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APPENDIX 2 

 DERIVATIVES TRADING - TERMS & CONDITIONS (DERIVATIVES TRADING AGREEMENT/ DT AGREEMENT) 

…………………………………….(hereinafter referred to as “the Client”/ “We”) hereby agree/s to the terms and conditions 

below with regard to Derivatives Trading, which form part of the Mubasher Brokerage Services Agreement 

dated…………...  (Master Agreement) 

1. DEFINITIONS: 

"Additional Margin" means funds other than the initial margin and maintenance margin, which the Client must deposit with MFS 

for a sale or purchase of Derivatives at such rate or value as specified by MFS or the Derivatives Exchange. 

"Close-out of the Derivatives Trading Position" means a discharge of all rights or obligations under the existing Derivatives 

Trading Position by means of new Derivatives trading with contrary effect or by such other method as stipulated by MFS or the 

Derivatives Exchange. 

  "Default Interest Rate" means the interest rate which MFS has the right to charge to the Client in the event of a 

default or breach of these terms. At the time of the execution of this Appendix, the default interest rate is set at 15 

(fifteen) percent per annum and is subject to change as stipulated by MFS from time to time. 

"Derivatives" means a contract between the Client and a party or more parties based upon the value of underlying 

assets such as Options, Futures, Forwards, Swaps, Commodities and any other Financial Assets. 

Derivative Exchange/s mean 

 Any of the Derivatives exchanges in which MFS  allows/permits the Client to trade Derivatives. 

"Derivatives Trading Position" means rights or obligations of the Client, which have arisen from Derivatives trading 

and have not yet become due on the date under the relevant contract(s). 

"Fees" means the fees charged under this DT Agreement at the rate set by MFS, including taxes, stamp duty and 

other expenses related to Derivatives trading and agreed between MFS and the Client from time to time. 

 “Initial Margin” (IM) is essentially the ‘cash deposit’ that the Client makes to open or trade a derivatives contract. The amount of 

Initial Margin is calculated based on volatility and other factors relating to the underlying asset. The exchange and MFS will calculate 

and provide the Initial Margin amounts for each underlying.  

"Maintenance Margin" means minimum cash deposit that the Client must maintain for a sale or purchase of 

Derivatives at such rate or value as specified by MFS or the Derivatives Exchange. 

"Market Value" means the value of the Derivatives trading position, the calculation of which is based on the market 

price of each type of Derivatives specified by the Derivatives Exchange and/or MFS. 
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"Maximum Position Limit" means the maximum position limit for the trading of each and/or all type(s) of 

Derivatives, which should be possessed by the Client at any time, as approved by MFS and in accordance with the 

calculation method specified by the exchanges and/or regulatory bodies. This Maximum Position limit of each 

contract varies based on the trading volume and underlying share quantity. 

“Purchase Order” means an offer to buy Derivatives under such terms of Derivatives trading as stipulated by MFS.  

"Sale Order" means an offer to sell Derivatives under such terms of Derivatives trading as stipulated by MFS. 

“Slippage” refers to the difference between the expected price of a trade and the price at which the trade is actually 

executed. 

"Trading Power" means the maximum value of the contracts or the maximum quantity of the Derivatives that the 

Client can trade in, which value or quantity is calculated on the balance of the Client's margin at any time. 

2. ACKNOWLEDGEMENTS  & UNDERTAKINGS 

 

2.1. The Client acknowledges that the Client has the power and all requisite approvals to agree and accept these terms 

and to trade in Derivatives and that the actions of the persons empowered by the Client to act on the Clients behalf 

have been authorized by all necessary and appropriate actions of its Institution/Corporate. 

 

2.2. The Client acknowledges that the Client has read and understood the Risk Disclosure Notice relating to trading in 

securities including Derivatives trading annexed to this DT Agreement as Schedule 1 and states that the Client has a 

good understanding of Derivatives trading mechanism and practices, deposits of margins, risk factors, losses, which 

may result from Derivatives trading, and relevant exchange rules and regulations, including rights, duties and 

responsibilities of the parties to this DT Agreement. 

 

2.3. The Client also acknowledges and agrees that Derivatives trading constitutes a transaction with high risks on account 

of fluctuations in prices of Derivatives and the underlying assets. In addition, the Derivatives trading employs a small 

amount of an initial margin when compared to the value of the trading order. A slight fluctuation in Derivatives’ 

prices will affect the margin deposited by the Client, or otherwise an additional deposit thereof will be required in a 

proportion higher than the fluctuation in the Derivatives prices. This may produce both good and bad effects on the 

Client. Thus, Derivatives trading may cause the Client to lose the initial margin and all of the Client’s additionally 

deposited margins.  

 

2.4. The Client acknowledges and agrees that in the event that the prices of Derivatives fluctuate towards a direction that 

would produce adverse effects on the Client's status or increase the margin level, the Client may be called upon to 

deposit an additional margin in order to maintain the Derivatives trading position. If the Client is not able to deposit 

the additional margin within a period of time specified, the Derivatives trading position of the Client may be closed 

out at a loss and the Client is solely responsible for the loss so incurred. 
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2.5. The Client hereby undertakes to implement the following restrictions, controls, and processes in order to manage 

and control the risks inherent with Derivatives; 

 

2.5.1. Monitor all open Derivative positions closely on a daily basis; 

2.5.2. Ensure prior to entering into a Derivatives contract and during the term of the Derivatives 

contract whether any and all potential expiry exercise obligations can be fulfilled by the Client;  

2.5.3. Ensure that the positions in Derivatives are covered. The cover consists of cash. The Client must 

ensure the available cash with MFS or otherwise are sufficient to meet all potential obligations 

arising from the underlying exposure represented by the Derivatives position; 

2.5.4. Enter into a working order in the derivatives exchange to stop the losses at an acceptable level. 

The working order may help in reducing “unlimited risk” on “cash settled” contract; 

2.5.5. Set an execution of a “stop loss” level for all futures and open “sold” option positions, to reduce 

“unlimited loss” risk on ‘cash settled’ contracts; and 

2.5.6. Maintain sufficient cash reserves in the account with MFS in order to meet margin calls. 

2.6. The Client agrees that the Client is bound by the terms of the Derivatives Exchange/s and clearing organizations of 

the Derivative Exchange/s in which the Client trades. The Client is responsible to assess the Client’s eligibility and 

compliance requirements to trade Derivatives in a particular Derivatives Exchange.  

