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Bitcoin Futures Expected to Begin Trading on Two Major U.S. Exchanges this Month
Am i d  a  su rg i ng  p ri ce  fo r b i tco i n ,  the  CBOE Fu tu res Exchange  ("CBOE" ) has announced  tha t  i t  wi l l  l i st  b i tco i n  fu tu res fo r t rad i ng  sta rt i ng  on  Sunday,
Decem ber 10 ,  2017 ,  m aki ng  i t  the  f i rst  regu l a ted  U.S.  exchange  to  support  the  t rad i ng  o f  b i tco i n  fu tu res (o r any o the r cryp tocu rrency-de ri ved  fu tu res
p roduct).  Accord i ng  to  CBOE, the  b i tco i n  fu tu res wi l l  t rade  under the  t i cke r sym bo l  ‘XBT ’ and  wi l l  be  cash-se t t l ed  con tracts based  on  Gem i n i  T rust
Com pany,  LLC’s U.S.  do l l a r auct i on  p ri ce  fo r b i tco i n .  T he  Ch i cago  M ercan t i l e  Exchange  ("CM E" ) wi l l  a l so  be  l i st i ng  b i tco i n  fu tu res fo r t rad i ng ,
beg i nn i ng  on  M onday,  Decem ber 18 ,  2017 .  T he  CM E’s b i tco i n  fu tu res wi l l  a l so  be  cash-se t t l ed ,  based  on  the  CM E CF B i tco i n  Re fe rence  Ra te  ("BRR" ),
wh i ch  se rves as a  once-a -day re fe rence  ra te  o f  the  U.S.  do l l a r p ri ce  o f  b i tco i n  and  re l i es on  the  g l oba l  ave rage  p ri ce  o f  b i tco i n  based  on  fou r
cryp tocu rrency exchanges.

T hese  deve l opm ents a re  seen  by m any as “l eg i t i m i zi ng ” b i tco i n  — m ovi ng  i t  f rom  a  vi rtua l l y un regu l a ted  envi ronm ent to  a  regu l a ted  one ,  and  b ri ng i ng
m ore  ove rsi gh t  and  sa feguards to  the  deve l op i ng  d i g i ta l  cu rrency m arke t .

Measures Undertaken by the U.S. Regulator

T he  Decem ber l aunch  o f  b i tco i n  fu tu res t rad i ng  on  CBOE and  CM E fo l l ows the  announcem ent by the  U.S.  Com m od i ty Fu tu res T rad i ng  Com m i ssi on
("CFT C" ) on  Decem ber 1 ,  2017  tha t  CBOE and  CM E se l f -ce rt i f i ed  the  b i tco i n  fu tu res con tracts under the  Commod i ty Exchange  Act("CEA" ).  T he  CFT C
a l so  announced  tha t  the  Can to r Exchange  ("Can to r" ) se l f -ce rt i f i ed  a  new con tract  fo r b i tco i n  b i na ry op t i ons.

Under the  CEA, p ri o r to  l i st i ng  new con tracts,  desi gna ted  con tract  m arke ts ("DCM s" ) m ust  e i the r:

subm i t  a  wri t ten  se l f -ce rt i f i ca t i on  to  the  CFT C tha t  the  con tract  com p l i es wi th  the  CEA and  CFT C regu l a t i ons,  o r

vo l un ta ri l y subm i t  the  con tract  fo r CFT C approva l .

When  a  DCM  se l f -ce rt i f i es a  new con tract ,  i t  m ust  de te rm i ne  tha t  the  o ffe ri ng  com p l i es wi th  the  CEA and  the  CFT C’s regu l a t i ons,  i ncl ud i ng  tha t  the  new
con tract  i s no t  read i l y suscep t i b l e  to  m an i pu l a t i on .  T h i s i s the  sam e standard  tha t  the  CFT C uses when  revi ewi ng  p roducts fo r approva l .

