TAIFEX PHLX Semiconductor Sector Futures

INTRODUCTION

Semiconductors, often considered the central nervous system of the global
technology industry, are indispensable components in a wide range of applications,
ranging from smartphones, computers, and automobiles to military and space
technology. Especially in recent years, against the backdrop of the pandemic's
influence, the digital economy continues to mark thriving forces. Semiconductors, as
the fundamental material for digitization, have become strategic resources over which
nations worldwide are fiercely competing.

The U.S. semiconductor industry holds a dominant position, commanding nearly
50% of the global market share and playing a pivotal role in driving technological
innovation. Moreover, it serves as a primary export destination for Taiwan's
semiconductor industry. The PHLX Semiconductor Sector™ Index encompasses
companies throughout the entire semiconductor supply chain, featuring key players
such as Nvidia, AMD, Micron, ASML, and Intel, among others. This index is
designed to measure the performance of the 30 largest U.S.-listed semiconductor
companies. It is regarded as an indicator of the semiconductor industry's economic
health and often wields influence over Taiwan's stock market performance.

Following the successful launch of Taiwan Semiconductor 30 Index Futures,
Taiwan Futures Exchange (TAIFEX) is set to introduce PHLX Semiconductor Sector
Futures, becoming the sole exchange outside the U.S. to offer futures contracts based
on this index. This expansion not only broadens TAIFEX's diverse product offerings
in domestic and international semiconductor futures but also provides traders with
valuable insights into technological advancements and trends. This equips them with
the knowledge necessary to comprehend the important factors that will shape future

competitive dynamics.

Features
Denominated in TWD to Mitigate FX Risk
Traders can directly use their existing domestic futures trading accounts to place
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orders and trade in TWD without bearing exchange rate risk. This enables them to
participate in the U.S. stock market for investment, providing not only greater trading
convenience but also lower costs.
Low Trading Threshold Enhances Capital Efficiency

The multiplier for TAIFEX PHLX Semiconductor Sector Futures is TWD80
(approx. USD2.5), with a contract value of about TWD300,000 (approx. USD10,000).
This contract is structured as a mini contract with an initial margin of roughly 9% of
the contract value, offering traders increased operational flexibility.
Available for Night Session to Respond Promptly to Market Dynamics

The semiconductor industry is characterized by significant capital expenditures
and cyclical fluctuations, resulting in notable volatility. This volatility presents both
trading opportunities and the need for effective hedging. TAIFEX PHLX
Semiconductor Sector Futures offer extensive coverage of U.S. stock market trading
hours, enabling traders to seize trading opportunities and adeptly manage risks while

making necessary position adjustments.

FAQ

Product

Q1 : What is the underlying index of the TAIFEX PHLX Semiconductor Sector
Futures (SXF)?

The underlying index of the TAIFEX PHLX Semiconductor Sector Futures is
the PHLX Semiconductor Sector™ Index, which was initially introduced in 1993 by
the Philadelphia Stock Exchange (PHLX) with a base value of 200.00, and was split
two-for-one on July 24, 1995. In 2008, Nasdag acquired PHLX, and the management
of the index transitioned to Nasdaq. The component stock selection adheres to the
ICB industry classification standard, encompassing both the Semiconductors
Subsector, and the Production Technology Equipment Subsector. Together, these two
subsectors include companies engaged in semiconductor design, distribution,
manufacturing, or sales. Companies are eligible if their common stocks or ADRs are

listed on major U.S. exchanges.



The PHLX Semiconductor Sector™ Index comprises 30 component stocks.
Each security must have a minimum market capitalization of USD100 million and
have traded at least 1.5 million shares in each of the six calendar months up to and
including the month containing the reference date. The index is calculated using a
market capitalization-weighted method, with a maximum weight limit of 8% for the
top 5 component stocks and 4% for the remaining stocks. A regular review of
component stocks is conducted annually in September, with changes taking effect
after the close of trading on the third Friday of September. Additionally, the index is

rebalanced quarterly in March, June, September and December.

Q2 : What are the differences between PHLX Semiconductor Sector™ Index,
DJIA (Dow Jones Industrial Average®) Index, S&P 500° Index, and Nasdag 100
Index®?