 

2.7. In case of Omnibus trading if any information is requested by the Derivatives Exchange or a regulator of the country 

of the Derivatives Exchange the Client undertakes to provide all such information to MFS within 2 business days to 

submit to the Derivatives Exchange. 

 

2.8. The Client acknowledges and agrees that Slippage occurs often in the futures markets and the Client will be given 

the first offered price no matter how far it was from his working order. In the event that Slippages cause the Client 

account to be in an overdrawn position, the Client shall deposit funds to cover the difference as stated in clause 6.3. 

3. TRADING 
 
3.1. The Client agrees to deposit cash with MFS, which shall be deposited as an initial margin with MFS in order to open 

a Derivatives trading account with MFS. The initial margin will be determined by MFS and or the Exchange and 

advised to the Client at the time of opening the Derivatives trading account.  

 

3.2. To place an order for a sale or purchase of Derivatives, the Client acknowledges that he has a good understanding of 

various types of sale or purchase orders under the conditions of the relevant orders prescribed by the respective 

Derivatives Exchange and/or MFS, in accordance with the practices for the execution of Derivatives sale or purchase 

orders, which are adhered to by members of the Derivatives Exchange, with such details as specified by MFS or in 

accordance with any other method approved by Derivatives Exchange. 
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3.3. In the event the Client places a Derivatives sale or purchase order, a record of transactions under the Client's sale or 

purchase order, which has been prepared by MFS pursuant to the Client's order, shall be deemed to constitute 

sufficient evidence to demand the Client to assume liability to MFS. In the event where a Derivatives sale or purchase 

order is placed by telephone, the Client allows MFS to record the conversation regarding such sale or purchase order 

by telephone in order that MFS may keep it as evidence for the purposes of performance of the Client’s and MFS's 

obligations under this DT Agreement. 

 

3.4. To buy or sell Derivatives, the Client acknowledges and consents to a sale or purchase of Derivatives to be made by 

MFS with the Client as counterparty of the Client. For this purpose, this DT Agreement shall be deemed to constitute 

a declaration of consent in writing to become a party to such transaction. 

 

3.5. In the event that the Client is of the opinion that there is an error or inaccuracy in a sale or purchase order, the Client 

shall submit to MFS a dispute against such confirmed sale or purchase order within the trading day. Otherwise, the 

Client shall be deemed to have recognized such sale or purchase order or such Derivatives trading as true, correct 

and valid. 

 

3.6. If the Derivatives trading position in the Client's account exceeds the Maximum Position Limit, the Client agrees and 

accepts that MFS shall at its absolute discretion and without notice to the Client carry out a close-out of the 

Derivatives trading position of the Client until the Client’s maximum position limit is in accordance with the criteria 

stipulated by MFS. 

 

3.7. Action relating to a transfer or an acceptance of a transfer of the Client's position between the Client and other 

person shall be in accordance with the criteria stipulated by MFS. 

 

3.8. For the purposes of considering the Client's trading limit and Maximum Position Limit for Derivatives under this DT 

Agreement, MFS may aggregate all accounts of the Client, which have been opened with MFS, in order to calculate 

the maximum position limit. 

 

3.9. MFS shall have the right to reject the acceptance of a Derivatives trade for the Client if such trade is not in compliance 

with the applicable regulations or MFS’s internal policies and procedures. 

 

3.10. If MFS as an executing broker performs a Derivatives transactions for any of its other Clients in a manner which 

may be the opposite of the Client’s transaction, the Client shall not object to such a transaction and shall not have 

any rights for a claim against MFS for losses incurred by the Client for holding such opposite position.  

 

3.11. In the event that MFS trades for the Derivatives contract on an Omnibus basis for the Client, the Client is fully 

responsible for his trade, the profit and loss emanating therefrom and also for the margin due.  

 

3.12. The Exchange and MFS or the Executing Broker will have the right to cancel any of Client’s trades. 

 

3.13. MFS shall not incur any personal obligations whilst dealing on behalf of Clients. 
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3.14. In the event that the Derivatives trading in a certain Derivatives Exchange is provided to the Client through an 

Executing Broker, the Client shall agree to comply with all terms and conditions that will be agreed between MFS 

and such Executing Broker from time to time pertaining to the Derivatives trading offered by the Executing Broker. 

The Client shall also enter into relevant agreements with the Executing Broker as applicable if the Client is desirous 

of trading in such Derivatives Exchange through an Executing Broker. MFS reserves the right to change the Executing 

Broker/s in respect of the respective Derivatives Exchange without notice to the Client.  

 

3.15. Non-compliance with the terms and conditions agreed by the Client with the MFS appointed Executing Brokers 

and/or the terms and requirements of the Derivatives Exchanges where the Client executes the trades shall be 

considered as a material breach of this DT Agreement.  

 

3.16. Derivatives trading may be suspended for reasons beyond the control of MFS. Such reasons may include but not 

limited to failure of trading systems provided by the MFS appointed Executing Brokers, loss of connectivity to the 

exchange, etc. 

