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Information Circular NASDAQ DUBAI
Information for : Trading Members, Clearing Members and Custodians
Date of Issue . 4" February 2010

Proposed Changes to NASDAQ Dubai Equities Market Infrastructure to attract more Liquidity

NASDAQ Dubai would like to update its Members and Custodians on the proposed changes to its
equities' market, which it plans to bring into effect within the next few months.

These changes are designed to attract more liquidity from the retail investors who trade on Dubai
Financial Market (DFM). More than half the total value traded on DFM in 2009 was carried out by
brokers who also trade on NASDAQ Dubai, either directly or indirectly. Fourteen of these UAE
brokers are Members of NASDAQ Dubai.

These Members will be able to offer their investors seamless access to NASDAQ Dubai securities. To
further allow retail participation through other UAE brokers, NASDAQ Dubai plans to work with its
regulators to create a “fast track” application process for qualified DFM members to become
members of NASDAQ Dubai.

Essentially, the operational functions of NASDAQ Dubai equities — trading, clearing, settlement and
custody - will be outsourced to DFM. The DFM’s securities market characteristics and operational
procedures will be implemented so as to create a seamless platform for DFM’s and NASDAQ Dubai’s
equities markets.

The NASDAQ Dubai derivatives market, as well as debt securities and structured products, will not
be affected by these changes.

There will be no change to the listing status nor the regulatory framework of NASDAQ Dubai
equities. The proposed changes, which are subject to regulatory approval, are summarised as
follows:

A. Trading
1. NASDAQ Dubai equities will be traded using DFM’s X-Stream platform.

2. Orders will be matched using DFM X-Stream (DFM trading system) instead of NASDAQ Dubai
X-Stream. Consequently, the existing trading features and functionalities of the NASDAQ Dubai
trading system will cease and be replaced by the features and functionalities of the DFM trading
system.

3. Only NASDAQ Dubai members will have access to NASDAQ Dubai listed equities on the DFM
trading system.

'For the purposes of this paper,oequitieso refer

and Dubai Gold Securities, which is an Exchange Traded Commodity.
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The Business Rules and procedures of NASDAQ Dubai pertaining to trading will be revised to
reflect the DFM trading model and will apply to the trading of NASDAQ Dubai equities.

The listing status of securities admitted to the NASDAQ Dubai Official List of Securities will not
be affected.

The fundamental changes to the trading experience of NASDAQ Dubai trading Members will be:

a. Trading hours. Trading hours of NASDAQ Dubai equities will be changed from the current
10:00 to 17:00 (06:00 to 13:00 GMTEpssions to 10:00 to 14:00 (06:00 to 10:00 GMT)

b. Pre-validation of sell orders. Before a sell order can be executed, the seller must have
shares in the DFM CSD or there must be an outstanding purchase position.

c. Trading Limits. Buy orders and executions will be limited to a Clearing Member’s bank
guarantee. These can be increased using additional Bank Guarantees or cash.

d. Off Order Book services. These will remain unaffected, as currently permitted by NASDAQ
Dubai’s Business Rules:

i. Block and Cross Trades must be reported, but the same investor account number cannot
be used for both sides of the trade as the DFM trading system does not allow matching of
the same account number;

ii. Off Order Book Transactions may be reported in accordance with the NASDAQ Dubai
Business Rules.

e. Closing Auction. The current Closing Auction phase will be removed. The closing price will
be determined by the last traded price.

f. Trading Safeguards. Trading Safeguards for NASDAQ Dubai equities will be set to a
maximum fluctuation of +15% / -10% from the previous trading day’s closing price.

g. Limit Order types. The following order types will only be available on the DFM X-Stream

platform:

i. Market Orders
ii. Limit Orders
iii.  Fill or Kill
iv.  Filland Kill

h. Aggregation. Trading Members executing on behalf of clients who use different Custodians
will no longer be able to aggregate these multiple orders to execute as a single order, as
explained by the diagram below:

Page 2 of 8



SUJ Il Ll
NASDAQ DUBAI

Existing NASDAQ Dubai Trade Execution Flows Proposed NASDAQ Dubai Trade Execution Flows
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Trading Members will require access to DFM’s settlement system (Equator) to open trading
accounts for clients. Trading Members will be informed of the technical requirements of the
Equator system in due course.