The four major indices represent different aspects of the U.S. economy and

industries as outlined below:

1. The PHLX Semiconductor Sector™ Index: Comprising 30 semiconductor
companies listed on major U.S. exchanges, this index gauges the
performance of the U.S. semiconductor industry.

2. The DJIA (Dow Jones Industrial Average®) Index: Made up of components
from various sectors such as healthcare, information technology, industrials,
financials, and non-core consumer goods, this index monitors the
performance of large-cap blue-chip stocks in the U.S.

3. The S&P 500® Index: With constituents spanning technology, healthcare,
finance, and other fields, this index covers a broad spectrum of sectors and
boasts the most extensive coverage of constituents. It reflects the overall
performance of the U.S. stock market.

4. The Nasdag 100 Index®: Constituents composed of 100 of the largest
non-financial companies listed on the Nasdag Stock Market, which are
high-performing innovative companies in the industrial, technology, retail,

telecommunication, biotechnology, healthcare, transportation, media and



service sectors.

Q3 : What are the trading hours of SXF?

The trading hours are from 8:45 AM to 1:45 PM (regular session) and from 3:00
PM to 5:00 AM the following day (after-hours session) in Taiwan time. For contracts
expiring in the current month, the last trading day extends until 10:30 AM (9:30 AM
during U.S. daylight saving time), covering the entire trading hours of the U.S. stock
market. This convenient schedule allows traders to seize hedging and strategic trading
opportunities, enabling timely risk management and position adjustments. This
product's trading days align with TAIFEX, which means it may be open for trading

on U.S. stock market holidays or closed on U.S. stock market trading days.

Q4 : What are the last trading day and final settlement price for SXF? If the
product cannot be traded on the last trading day due to a holiday or force
majeure event, how is that day adjusted?

The expiration date for SXF is set on the third Friday of the delivery month, and
the final settlement price uses the Special Opening Quotation (SOQ) calculated by
Nasdaq based on the PHLX Semiconductor Sector™ Index.

In principle, the last trading day for SXF aligns with other U.S. equity index
futures listed at TAIFEX: the third Friday of the contract month. If the third Friday of
the delivery month falls on a non-business day for TAIFEX or a day when the Index
IS not scheduled to be published, the last trading day shall be adjusted to the
preceding business day for TAIFEX and a day when the Index is scheduled to be
published. If trading during the after-hours session on the last trading day cannot
proceed due to a force majeure event or other factors, the next following business day,
both for TAIFEX and the day when the Index is scheduled to be published, shall be

considered the last trading day.

Q5 : What is the currency denomination, contract value, and the minimum price
fluctuation of SXF?



SXF is denominated in TWD, featuring a contract multiplier of TWD80 (approx.
USD2.5), resulting in a contract value of about TWD300,000 (approx. USD10,000)
The tick size for SXF is 0.5, making each tick worth TWDA40.

Q6 : What are the daily price limits?

SXF utilize a three-phased price-limit mechanism, with limits at £7%, +13%,
and £20% of the previous regular session’s daily settlement price. If the daily price
limit is expanded during the after-hours session (e.g., to 13%), the extended price

limit will continue to apply to the subsequent regular session.

Q7 : What are the delivery months of SXF?

The delivery months for SXF encompass four months within the March
quarterly cycle, namely March, June, September, and December. Upon expiration of
the nearest quarterly contract, new contracts will be made available for trading,

commencing from the next regular session.

Q8 : How are transaction taxes calculated on SXF?
Transaction taxes for SXF are computed using the same method as those for
TAIEX Futures: they amount to 0.002% of the market value per contract for each

transaction.

Q9 : Where can investors access stock market information for the PHLX
Semiconductor Sector™ Index?

Market information of the PHLX Semiconductor Sector™ Index can be
accessed via Nasdaq’s official webpage (https://www.nasdaqg.com/market-activity/index/sox),
Yahoo Finance, CNYES; or through information vendors such as Bloomberg (code:
SOX<INDEX>) and Refinitiv (code: .SOX).

Q10 : What are the differences between SXF and Taiwan Semiconductor 30

Futures? Does TAIFEX list any other Taiwan stock-related semiconductor or



technology futures?