 

3.17. In an event the Client trades on a Derivative Exchange and the Client’s trade is recognized by the exchange or 

by a regulator or by MFS appointed executing broker to be invalid or non-compliant with regulations then in such 

circumstances MFS is not responsible for the trade or for the profit and loss arising from such trade. In such 

circumstances the Client’s account may at the discretion of MFS be restricted for any further trades or for withdrawal 

of cash or securities. However, MFS would reserve the right to execute such trades at its discretion and/or as required 

by the exchange or by the regulatory body which has identified such trades to be invalid or non-compliant. 

4. MARGIN 

4.1. For the purposes of Derivatives trading, the Client agrees to deposit with MFS, such margin as specified by MFS 

and/or the Derivatives Exchange or the Executing Broker from time to time. MFS, the Derivatives Exchange or the 

Executing Broker may amend the margin applicable to the Client’s derivatives contracts and the revised margins will 

apply to the Client’s account as soon as the revision is made by the MFS, the Derivatives Exchange or the Executing 

Broker.  

 

4.2. Subject to the conditions and period of time prescribed by MFS, the value or rate of the margin to be deposited by 

the Client with MFS at all times must not be lower than the Initial Margin. 

 

4.3. MFS will calculate the value of Derivatives in the Client's account and adjust the value of the margin deposited by 

the Client with MFS in order that it is consistent with the actual value as specified by the relevant rules and 

regulations of the Derivatives Exchange at least at the end of each business day or as prescribed by MFS. 

 

4.4. The Client agrees to maintain such maintenance margin as prescribed by MFS. If the aggregate value or rate of the 

Client's margin is lower than the maintenance margin at the end of any business day, the Client shall monitor the 

sufficiency of the margin value as notified by MFS to the Client by a written notice or via facsimile, telephone or e-

mail, and the Client must deposit an additional margin in order that the value or rate of the maintenance margin in 

the Client's account is not lower than the initial margin or the maintenance margin. 
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4.5. Subject to market volatility of the Derivatives contracts traded by the Client, MFS may require the Client to deposit 

an additional margin with MFS for each type or class of Derivatives, in the amount, at the rate or value and within 

the period of time specified by MFS. 

 

4.6. The Client may withdraw the margin deposited with MFS if it appears that the value or rate of the margin so 

deposited with MFS is greater than the initial margin, and the Client can withdraw the margin deposited in 

accordance with the rules as stipulated by MFS. 

 

4.7. In the event MFS does not receive the margin from the Client within the period of time specified, MFS is entitled in 

its absolute discretion and without notice to the Client to take the steps: 

4.7.1. To reject a Derivatives sale or purchase order of the Client, except an order for a close-out of the 

Derivatives holding position or a sale or purchase order closing out the position opposite to the Derivatives 

trading position that the Client has; 

4.7.2. To close out all or part of the Derivatives holding position of the Client immediately; 

4.7.3. To make an off –set trade against or retain the margin or any other benefit that the Client has with 

MFS; 

4.7.4. To claim a penalty from the Client for the Client’s default on the deposit of the margin, on the default 

amount or the amount of fees payable by the Client; and 

4.7.5. To terminate this DT Agreement forthwith. 

4.8. The costs, expenses and charges incurred by MFS in exercising its rights or enforcing any of its rights and powers 

under this DT Agreement shall be borne by the Client and may be recovered by MFS as a debt immediately due and 

payable. 

 

5. CLIENTS CASH DEPOSIT 
 

5.1. The Client agrees and accepts that the Client's cash accepted by MFS as a deposit towards margin due by the Client 

will be kept separately from MFS's cash. The Client’s cash shall be deposited in a Bank account held by MFS for 

deposit of Client’s cash with a Banking Company. The cash account will hold cash of the Client jointly with cash 

received by MFS from other Clients.  

 

5.2. The Clients cash deposited towards margin will be credited to the Client’s cash account in MFS’s system and applied 

towards the margin requirements of the Client consisting of Initial Margin, Maintenance Margin and Additional 

Margin. 

 

5.3. The Client allows MFS to have the right to deduct from the Clients cash credited to the Clients Derivatives trading 

account and/or order payments therefrom for the following purposes: 

 

5.3.1. For the trading of the Client's Derivatives; 

5.3.2. For use as a margin or for the adjustment of the margin account status; 

5.3.3. For the repayment of fees or any other moneys relating to the trading of the Client's Derivatives; 

5.3.4. For the repayment of debts and penalties in the event the Client is in default under this DT Agreement; and 
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5.3.5. For the application of such cash to debt repayments or as a margin in favor of the Exchange or any other 

financial institution. 

 

5.4. For the application of such cash to debt repayments or as a margin in favor of the Exchange or any other financial 

institution whether appointed by MFS as its Executing Broker or otherwise as margin for the Client. 

 

5.5. The Client agrees to pay to MFS the fees at a rate and within a period of time to be notified from time to time by 

MFS. 

 

5.6. MFS will not perform any act that would result in the creation, change, transfer, reservation or suspension of the 

rights to the Client's cash deposited with MFS without or in noncompliance with an order or consent of the Client, 

unless such performance is in accordance with the stipulations in this DT Agreement or as prescribed by the Exchange 

or by MFS. 

 

5.7. The Client agrees and acknowledges that in the event of a loss to the Client's cash deposited with MFS, MFS will be 

responsible only for the portion of the loss that has resulted from MFS’s gross negligence, willful misconduct or fraud 

in performing its obligations under this DT Agreement. 

 

5.8. The Clients acknowledges and agrees that he is not entitled to any corporate actions pertaining to the underlying 

assets of the Derivatives. 

