certain number of pips. In this case, since Trader A was holding or had bought the USD, they
were holding the currency with the higher rate of interest, and thus received a discount. This can be seen in the price that the
transaction was closed out, 121.88, and where it was reentered, 121.871. If we go back over the transaction, we can see that the
trader originally entered the position at 121.90, was closed out at 121.88, and re opened in the original direction, long, at 121.871.
He received a discount in this case by being placed back into the market at a better price than he was taken out at, selling at 121.88
and buying back at 121.871.

T 6 H 15 H, #4 100,000 Foostidblse s &k, Bifliz 121.871 WHkEEATI0, Wil iiibszd 12,187,100 HIE.
RA G BEARAEGH SR RER A, X WG O AT, AAEEETSZAER Y, L 121.63 L
i 100,000 70, KA 12,163,000 HIF. &5 & IAETI S oA 100,000 JE50, BLSOATH% 121.871 ALHK AR 100,000 FC.

thFAb szl 12,187,100 HE, (ALKl 12,163,000 HIE, fdhisk 23,900 HH.

On June 15th, the trader will have 100,000 USD credited back into his account, which he bought at a price of 121.871, meaning he
sold 12,187,100 Japanese Yen. This swap process will take place again if the trader chooses not to exit the position before the end
of the day. In this case, the trader exits the market via a market order, selling 100,000 USD at a price of 121.63, thus buys
12,163,000. The trader now has the 100,000 USD in the account to pay for the 100,000 USD that was bought for him at 121.871.
Since he sold 12,187,100 Japanese Yen and only received back 12,163,000 Japanese Yen, he lost 23,900 Japanese Yen.

SeAEL, I REE R AR HR CRPSEREARMINTE T4 3:00) JERFAATAT LT, e~k W e 8, FRRAEM & S Th )
WP o S SR L - E AR BB &, . s S8 SO /AN A 1) 45 S AR AR i 1T A8 5 IV RIAE By B S5 59T Sk
SPIAHEL ME RO, SO RS Y, RS R T RN R 1 .

It is important to remember that if you choose to hold any positions open past the close of the business day, which occurs daily at
3:00 PM ET, those positions must first be closed out and any profits credited or losses debited to your account. Your position will
then be reopened at the exact price you were closed out, plus or minus a small premium paid by you or a small discount paid to you.
The direction and volume will be the same as it was when you entered the positions - the only difference is that you have realized
any profits or losses up to that closing rate and are back in the market at the new open price.
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