The distinction between the semiconductor industries in Taiwan and the U.S. lies
in their respective strengths. Taiwan's semiconductor industry predominantly
capitalizes on its process technology and supply chain advantages, with notable
companies such as TSMC, UMC, and ASE. In contrast, the U.S. semiconductor
industry focuses on design and research and development capabilities, with
representative companies like Nvidia, Broadcom, and AMD. Each industry possesses
its unique strengths and advantages.

TAIFEX provides a comprehensive range of Taiwan and U.S. semiconductor and
technology futures, including PHLX Semiconductor Sector Futures, Taiwan
Semiconductor 30 Futures, Electronics Sector Futures (standard and mini), and
TSMC Futures (standard and mini). These contracts encompass prominent companies
in the semiconductor and technology sectors. Taiwan and the U.S. operate under
different primary trading hours, allowing traders to make decisions based on
industry-specific characteristics and thematic variations. Traders can also employ

diversified trading strategies across these contracts.

Trading
Q1 : How do orders of SXF before market open and information disclosure
work?

Before market open, from 8:30 to 8:45, the system accepts orders, and discloses
the total number of bid/ask orders, the cumulative quantity of bid/ask orders, the
calculated opening prices and volume, the best 5 bid/ask prices and corresponding
volumes of simulated matching every 5 seconds for each contract.

2 minutes prior to opening of trading session (8:43am~8:45am), orders can only

be entered, but neither deleted nor modified.

Q2 : How to calculate the protection points of Market with Protection (MWP)
Orders for SXF?
The MWP Order protection points for outright order is £0.5%, and for spread



order is =0.25%, of the previous regular session’s daily settlement price for the spot
month contract.
Q3 : What are the position limits for SXF?

The position limits are 1,000 lots for Individual, 3,000 lots for Institution and
9,000 lots for Proprietary Trader/Market Maker.

Q4 : Is SXF applicable for block trades?
Yes, SXF is applicable for block trades and the minimum block trade thresholds
are 200 lots.

Q5 : Is SXF applicable for Dynamic Price Banding Mechanism?
Yes, SXF is applicable for Dynamic Price Banding Mechanism. The rejection

threshold is 3% for outright order and 1.5% for spread order.

Clearing

Q1 : What currency shall trader deposit for required margin of PHLX
Semiconductor Sector Futures (SXF)? What’s method for calculating required
margin?

PHLX Semiconductor Sector Futures (SXF) is NTD-denominated. Regarding
the required margin, the domestic traders who participate in SXF trading shall deposit
NT Dollars; the offshore foreign traders shall pay in 7 foreign currencies announced
by TAIFEX.

A futures commission merchant shall stipulate with the trader that the margin
shall be collected in accordance with the standards prescribed by the TAIFEX or the
standards as prescribed under the SPAN margin calculation method. A trader who
wishes to adopt SPAN margining shall meet the requirements of Chinese National
Futures Association Self-Regulatory Rules for Adoption by Customers of SPAN
Methodology for Calculating Margins and enter into an agreement with a futures

commission merchant.



Q2 : Are PHLX Semiconductor Sector Futures (SXF) applicable to spread
trading?
1. PHLX Semiconductor Sector Futures (SXF) is applicable to spread trading
with identical product (with different expiry dates), and different products
(with the same or different expiry dates).
(1) Buying one SXF and selling one SXF with different expiry dates, traders

should deposit margin of one SXF position.

Order and Margin
Combination | requirement

Buy One SXF|Collect Applicable only
Contract, Sell margin for  to combinations
One SXF one SXF having different
Contract contract. expiration dates.

(2) Applicable to spread trading with Nasdag-100 Futures(UNF) : buying

Remark

one SXF and selling one UNF, or selling one SXF and buying one UNF
with the same or different expiry dates, traders should deposit margin

for one SXF position or margin for one UNF, depending on which one

is higher.
Combination Mgrgin Remark
requirement
Buy One SXF

Contract, Sell MAXIMUM _
One UNF (margin for Applicable to

Contract one SXF ﬁombinar:ions
contract aV|_ngt e same

Contract, Buy margin forone||_ -
One UNF YIUNF contract) EXPIration dates.

Contract

Q3 : How to calculate the final settlement price of PHLX Semiconductor Sector
Futures (SXF)?