 

6. CLOSE OUT OF DERIVATIVES TRADING POSITION 
 

6.1. The Client shall be deemed to default on payment of the debts and all the debts under this Appendix shall promptly 

become due in the event of any of the following circumstances: 

  

6.1.1. A certain circumstance implies to MFS that the Client will not be able to fulfill the obligations or pay the 

price for the Derivatives trading; 

6.1.2. The Client defaults on payment of any amount due under this DT Agreement or the minimum amount 

payable when due; 

6.1.3. The Client fails to comply with any of the Client’s arrangements, stipulations or obligations under the Master 

Agreement or to comply with any arrangements or stipulations executed under or in connection with this 

Appendix; and MFS is of the opinion that any arrangements, stipulations or obligations cannot be remedied; 

or the Client is not able to make a remedy within 3 (three) days from the date of the Client’s failure to 

comply with the said arrangements, stipulations or obligations; 

6.1.4. Any business license is cancelled, revoked, suspended or has expired without a renewal thereof, and such 

event produces significantly negative effects on the Client's ability to perform the obligations under this 

Appendix; 

6.1.5. Occurrence of any event that may produce significantly negative effects on the Client's ability to perform 

any obligations under this Appendix. 
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6.2. If it appears that the position of the Client's Derivatives trading in the Client’s Derivatives trading account has become 

due on the date the Client is required to perform the Derivatives contracts so agreed and that the Client has not 

placed a sale or purchase order with MFS to close out the Client’s Derivatives trading position, MFS will carry out a 

close-out of such Derivatives trading position in accordance with the procedures stipulated by MFS or the Derivatives 

Exchange. MFS can change these close-out procedures, and the Client agrees and consents thereto and will in no 

way dispute or oppose them. 

  

6.3. The purpose of close-out of the Derivatives trading position and deduction from the account for debt repayments 

shall, in addition to the debt repayments under this DT Agreement, include repayments of default interest and fees 

incurred as a result of the Derivatives trading under this DT Agreement. If, after this action, the Client is found to still 

incur debts due to MFS, the Client must be liable for paying such difference together with interest at the rate of 15 

(fifteen) percent per annum calculated from the date of default until completion of the full payment, plus a penalty 

(if any). If, after the close-out of the Derivatives trading position and the deduction from the account, a balance of 

funds is found to remain, MFS will return it without interest to the Client. 

 

6.4. In any of the following circumstances under this DT Agreement: 

 

6.4.1 The Client has concealed or distorted the facts provided in this DT Agreement, either in whole or in part; 

6.4.2  The Client omits or fails to comply with any material clause of this DT Agreement; 

6.4.3  MFS deems it expedient or prevents and deters an irregular condition of trading, or there is conduct 

regarding Derivatives trading which is inappropriate or may violate the laws, rules of any exchange or 

authority; and 

6.4.4       MFS complies with an order of the Derivatives Exchange or regulatory body;  

 

 Then, the Client allows MFS to take the following steps without obtaining the prior consent of the Client: 

• To close out the Derivatives trading position, make a deduction from the Client's account or enforce debt 

repayment against the Client's account opened with MFS, either in whole or in part, whether such debts 

have become due or not; 

• To reduce or limit the trading limit or maximum position limit of the Client; 

• To cancel all purchase orders and sale orders which have been placed by the Client but not yet been 

processed by MFS; and 

• To close all the accounts of the Client for the purpose of debt repayment under the Client's obligations. 

 

6.5. In the event MFS is unable or fails to close out the Derivatives trading position under this DT Agreement, the Client 

allows the close-out of the Derivatives trading position to be carried out by the regulatory body, the Derivatives 

Exchange, the Clearing House, the Executing Broker or a person entrusted by MFS for the purposes of close-out 

of the maximum position limit of the Client. 
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7. ADDITIONAL TERMS AND CONDITIONS APPLICABLE FOR TRADNG  IN US OPTIONS 

 

7.1. Acknowledgements: 

  
7.1.1. We acknowledge receipt of the booklet issued by the Options Clearing Corporation (“OCC”) titled 

“Characteristics and Risks of Standardized Options”, which is sited on the website 

https://www.theocc.com/getmedia/a151a9ae-d784-4a15-bdeb-23a029f50b70/riskstoc.pdf; and 

we state that we have read and understood the operations of the Options, Risks, Duties and Responsibilities 
associated with various types of Options and Options trading. 
 

7.1.2. We have read and understood the additional risks associated with uncovered options trading under the Level 
4, 5, or 6 Option Trading and agree to the terms on the document titled  “Special Statement for Uncovered 
Option Writers.”   

 

7.1.3. We acknowledge and agree that any Options Trading activity engaged in the US in pursuant to these terms 
will be governed by the rules and regulations of the Securities and Exchange Commission (“SEC”) of the U.S.A, 
the Financial Industry Regulatory Authority (“FINRA”), the OCC and the several exchanges as applicable and 
also by any amendments that will be made from time to time to such rules and regulations. 

 

7.1.4. We understand that we are fully responsible for taking action to exercise our option contracts. We 
acknowledge and understand all risks associated with Futures and Options trading and agree that there is a 
risk of a total loss of the principal sum invested as well. 

 

7.2. Purchase and Sale of Options:  We agree to the following: 
 

7.2.1. To pay a commission to MFS at the time of opening an option position and also on exercising or closing of 
that position. The fees will be charged as applicable to any option position that is exercised and such fees will 
be applied within 1 to 2 business days subsequent to exercising the options.  
 