B. Clearing and Settlement
The clearing and settlement functions of NASDAQ Dubai will be outsourced to DFM.

NASDAQ Dubai’s Business Rules will be revised to reflect the clearing and settlement procedures
of DFM with respect to equities.

Margins will no longer be collected by NASDAQ Dubai. Instead, Clearing Members will post Bank
Guarantees or cash with DFM CSD to create settlement caps for purposes of trading NASDAQ
Dubai equities.

The value of a Bank Guarantee is applied on a general cover-basis if the Clearing Member clears
for more than one Trading Member and applied on buy orders in a first-in, first matched basis.
Once the settlement cap is reached, buy orders will not be accepted.

The settlement cap is enforced by DFM’s trading system when buy orders are created.

NASDAQ Dubai will remain the central counterparty (CCP) for the clearing and settlement of
trades in NASDAQ Dubai equities to the extent that if a Member defaults on payment, and the
Bank Guarantee also defaults, the CCP would meet the Member’s obligations.
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7. The clearing and settlement cycle will be changed from a T+3 cycle to a T+2 cycle.

8. The clearing and settlement model will be changed to net financial settlement and gross

securities settlement.

9. Sundays and US holidays for US Dollar denominated NASDAQ Dubai equities will not be a
settlement day as per the current NASDAQ Dubai rules.

10. Financial settlements will be undertaken by DFM CSD for NASDAQ Dubai CCP. Arrangements
have been proposed for the existing NASDAQ Dubai settlement banks to also be settlement

banks of DFM CSD.

11. Information pertaining to clearing and settlement will be distributed by DFM via its Equator
system. Clearing Members will be informed of the technical requirements of the Equator system

in due course.

12. A comparative summary of the clearing and settlement flowchart involving a Custodian in a

transaction is as follows:

TRADING & SECURITIES SETTLEMENT FLOWS

Existing NASDAQ Dubai Trading & Secs Settlement Flows
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C. Depository

NASDAQ Dubai central securities depository (NASDAQ Dubai CSD) and NASDAQ Dubai Guardian
Limited will continue to exist to safeguard NASDAQ Dubai equities.

However, in conjunction with the proposed outsourcing of NASDAQ Dubai clearing and
settlement functions, the functions of NASDAQ, Dubai CSD will be outsourced to DFM CSD.

Consequently, NASDAQ Dubai will revise its Business Rules to reflect the existing procedures of
DFM CSD with respect to equities.

The existing link to Euroclear and Clearstream for the transfer of securities, currently facilitated
by Deutsche Bank, will continue to be operational for debt securities and structured products
held in the NASDAQ Dubai CSD. For equities held in the DFM CSD following market operations
consolidation, this link is currently under review and we will provide further updates on this as
and when available.

Existing Account Holders of NASDAQ Dubai CSD will be migrated to DFM CSD and the account
structures of DFM CSD will apply from the effective date of the consolidation.

One of the fundamental changes will be the adoption of National Investor Numbers or “NINs”
for investor accounts or “NIN accounts” as per the requirements of DFM CSD.

A comparative summary of the CSD account structures is as follows:

Existing NASDAQ Dubai CSD Account Structures DFM CSD Account Structures
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8. The salient features of the DFM CSD account setup are:

a.

The DFM Central Depository System (CDS) holds shares on behalf of investors. The CDS
holds them in “safekeeping” sub-accounts at the beneficial owner or NIN level. The Trading
Sub-Account is used for pre-validation of share balances for sell order transactions.
Transfers of securities from the Investor CDS Sub-Account to the relevant Trading Sub-
Account will be required if there are no securities in the Trading Sub-Account.