Accord i ng  to  the  CFT C, p ri o r to  the  se l f -ce rt i f i ca t i ons,  CFT C sta ff  engaged  i n  m any d i scussi ons wi th  CBOE, CM E and  Can to r,  as we l l  as the  de ri va t i ves
cl ea ri ng  o rgan i za t i ons ("DCOs" ) tha t  wi l l  be  cl ea ri ng  the  b i tco i n  fu tu res fo r CBOE and  CM E. Each  DCM  a l so  p rovi ded  CFT C sta ff  wi th  advanced  d ra f t
con tract  te rm s and  cond i t i ons fo r the i r b i tco i n  con tracts,  wh i ch  CFT C sta ff  eva l ua ted  to  de te rm i ne  whe the r any aspect  o f  the  con tracts ra i sed  quest i ons
regard i ng  com p l i ance  wi th  the  CEA and  CFT C’s regu l a t i ons.  CFT C sta ff  a l so  assessed  po ten t i a l  ri sk o f  de fau l ts i n  these  fu tu res con tracts on  the  DCOs.

Further Developments on the Horizon

Not to  be  l e f t  beh i nd ,  the re  a re  p l ans fo r an  as-ye t-unnam ed exchange ,  cu rren t l y go i ng  by the  code  nam e Vi rtuoso ,  to  o ffe r t rad i ng  o f  con tracts based
on  the  e the r d i g i ta l  cu rrency.  Accord i ng  to  reports,  Vi rtuoso  wi l l  be  ove rseen  by the  CFT C and  a i m ed  a t  i nst i tu t i ona l  i nvesto rs and  co rpo ra t i ons tha t
have  exposure  to  e the r’s p ri ce  swi ngs.  Vi rtuoso  p l ans to  o ffe r fu tu res,  non-de l i ve rab l e  fo rwards,  swaps and  fo rwards on  e the r,  and  m ay be  opera t i ona l  as
earl y as the  f i rst  quarte r o f  2018 .

I t  i s a l so  expected  tha t  Nasdaq  wi l l  l aunch  b i tco i n  fu tu res fo r t rad i ng  i n  2018 .  Accord i ng  to  m ed i a  reports,  Nasdaq  m ay i n t roduce  the  p roducts as ea rl y
as the  second  quarte r o f  2018 ,  wi th  the  con tracts t rad i ng  on  i ts NFX m arke t .

Impact on Canadian Investment Funds and Other Investors

Over the  l ast  few m on ths we  have  seen  a  num ber o f  p l aye rs i n  the  cryp tocu rrency asse t  cl ass en te ri ng  the  i nvestm en t fund  space .  Curren t l y,  these
cryp tocu rrency funds a re  on l y ava i l ab l e  to  accred i ted  i nvesto rs and  m ay no t  be  he l d  by Canad i an  m utua l  funds.  Canad i an  regu l a to rs do  no t  appear
ready to  a l l ow cryp tocu rrency funds to  be  ava i l ab l e  to  re ta i l  i nvesto rs un t i l  ce rta i n  i ssues,  such  as custody,  va l ua t i on  and  an t i -m oney l aunderi ng ,  have
been  adequa te l y addressed .

Wi th  the  l aunch  o f  b i tco i n  fu tu res and  o the r de ri va t i ves based  on  cryp tocu rrenci es,  Canad i an  m utua l  funds and  o the r regu l a ted  i nvestm en t funds wi l l
now have  fu l l  access to  th i s d i g i ta l  cu rrency asse t  cl ass,  sub j ect ,  o f  cou rse ,  to  the  ru l es and  i nvestm en t restri ct i ons tha t  govern  these  types o f  funds.
S i m i l a rl y,  o the r i nvesto rs m ay now have  an  easi e r way to  access the  pe rfo rm ance  o f  b i tco i n  and  o the r d i g i ta l  cu rrenci es.

We expect  tha t  l i sted  fu tu res a re  j ust  the  beg i nn i ng .  Over the  next  few m on ths,  i t  i s l i ke l y tha t  we  wi l l  see  the  l aunch  o f  a  num ber o f  o the r i nvestm en t
p roducts based  on ,  and  t rad i ng  p l a t fo rm s fo r,  cryp tocu rrenci es,  as i nvesto rs i n  Canada  and  g l oba l l y t ry to  bene f i t  f rom  th i s new asse t  cl ass.