7.2.2. To deliver the securities subject to an option as determined by MFS. 
 

7.2.3. To authorize MFS to act as our agent to purchase replacement securities at the then-current market price in 
order to effectuate the delivery to the Exercising holder of our call option, if we do not deliver the underlying 
securities at any time. 

 

7.2.4. To agree and acknowledge the “random selection” system of allocation applied by MFS in the event it is 
necessary to allocate between two or more persons who have established an option position as seller. We 
acknowledge that MFS shall have the sole discretion to determine the above. 
 

7.2.5. Remedies available for MFS: We agree that upon our failure to satisfy any cash or collateral call, without 
notice to me MFS may  at its discretion take all necessary steps including but not limited to the following to 
safeguard MFS’s position: 

 

7.2.5.1. Buy  and/or sell  short, or short exempt, for our account and at our risk, all or any portion of the 
shares or instruments represented by options endorsed by MFS for  our account, and 
 

7.2.5.2. Engage in any other lawful transaction reasonably calculated to protect MFS’s position. 

  

https://www.theocc.com/getmedia/a151a9ae-d784-4a15-bdeb-23a029f50b70/riskstoc.pdf;
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7.3. Notice to Exercise Options:  
 

7.3.1. We hereby agree to waive any and all claims for damages or loss, which we may have against MFS or its 
executing Broker because an option was not exercised.  We understand that our options will become 
worthless if we do not deliver instructions via MFS or otherwise to exercise by the respective executing 
Broker’s established exercise cut-off times, which may be different from exercise cut-off times established 
by the exchanges, markets and clearing houses. We are aware that the OCC has established thresholds for 
equity option contracts whereby all expiring contracts at or about the $.01 threshold will be automatically 
exercised; and for index option contracts whereby all expiring contracts at or above the $.01 threshold will 
be automatically exercised, unless the respective Executing Broker, at our direction, instructs the OCC 
otherwise.  
 

7.3.2. If we purchase any listed option, we will notify the respective Executing Broker via MFS or otherwise, as 
applicable, of our intention to exercise such option no later than two hours before the expiration time of the 
option. Except as required by OCC rules, we understand and agree that MFS or the respective Executing 
Broker have no obligation to exercise any option, absent specific instructions from us to that effect. 

 

7.4. Uncovered Sale of Options. We specifically agree and acknowledge that in the event of the sale of a call option 
without depositing the underlying securities, we may incur significant losses. 
 

7.5. No Action. We further agree not to take any action either on our own or together with others in order to violate 
the position or exercise limits that the exchanges or market places may establish from time to time. 

 

8. LIMITATION OF LIABILITIES, INDEMNIFICATION AND REMEDIES 

 

8.1. All transactions effected for the Client’s Derivatives trading account and all fluctuations in the market prices of the 

Derivatives contracts carried in the Client’s Derivatives trading account are at the Client’s risk, and the Client shall be 

solely liable therefore under all circumstances. MFS is not responsible for the obligations of the persons with whom the 

Client’s transactions are effected, nor is MFS responsible for the performance or non-performance by any contract 

market/Derivatives Exchange, clearing house, clearing firm or other third party (including floor brokers and banks) to MFS 

of its obligations in respect of any Derivatives contract or other property of the Client; or for delays in the transmission, 

delivery or execution of Client's orders due to malfunctions or disruptions of communications facilities or other causes 

beyond MFS’s reasonable control or anticipation.  

8.2. MFS shall not be responsible for the actions of the Executing Brokers selected by MFS in good faith or by the Client, 

including such Executing Brokers’ errors, negligence or inability to execute orders. 

8.3. The Client agrees to indemnify, defend and hold harmless MFS, its Affiliates, directors, officers, stockholders, 

employees, successors, assigns and agents from and against any liability, loss, cost or expense (including without 

limitation reasonable legal fees and expenses, costs of collection of debit balances, interest and any fines imposed by any 

exchange, self-regulatory organization or governmental body) or any Executing Broker arising from (a) any failure of the 

Client to perform its obligations under this DT Agreement, (b) any failure of the Client to comply with any rule or law, or 

(c) any representation ,warranty or declaration made by Client in this DT Agreement or in the Schedules attached hereto 

ceasing at any time to be true or accurate. 
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8.4. In the case where an event of force majeure, an emergency or a disruption occurs to the computer system of MFS or 

its executing broker/service provider, the Client allows MFS to take steps to transmit a sale or purchase order of the Client 

through another Executing Broker in order to match the sale or purchase order in the Derivatives Exchange. 

8.5. The Client agrees that MFS shall not be liable for any errors or omissions of the exchanges including but not limited 

to errors relating to matching of trades and calculation of margin. 

8.6.The Client hereby authorizes MFS, without any prior notice to the Client to apply the net proceeds of Derivatives 

trading, or the margin under this DT Agreement, or the net proceeds derived from sales or seizure or attachment of cash 

and securities or margins under any other agreements that the Client has with MFS, or funds in deposit accounts, any 

other balances, interest, dividends on securities or any other benefits, which the Client has derived under this DT 

Agreement or any other agreements that the Client has with MFS, to deductions for debt repayments or set-offs or 

account settlements under this DT Agreement or any other agreements that the Client has with MFS as MFS at its sole 

discretion decides without having to make deductions for debt repayments or set off debts or settle accounts that are 

due first. 

 

9. NO ADVICE 

The Client agrees that any information provided by MFS cannot be considered as an advice from MFS to purchase or sell 

any particular Derivatives or the timing or quantum of any transaction. The Client shall rely solely on his own skill, 

knowledge and judgments on deciding on any Derivatives transaction. The Client agrees and categorically states that the 

Client shall not have any claims whatsoever against MFS for any losses incurred by the Client as a result of  following any 

information, prediction or recommendation made available by MFS or any of its representatives whether or not given at 

the request of the Client under this DT Agreement.     

