Over the course of the last few years, Borsa Italiana has invested in developing its single stock
options offering to make it richer, broader and easier to trade. In particular, Borsa Italiana has
introduced important product, microstructure and service innovations. Let’s take a look at the

most relevant developments.

Improvements
to block trading

FFDPFF

Deferred
Publication for
block trades
available for
trades above a
minimum
treshold

1] Trade details are
published at the beginning
of the last “mini-batch”
trading phase configured
for each instance of the
SOLA trading system,
which starts at:

- FTSE MIB futures, FTSE
MIB mini-futures, FTSE
MIB micro-futures:
10.30pm CET

- all other IDEM products:
7pm CET

With regards to block trades
(i.e. negotiated transactions),
it is possible to delay the
publication of trade details
in market data feeds to

the end of the trading

day'. To allow for Deferred
Publication (“"DP”), the size
of the negotiated transaction
must be above the minimum
required size, otherwise the
trade details will be published
immediately.

Minimum size requirements
for Large in Scale ("LIS")
trades and for Deferred
Publication, which vary by
stock, are published on the
homepage of Borsa ltaliana’s
derivatives section in the
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“Trading parameters” box.

The deferral request must

be submitted by at least one
counterparty of the negotiated
transaction at order entry.
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Options developments

Client Price Improvement



https://www.borsaitaliana.it/derivati/derivati/derivati.en.htm
https://www.borsaitaliana.it/derivati/derivati/derivati.en.htm

Extension
of the day
trading
session

6pm
CET

Day trading
session
extended to
allow extra
time for block
trading

Change

of pricing
parameters
for block
trades on
stock options

20%

for American-
style options
and 40% for
European-
style options

Since 8 February 2021, Borsa Italiana extended the day trading session of IDEM Equity from
5.50pm to 6pm. The extension allows intermediaries, particularly institutional players, to
benefit from some extra time in a busy trading phase, when they have to finalise their block
trading activity on options.

Extension of trading hours for single stock options
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Continuos trading

Extension from 17:50 to 18:00

Since 7 December 2020, Borsa Italiana has
reviewed a key parameter for the execution
of negotiated transactions on stock options.
The maximum allowed divergence of

the block price from the “best bid-offer”
(BBO) of the central order book is now

20% for American-style options and 40%
for European-style options (it was 10%
previously for both options’ styles). This
change was driven by the willingness to
facilitate execution of negotiated trades
especially for low-premium options and the
less liquid European-style options.
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Finally, with regards to negotiated
transactions on stock options, it is worth
reminding that on Borsa Italiana’s IDEM
Equity it is possible to execute blocks with a
price down to the minimum tick of € 0.0001 n
and that a fee cap of €360 per trade applies

(i.e. €260 for trading fees and €100 for

clearing fees), equivalent to 1,000 lots.
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Other

improvements

Listing of non
standard
strikes at T+1

Extension of
available
expiries up to
7 years

Client Price
Improvement

CPI

available for
options

It is possible to request the listing of those options strikes which are not present on the
orderbook - the standard strikes are automatically generated by the trading system according
to the strike generation table. These “ad hoc” strikes must respect the intervals, or multiple of
these, established in the below table.

EXERCISE PRICES (EURO) INTERVALS (EURO)

0.0050 - 0.1800 0.0025
0.1801 - 0.4000 0.0050
0.4001 - 0.8000 0.0100
0.8001 - 2.0000 0.0250
2.0001 - 4.0000 0.0500
4.0001 - 9.0000 0.1000
9.0001 - 20.0000 0.2500
20.0001 - 40.0000 0.5000

The new strikes requested are available for trading on the following trading day. To
request a new strike, you can contact your relationship manager or you can write an email
to Italy-Sales(@euronext.com.

In view of the interest shown by our clients, Borsa ltaliana introduced new longer dated
expiries (for a selection of the most traded stock options) on 8 February 2021. Borsa Italiana
made available two six-monthly (June and December) maturities for the fifth and sixth years
following the current year for Enel, Eni, Generali, Intesa Sanpaolo, Mediobanca, Stellantis,
Unicredit and Telecom lItalia options.

Borsa ltaliana also introduced two yearly (December) maturities of the fifth and sixth years
following the current year for FTSE MIB options.

Indeed there has been a clear trend of extended maturities in structured products issuances
on Italian equities. The new options expiries available on the IDEM market provide for an
effective hedging tool for these longer dated issuances.

Through the new Client Price Improvement functionality, launched on 26 April 2021, member
firms have the possibility to execute pre-agreed transactions with a client, including
transactions with a size below the MiFIR / MiFID 2 large-in-scale threshold, as long as:

= One of the two counterparties commits its own capital to trade against the other
counterparty [i.e. the “Client”)

= The deal is offered for execution in the public order book first.

The mechanism grants the Client certainty of execution for the total quantity of the trade
with the opportunity to benefit from a potential price improvement. At the beginning, the CPI
functionality will be available only for options, both FTSE MIB and single names. To activate
it, members must respect a minimum quantity which for single name options is equal to the
corresponding minimum quoting size obligation for Primary Market Makers (stock options)
and Designated Market Makers (weekly stock options).
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IDEM: New Client Price
Improvement functionality

With the Client Price Improvement functionality, IDEM market participants are offered a new
way to handle pre-agreed transactions against a client (available from April 2021).

HOW IT WORKS

CPI order on behalf of

the Cllent [fiI’St Sidel |f BrokerMember
coincide, can be
executed with a single
order entry

a matching CPl order
(second side)

Other participants can post
liquidity to match the Client
CPI Order at the end of the
Price Improvement Period. PRICE
These orders can be executed, IMPROVEMENT
modified and cancelled in the PERIOD
Price Improvement Period.

Broker and Member cannot
modify or cancel their
matched CPI Orders in the
Price Improvement Period

Contact
[taly-Sales(@euronext.com

Find out more
borsaitaliana.it/derivatives
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Disclaimer

This publication is for information purposes only and is not a recommendation to engage in investment activities. This publication is provided “asis” without representation or warranty
of any kind. Whilst all reasonable care has been taken to ensure the accuracy of the content, Euronext does not guarantee its accuracy or completeness. Euronext will not be held liable
for any loss or damages of any nature ensuing from using, trusting or acting on information provided. No information set out or referred to in this publication shall form the basis of any
contract. The creation of rights and obligations in respect of financial products that are traded on the exchanges operated by Euronext’s subsidiaries shall depend solely on the applicable
rules of the market operator. All proprietary rights and interest in or connected with this publication shall vest in Euronext. No part of it may be redistributed or reproduced in any form
without the prior written permission of Euronext.

Euronext refers to Euronext N.V. and its affiliates. Information regarding trademarks and intellectual property rights of Euronext is located at euronext.com/terms-use.

© 2022, Euronext N.V. - All rights reserved.
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