Where the NIN account is opened under a Custodian (which may or may not be a NASDAQ
Dubai Clearing Member), the Investor CDS Sub-Account will be the “safekeeping” account.
The Agent Sub-Account is where the pre-validation of balances will occur for sell order
transactions. Transfers of securities from the Investor CDS Sub-Account to the relevant
Agent Sub-Account will be required if there are no securities in the Agent Sub-Account.

9. Members who are both Clearing Members and Custodians should be aware that the Agent Sub-
Account will be the trade validation account.

D. Fees

NASDAQ Dubai fees are currently under review and any changes will be advised in due course.

E. Connectivity

1. To maintain access to the trading and market data, Members and software and data vendors

will be required to do as follows:

Regional members, Independent Software Vendors (ISVs) and data vendors will need to
connect to the DFM X-Stream system for equities, and maintain their connection to NASDAQ
Dubai X-Stream system for derivatives and its other products (debt securities and structured
products).

Members, ISVs and data vendors using NASDAQ Dubai Cameron System market data server
(CS MDS) to receive data feeds will need to change their bespoke application(s) to receive
the data feeds via the DFM equities market from the DFM Market Data Function (MDF)
gateways.

Members using a Trader Work Station (TWS) will need to use two different versions of TWS
in two different PCs; the DFM version of TWS for trading equities and the NASDAQ Dubai

version of TWS for trading derivatives and its other products.

ISVs that have developed bespoke features\applications to cater for the NASDAQ Dubai
market model will need to change the application(s) to suit the DFM market model.
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e. ISVs and data vendors need to recompile their application(s) to utilize DFM Client Software
Development Kit (SDK) of X-Stream to connect Equity Market.

International Members will still be able to utilize the BT Radianz infrastructure to access the
equities on the DFM Market.

a. International Members can access the Production environment by using the BT Radianz
infrastructure and connect the Distribution gateways in the Great Sutton Street (GSS) data
centre. They need to connect to 2 different gateways one for equity and the other for
derivatives and its other products.

b. In case of any disturbance in the BT Radianz network, international Members, ISVs and data
vendors need to utilize their Backup VPN connections to NASDAQ Dubai and connect 2 sets
of Distribution gateways one for equities on the DFM X-Stream and the other for derivatives
and the other products on the NASDAQ Dubai X-Stream.

c. International Members can access the EUA environment (End User Acceptance\Test
environment) using VPN connectivity to NASDAQ Dubai. Both the equities (DFM) and
derivatives and its other products (ND) EUA environment will be available in NASDAQ Dubai
for international Members, ISVs and Data Vendors.

All Members may continue to trade and have direct access to the equities market via the
following methods:

a. DFM Trader Work Station
b. NASDAQ Dubai Market Place Service®
c. A UAE Broker which is also a NASDAQ Dubai Member.

Third party applications provided by either ISVs or bespoke in-house applications provided by
external sources will have to modify their application(s) to comply with DFM equity market
model and NASDAQ Dubai derivatives market model and its other products for connection
protocols.

The diagram below depicts the high level connectivity for the trading of NASDAQ Dubai equities
after the upcoming changes. The current setup for Members will remain in place for the other
NASDAQ Dubai products including all business continuity plans and diversity.

2 A NASDAQ Dubai service which facilitates orders on behalf of NASDAQ Dubai Members.
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6. These changes relate to the NASDAQ Dubai equities market that will relocate to the DFM
X-Stream system located at the World Trade Center in Dubai. A further detailed IT Specific
document will be circulated to Members with exact connectivity requirements. DFM is running
the same infrastructure as NASDAQ Dubai and the same protocols for X-Stream.

Contacts:

Market Operations
Tel: +971 4 361 2323/2300
Email: mktops@nasdagdubai.com

IT Connectivity
Tel: +971 4 361 2343
Email: itsupport@nasdagdubai.com

The information in this document is subject to change. This document is not a substitute for the relevant NASDAQ Dubai
Business Rules and in the case of inconsistency, the NASDAQ Dubai Business Rules shall prevail.
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