10. TERMINATION 

Notwithstanding the provisions in the Master Agreement, the Client shall have the right to terminate this DT Agreement 

with one month’s notice to MFS after all due payments are made to MFS in respect of the Derivatives trading under this 

DT Agreement. 

The termination of this DT Agreement at any time for whatever reason shall not affect any rights and remedies available 

to MFS in this DT Agreement or in law, in particular but without limitation, the right to recover damages and penalties 

from the Client. 

11. This DT Agreement shall be supplemental to the Master Agreement and shall be read in conjunction with the Master 

Agreement to draw the interpretation and meaning of the definitions and clauses of the Master Agreement. 

However, the provisions of this DT Agreement shall prevail over the provisions of the Master Agreement and 

override, replace and/or substitute the provisions of the Master Agreement to the extent as provided. 
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In WITNESS whereof the Parties have executed this DT Agreement on the day month and year first above written. 

 

 

…………………………………..                     ………………………… 

Mubasher Financial Services (DIFC) Limited     < Client> 

Name:         Name: 

Designation:        Designation: 
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SCHEDULE 1 TO APPENDIX 2 - DERIVATIVES TRADING - TERMS & CONDITIONS (DERIVATIVES AGREEMENT) 

MUBASHER FINANCIAL SERVICES (DIFC) LIMITED - RISK DISCLOSURE STATEMENT 

This brief statement does not disclose all the risks and other significant aspects of  trading in securities and other property 
relating to cash, shares, stocks, corporate, public and government bonds, Derivatives including equity futures, index 
based futures, options, forwards, swaps, etc. and any other financial instruments (whether certificated or uncertificated) 
that are admitted to trading on a financial market, as well as any related contracts for the present or future delivery of 
such securities (or the value of which is calculated by reference to the price of such securities) and any and all rights and 
entitlements thereto.  

Trading in securities and other property is highly speculative and involves a significant risk of loss. Such trading is not 
suitable for all investors, therefore the undersigned (hereinafter referred to as “the Client” or “Investor” or “your” or 
“you”) either himself or as an authorized signatory or representative of an entity must ensure that the Client fully 
understand the risks before trading. The Client should carefully consider its investment goals, level of experience, and 
risk appetite. The Client’s potential liability is unlimited and there is a possibility that the Client could  lose some or all of 
the initial investment and any profit and therefore should not invest money that the Client cannot afford to lose.  

Mubasher Financial Services (DIFC) Limited, (hereinafter referred to as “MFS”, “we”, “our”) wishes to emphasize that 
past results are not necessarily indicative of future results. The Client should not deal in Derivatives unless it understands 
the nature of the contract being entered into and the extent of the exposure to risk. The Client should also be satisfied 
that the contract is suitable for the client in the light of the client’s circumstances and financial position.  

The Client should undertake such transactions only if you understand the nature of the trading which the Client is about 
to engage in and the extent of its exposure and risk. 

In consideration of MFS agreeing to provide regulated financial services to the Client under the terms and conditions of 
the Master Agreement and Appendices/Addendums/Schedules signed by the Client, the Client acknowledges, 
understand and agree that: 

1. High leverage and low margins can lead to quick losses  

The high leverage and low margin associated with spot forex and other OTC transactions can result in significant losses 
due to price changes in foreign exchange contracts/transactions and cross currency contracts/transactions. A small price 
movement in your favor can provide a high return on the deposit, however, a small price movement against you may 
result in significant losses which could exceed the money placed on deposit. Such losses can occur quickly. 

2. Risks associated with Futures 
 

Transactions in futures involve the obligation to make, or to take delivery of the underlying asset of the contract at a 
future date, or in some cases to settle your position with cash. They carry a high degree of risk. The "gearing" or "leverage" 
often obtainable in futures trading means that a small deposit or down payment can lead to large losses as well as gains. 
It also means that a relatively small market movement can lead to a proportionately much larger movement in the value 
of your investment, and this can work against you as well as for you. Futures transactions have a contingent liability, and 
you should be aware of the implications of this, in particular the margining requirements, details of which MFS or its 
appointed executing broker will provide. 
 
3. Risks associated with Options  
 
Transactions in options carry a high degree of risk. Purchasers and sellers of options should familiarize themselves with 
the type of option (i.e. put or call) which they contemplate trading and the associated risks. You should calculate the 
extent to which the value of the options must increase for your position to become profitable, taking into account the 
premium and all transaction costs. 
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There are many different types of options with different characteristics subject to different conditions: 

 

• Buying options: 
 

Buying options involves less risk than selling options because, if the price of the underlying asset moves against you, you 
can simply allow the option to lapse. The maximum loss is limited to the premium, plus any commission or other 
transaction charges. However, if you buy a call option on a futures contract and you later exercise the option, you will 
acquire the future. This will expose you to the risks described under "futures" and "contingent liability transactions". 

 
The purchaser of options may offset or exercise the options or allow the options to expire depending on the nature and 
the type of option purchased. The exercise of an option will not always result in a cash settlement. In some instances, the 
purchaser may acquire a spot position with associated liabilities for margin.  If the purchased options expire worthless, 
you will suffer a total loss of your investment, which will consist of the option premium plus transaction costs. If you are 
contemplating purchasing deep-out-of-the-money options, you should be aware that the chance of such options 
becoming profitable ordinarily is remote. 

 
The purchaser is subject to the risk of losing the premium and transaction costs. When the option is exercised or expires, 
the purchaser is responsible for any unpaid premium outstanding at that time. 
 

