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2020 Supplement to the Security Futures Risk Disclosure Statement

The 2018 Security Futures Risk Disclosure Statement is amended as provided
below.
The first paragraph of the Introduction is replaced with the following paragraph:
This disclosure statement discusses the
characteristics and risks of standardized security futures
contracts traded on regulated U.S. exchanges. At present,
regulated exchanges are authorized to list futures contracts
on individual equity securities registered under the
Securities Exchange Act of 1934 (including common stock
and certain exchange-traded funds and American
Depositary Receipts), futures on certain debt instruments as
well as narrow-based security indices. Futures on other
types of securities and options on security futures contracts
may be authorized in the future. The glossary of terms
appears at the end of the document.
N
The first paragraph under Section 2.7 (Trading Halts) is replaced with the
following paragraph:
The value of your positions in security futures
contracts could be affected if trading is halted in either the
security futures contract or the underlying security. In

certain circumstances, regulated exchanges are required by



Page 77 of 79
Exhibit 3b
SR-FINRA-2020-025
law to halt trading in security futures contracts. For
example, trading on a particular security futures contract
must be halted if trading is halted on the listed market for
the underlying security as a result of pending news,
regulatory concerns, or market volatility. Similarly, trading
of a security futures contract on a narrow-based security
index must be halted under such circumstances if trading is
halted on securities accounting for at least 50 percent of the
market capitalization of the index. In addition, regulated
exchanges are required to halt trading in all security futures
contracts for a specified period of time when the S&P 500
Index experiences one-day declines of seven-, 13- and 20-
percent. The regulated exchanges may also have discretion
under their rules to halt trading in other circumstances —
such as when the exchange determines that the halt would
be advisable in maintaining a fair and orderly market.
N
The second, third, and fourth paragraphs under Section 8.2 (Position Limits and
Large Trader Reporting) are replaced with the following paragraphs:
Position limits are required for security futures
contracts on a security. Position limits also apply only to
an expiring security futures contract during its last three

trading days. A regulated exchange must establish a
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default position limit on a security futures contract that is
no greater than 25,000 100-share contracts (or the
equivalent if the contract size is different than 100 shares),
either net or on the same side of the market, unless the
underlying security exceeds 20 million shares of estimated
deliverable supply, in which case the limit may be set at a
level no greater than 12.5 percent of the estimated
deliverable supply of the underlying security, either net or
on the same side of the market.

For a security futures contract on a security with a
six-month total trading volume of more than 2.5 billion
shares and there are more than 40 million shares of
estimated deliverable supply, a regulated exchange may
adopt a position accountability rule in lieu of a position
limit, either net or on the same side of the market. Under
position accountability rules, a trader holding a position in
a security futures contract that exceeds 25,000 100-share
contracts (or the equivalent if the contract size is different
than 100 shares) or such lower level specified under the
rules of the exchange, must agree to provide information
regarding the position and consent to halt increasing that

position if requested by the exchange.
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Brokerage firms must also report large open
positions held by one person (or by several persons acting
together) to the CFTC as well as to the exchange on which
the positions are held. The CFTC’s reporting requirements
are 1,000 contracts for security futures positions on
individual equity securities and 200 contracts for positions
on a narrow-based index. However, individual exchanges
may require the reporting of large open positions at levels
less than the levels required by the CFTC. In addition,
brokerage firms must submit identifying information on the
account holding the reportable position (on a form referred
to as either an “Identification of Special Accounts Form” or
a “Form 102”) to the CFTC and to the exchange on which

the reportable position exists no later than the following

business day when a reportable position is first established.