The final settlement price of PHLX Semiconductor Sector Futures (SXF) shall
be based on the Special Opening Quotation of the PHLX Semiconductor Sector™
Index calculated by Nasdaq on the last trading day.



Q4 : What are the business hours of clearing and settlement for PHLX
Semiconductor Sector Futures (SXF)?How is clearing and settlement processed?

The final settlement day of PHLX Semiconductor Sector Futures (SXF) is the
next business day following the last trading day of SXF.

TAIFEX will announce the final settlement price of SXF at approximately
9:30am on the final settlement day. After the announcement, TAIFEX will proceed
with clearing and settlement of SXF.

SXF shall be settled in cash with the trader delivering or receiving the net
amount of the price differential based on the final settlement price on the final
settlement day. Each contract value of the expiry position equals the final settlement
price of the contract multiplied the value of each point of the index, with amounts of

less than NT$1.00 unconditionally rounded down.

Q5 : What is the time frame of positions handling submission for the expiring
PHLX Semiconductor Sector Futures (SXF)?

The time frame of positions handling submission for the expiring PHLX
Semiconductor Sector Futures (SXF) are as follows:

(1) On the last trading day: from 7am to 2:30pm.

(2) On the final settlement day: from 7am to 9:30am.

Q6 : What should a futures commission merchant and traders be aware of when
a futures commission merchant accepts trading orders for PHLX Semiconductor
Sector Futures (SXF)?

PHLX Semiconductor Sector Futures (SXF) is eligible to trade in the after-hour
trading session and is applied to the product not exempted from liquidation on behalf
of a principal in the after-hour. A futures commission merchant shall remind traders to
be aware of the risk management principles both in regular trading session and
after-hour trading session. Moreover, a futures commission merchant shall provide

“key point checklists of participating in after-hour trading session” for traders to read



carefully and sign.
Traders those who don’t sign the above key point checklists shall not trade

product not exempted.
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TAIFEX PHLX Semiconductor Sector Futures Contract Specifications
Item Description

Underlying Index PHLX Semiconductor Sector™ Index
Ticker Symbol SXF

® Trading days conform to regular exchange trading days

® Regular Session: 8:45~13:45

® After-hours Session: 15:00~5:00.The expiring contract on the last
trading day trades until 22:30. In the event during the U.S. Daylight
Saving Time, trading in the expiring contract shall end at 21:30.

Contract Size TWD 80 x TAIFEX PHLX Semiconductor Sector Futures Price

Trading Hours
(Taipei Time)

Delivery Months  Four months in the March Quarterly Cycle (Mar, Jun, Sep, Dec)

The daily settlement price is the volume weighted average price, which
Daily Settlement is calculated by dividing the value of trades by the volume within the
Price last one minute, or as otherwise determined by TAIFEX according to the
Trading Rules.

3-Level Price Limits at £7%, £13% and £20% of the daily settlement

Daily Price Limit price of the preceding regular trading session

Minimum Price

Fluctuation 0.5 index point (TWD 40)

The third Friday of the contract expiration month (If the third Friday is a
non-business day of TAIFEX or a day on which PHLX Semiconductor
Last Trading Day Sector™ Index is not scheduled to be published, the last trading day
shall be the preceding business day at TAIFEX and on which the PHLX
Semiconductor Sector™ Index is scheduled to be published)

Final Settlement The first business day following the last trading day

Day

Final Settlement  Special Opening Quotation (SOQ) of the PHLX Semiconductor
Price Sector™ Index on the last trading day

Settlement Cash settlement

Nasdag® and PHLX Semiconductor Sector™ Index are trademarks of Nasdag, Inc. (which with its affiliates
are the Corporations) and are licensed for use by Taiwan Futures Exchange Corporation. The TAIFEX
PHLX Semiconductor Sector Futures have not been passed on by the Corporations as to their legality or
suitability. The TAIFEX PHLX Semiconductor Sector Futures are not issued, endorsed, sold, or promoted by
the Corporations. THE CORPORATIONS MAKE NO WARRANTIES AND BEAR NO LIABILITY
WITH RESPECT TO THE TAIFEX PHLX SEMICONDUCTOR SECTOR FUTURES.
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