• Selling options: 
 

Selling an option generally entails considerably greater risk than purchasing options. Although the premium received by 
the seller is fixed, the seller may sustain a loss well in excess of that amount. The seller will be liable for additional margin 
to maintain the position if the market moves unfavorably. The seller will also be exposed to the risk of the purchaser 
exercising the option and the seller will be obligated to either settle the option in cash or to acquire or deliver the 
underlying interest. If the option is ‘covered’ by the seller holding a corresponding position in the underlying currency or 
another option, the risk may be reduced. If the option is not covered, the risk can be unlimited. 

 

• Writing options: 
 

If you write an option, the risk involved is considerably greater than buying options. You may be liable for margin to 
maintain your position and a loss may be sustained well in excess of any premium received. By writing an option, you 
accept a legal obligation to purchase or sell the underlying asset if the option is exercised against you, however far the 
market price has moved away from the exercise price. If you already own the underlying asset that you have contracted 
to sell (known as "covered call options") the risk is reduced. If you do not own the underlying asset (known as "uncovered 
call options") the risk can be unlimited. Only experienced persons should contemplate writing uncovered options, and 
then only after securing full details of the applicable conditions and potential risk exposure. 

 

• Traditional options: 
 

A particular type of option called a "traditional option" is written by certain London Stock Exchange firms under special 
exchange rules. These may involve greater risk than other options. Two-way prices are not usually quoted and there is 
no exchange market on which to close out on open position or to effect an equal and opposite transaction to reverse an 
open position. It may be difficult to assess its value or for the seller of such an option to manage his exposure to risk. 
 
Certain options markets operate on a margined basis, under which purchasers do not pay the full premium on their option 
at the time they purchase it. In this situation you may subsequently be called upon to pay margin on the option up to the 
level of your premium. If you fail to do so as required, your position may be closed or liquidated in the same way as a 
futures position. 
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4. Risks associated with Contracts for Difference 

 
Some futures and options contracts can also be referred to as "contracts for difference". These can be options and futures 
on an index, as well as currency and interest rate swaps. However, unlike other futures and options, these contracts can 
only be settled in cash. Investing in a contract for difference carries the same risks as investing in a future or an option. 
Transactions in contracts for difference may also incur contingent liabilities. 
 
5. Risks associated with Warrants 

 
A warrant is a time-limited right to subscribe for shares or debentures and is exercisable against the original issuer of the 
securities.  A relatively small movement in the price of the underlying security results in a disproportionately large 
movement, favorable or unfavorable, in the price of the warrant. The prices of warrants can therefore be volatile. It is 
essential for anyone who is considering purchasing a warrant to understand that the right to subscribe which a warrant 
confers is invariably limited in time, with the consequence that if you fail to exercise this right within the predetermined 
time-scale then the investment becomes worthless. You should not buy a warrant unless you are prepared to sustain a 
total loss of the money you have invested plus any commission or other transaction charges.  
 
Some other instruments are also called warrants but are actually options (for example, a right to acquire securities which 
is exercisable against someone other than the original issuer of the securities, often called a "covered warrant"). 

 
6. Off-exchange transactions 

It may not always be apparent whether or not a particular derivative is on or off-exchange. While some off-exchange 
markets are highly liquid, transactions in off-exchange or "non-transferable" Derivatives may involve greater risk than 
investing in on-exchange Derivatives because there is no exchange market on which to close out an open position. It may 
be impossible to liquidate an existing position, to assess the value of the position arising from an off-exchange transaction 
or to assess the exposure to risk.  

Transactions in off-exchange warrants may involve greater risk than dealing in exchange traded warrants because there 
is no exchange market through which to liquidate your position, to assess the value of the warrant or the exposure to 
risk. Bid and offer prices need not be quoted, and, even where they are, they will be established by dealers in these 
instruments and consequently it may be difficult to establish what a fair price is. 

7. Margin requirements  

You must maintain the minimum margin requirement on the open positions of the securities and other property held in 
your account at all times. It is your responsibility to monitor your account balance. We have the right to liquidate any or 
all open positions whenever the minimum margin requirement is not maintained and this may result in your contract for 
difference, spot forex, warrants, options and futures contracts/transactions being closed at a loss for which you will be 
liable. 

8. Liquidation of positions 

Positions may be liquidated or closed out without your consent in the event you fail to meet a margin call.  Additionally, 
the insolvency or default of any broker involved in your transaction may lead to positions being liquidated or closed out 
without your consent. In certain circumstances, you may not get back the actual assets which you lodged as collateral 
and you may receive any available payment in cash. 

 



 

  

MFS Initials                          Client’s Initials 

 
 

 Page 17 
 
 

 
MBS V2 – September 2021  

 

9. Contingent liability transactions 

Contingent liability transactions which are margined require you to make a series of payments against the purchase price, 
instead of paying the whole purchase price immediately. 

If you trade in futures or contracts for difference or sell options you may sustain a total loss of the margin you deposit 
with your broker to establish or maintain a position. If the market moves against you, you may be called upon to pay 
substantial additional margin at short notice to maintain the position. If you fail to do so within the time required, your 
position may be liquidated at a loss and you will be liable for any resulting deficit. 

Even if a transaction is not margined, it may still carry an obligation to make further payments in certain circumstances 
over and above any amount paid when you entered the contract. Contingent liability transactions which are not traded 
on or under the rules of a recognized or designated investment exchange may expose you to substantially greater risks 
than those which are so traded. 

10. Foreign Markets and Currency Risk 

Foreign markets will involve different risks from Bahrain Stock Exchange or GCC markets. In some cases the risks will be 
greater. The value of any investment in financial instruments may fluctuate downwards or upwards and a particular 
instrument may become worthless. 