Registrat ion Requirements for Securit ies Registrants — Dealers, Advisers and Investment Fund Managers

For reg i ste red  f i rm s tha t  p l an  to  estab l i sh ,  m anage ,  advi se  and /o r t rade  i n  securi t i es o f  i nvestm en t funds wi th  po rt fo l i os o f  b i tco i n  and /o r o the r
cryp tocu rrenci es,  cryp tocu rrency asse ts and  co i ns and  token  o ffe ri ngs,  we  rem i nd  you  o f  the  requ i rem en t to  report  such  changes to  you r busi ness
act i vi t i es to  you r p ri nci pa l  regu l a to rs by com p l e t i ng  and  f i l i ng  Form 33-109F5  Change  o f  Reg i st ra t i on  In fo rmat i on  and  upda t i ng  i n fo rm at i on  p revi ousl y
reported  i n  Form 33-109F6  Fi rm Reg i st ra t i on  to  i ncl ude  cryp tocu rrency p roducts and /o r se rvi ces.

For I IROC-regu l a ted  f i rm s,  we  wou l d  no te  tha t  any new ven tu re  i n  the  d i g i ta l  asse t  space  i s a l so  l i ke l y to  t ri gge r a  Change  i n  Busi ness M ode l  subm i ssi on
wi th  I IROC.

Pl ease  con tact  us i f  you  need  assi stance  wi th  th i s d i scl osu re  and  deve l op i ng  po l i ci es and  p rocedures to  m i n i m i ze  regu l a to ry ri sk.

Contact Us

I f  you  have  any quest i ons abou t  d i g i ta l  cu rrenci es o r de ri va t i ves on  d i g i ta l  cu rrenci es and  whe the r you  m ay t rade  i n  such  i nstrum en ts,  p l ease  con tact
one  o f  the  au tho rs o f  th i s a l e rt  o r any m em ber o f  the  BLG Deri va t i ves Group.

ttps://blg.com/en/Expertise/Pages/Derivatives.asp


Abou t BLG's Deri va t i ves Group

BLG i s ranked  as the  Num ber One  Law f i rm  i n  Canada  fo r Deri va t i ves by Deri va t i ves Weekl y and  was nam ed Canada  Law Fi rm  o f  the  Year a t  Gl oba l
Cap i ta l 's Am eri cas Deri va t i ves Awards fo r the  years 2014 ,  2015  and  2016 .  BLG’s Deri va t i ves Group  i s a  m u l t i -d i sci p l i na ry team  o f  l awyers tha t  cu ts
across severa l  o f  ou r p ract i ce  g roups.  T he  team  i s experi enced  i n  nego t i a t i ng  de ri va t i ves docum enta t i on  wi th  se l l -si de  and  buy-si de  m arke t  pa rt i ci pan ts
a round  the  worl d .  Our cl i en ts i ncl ude  f i nanci a l  i nst i tu t i ons,  i nvestm en t dea l e rs,  fu tu res com m i ssi on  m erchan ts,  m arke t  i n te rm ed i a ri es,  secu ri t i za t i on
condu i ts and  a  wi de  va ri e ty o f  de ri va t i ve  end-users,  such  as m utua l  funds,  hedge  funds,  pensi on  funds,  o the r i nvestm en t veh i cl es,  com m od i ty p roducers,
rea l  esta te  f i rm s,  i nsu rance  com pan i es,  ri sk m anagem ent f i rm s and  o the r co rpo ra te  end-users.  Our advi ce  covers de ri va t i ve  st ructu ri ng  and  docum ent
nego t i a t i on ,  regu l a to ry com p l i ance ,  t ri -pa rty co l l a te ra l  con tro l  p ract i ces and  cl ose -ou t  i ssues.  We a l so  advi se  on  com p l i ance  and  reg i st ra t i on
requ i rem en ts re l a t i ng  to  de ri va t i ves i n  Canada .
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