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WHAT IS SETTLEMENT PRICE?

The price used to determine a position's daily profit or loss as
well as the related margin requirements for the position.

Serves as the reference to mark or evaluate open derivatives
contracts.

Settlement prices are calculated using various methods,

often based on price averages over a specific period.

Different exchanges may use different procedures to
determine settlement prices, leading to variations in market
practices.

Sources: Investopedia, Traderknow
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IMPORTANCE OF SETTLEMENT PRICE

Market Transparency Ne

Ensure all traders have access to a
fair and consistent reference for
evaluating their positions and
performance

Contract Expiration

It helps to determine the final
settlement value of the futures
contract, used for cash settlement
or physical delivery

Profit and Loss Calculation /

Acts as a benchmark for
calculating the profit or loss on a
futures contract

Price Discovery q

s

Reflects the collective sentiment
and agreement of market
participants at the end of the
trading session, providing insights
into market's expectations and
trends

Margin Requirements

To calculate the initial margin
requirement for a futures contract
that is determined by the
exchange, traders must maintain
the amount of margin in their
account

Source: Walletinvestor
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TYPES OF SETTLEMENT PRICE
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Daily Settlement Price Final Settlement Price
Reflect the fair market value The official closing price used
of the underlying asset, as to settle a derivatives contract
determined by buyers and at expiration or at the end of
sellers during the settlement a trading session

period or “close”
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Sources: CME Group, Futurestradingpedia
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Mezzanine Floor, Block B, Plaza Zurich,
No. 12, Jalan Gelenggang, Bukit Damansara,
50490 Kuala Lumpur
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+603-2080 8678
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helpdeskfutures@hlib.hongleong.com.my

Disclaimer:
The information contained herein is subject to change from time to time. You are advised to read and understand the applicable

terms and conditions. The information contained herein is intended for your general information only and should not be relied on for
investment purposes or taken as advice. You are advised to make your own independent evaluation of the information provided and
obtain independent financial, legal or other advice before making any investment decision. Nothing in this document or the
information provided constitutes or forms any part of any advice, offer, inducement, solicitation or invitation to buy or subscribe for
any services or securities on Hong Leong Investment Bank Berhad's part. This content has not been reviewed by the Securities

Commission Malaysia.