The profit or loss in transactions in foreign currency denominated contracts/transactions (whether they are traded in 
your own or another jurisdiction) will be affected by fluctuations in currency rates where there is a need to convert from 
the currency denomination of the contract to another currency. 

In some cases, currency fluctuations may result in you suffering a loss even though an investment (denominated in its 
local currency) has increased in value. 

11. Collateral 

If you deposit collateral as security, the way in which it will be treated will vary according to the type of transaction and 
where it is traded. There could be significant differences in the treatment of your collateral depending on whether you 
are trading on a recognized or designated investment exchange, with the rules of that exchange (and associated clearing 
house) applying, or trading off exchange. Deposited collateral may lose its identity as your property once dealings on your 
behalf are undertaken.  You may not get back the same assets which you deposited and may receive any payment in cash. 
You may also be subject to credit risk in respect of the entity or entities holding your collateral. 

12. Prices, Margin and Valuations are set by MFS and may be different from prices reported elsewhere 

We will provide prices to be used in trading, valuation of Account Holder positions and the determination of margin 
requirements. Prices reported by MFS may vary from prices available in the market. We exercise discretion in setting and 
collecting the margin. We are authorized to convert funds in your account for margin into and from such foreign currency 
at a rate of exchange determined by MFS in our sole discretion on the basis of the prevailing money market rates. 
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13. One click trading and Immediate Execution 

Our online trading system provides immediate transmission of Account Holder orders once the Account Holder enters 
the notional amount and clicks “Buy/Sell.” This means that there is no opportunity to review the order after clicking 
“Buy/Sell” and market orders cannot be cancelled. This feature may be different from other trading systems you have 
used. By using our order entry system you agree to the one-click system and accept the risk of this immediate 
transmission feature.  

14.  Telephone Orders  

We are not responsible for disruption, failure or malfunction of telephone facilities and do not guarantee our telephone 
availability.  

15. Telephone Orders and Immediate Execution 

Market orders executed through the trading desk by telephone are completed when MFS’s dealer says “deal” or “done” 
following Account Holder’s placing of an order. Upon such confirmation of the dealer, you have bought or sold and cannot 
cancel the market order. By placing market orders through the trading desk, you agree to such immediate execution and 
accept the risk of this immediate execution feature. 

16. Internet Trading 

There are risks associated with utilizing internet based deal execution trading system including, but not limited to, failure 
of hardware, software and internet connection.  One result of such a failure may be that your order is either not executed 
according to your instructions or is not executed at all. 

We will have no liability or duty of indemnification for any claims, losses, damages, costs or expenses, caused, directly or 
indirectly, by any malfunction or failure of any transmission, communication system, computer facility or trading 
software, whether belonging to MFS, the Account Holder, any exchange or any settlement or clearing system, and/or for 
any third party violations and/or from any actions or events outside our control. Furthermore, we are not responsible for 
the breach of internet security with respect of your account. 

17. Market Recommendations are informational, you make independent  decisions, and we are not an advisor or 
fiduciary to you  

The Company shall not be responsible for any loss arising from any investment based on any recommendation, forecast 
or other information provided by the Companies staff or as may be available on MFS’s website. MFS does not warrant 
that the information is accurate, reliable or complete or that the supply will be without interruptions. MFS shall not be 
liable for any delay, inaccuracy, error or omission of any kind in the information provided by MFS and/or the exchange 
and/or any third party information provider or for any resulting loss or damage you may suffer as a result of or in 
connection with the information supplied by MFS and/or the exchange and/or any third party information provider. In 
addition, MFS shall have no liability for any losses arising from unauthorized access to information or any other misuse 
of information. 

Any opinions, news, research, analysis, prices, or other information contained on our website or emailed to you are 
provided as general market commentary, and do not constitute investment advice. MFS will not accept liability for any 
loss or damage, including, without limitation, for any loss of profit which may arise directly or indirectly from use of or 
reliance on such information. Each decision as to whether a transaction is appropriate or proper, is an independent 
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decision by you.  You agree that MFS has no fiduciary duty to you and is not responsible for any liabilities, claims, damages, 
costs and expenses, including attorneys’ fees, incurred in connection with you following MFS’s generic trading 
recommendations or taking or not taking any action based upon any information provided by MFS.MFS makes no 
representations as to whether a particular investment is appropriate or suitable for you. 

18. No guarantees of profit  

There are no guarantees of profit nor of avoiding losses when trading in securities and other property. You have received 
no such guarantees from MFS or from any of our representatives.  You are aware of the risks inherent in trading in 
securities and other property and financially able to bear such risks and withstand any losses incurred.  

The contents of any report provided should not be construed as an express or implied promise, as a guarantee or 
implication that you will profit from the strategies herein or as a guarantee that losses in connection therewith can, or 
will be limited. 

19.  Commission, Conversion and other Charges  

Before you begin to trade, you should ensure that you understand all commissions, fees and other charges for which you 
will be liable. If any charges are not expressed in money terms (but, for example, as a percentage of contract value), you 
should obtain a clear written explanation, including appropriate examples, to establish what such charges are likely to 
mean in specific money terms. 

You should be aware that profit and loss in foreign currency denominated contracts/transactions (whether they are 
traded in your own or another jurisdiction) will be affected by the fluctuations in currency rates where there is a need to 
convert from the currency denomination of the contract to another currency. These charges will affect your net profit (if 
any) or increase your loss. 

20. Quoting Errors  

Should a quoting error occur due to a mistype of a quote or a mis-quote given by telephone or electronic means (including 
responses to your requests), we are not liable for any resulting errors in account balances and reserve the right to make 
necessary corrections or adjustments to the relevant account. Any dispute arising from such quoting errors will be 
resolved on the basis of the fair market value, as determined by MFS in our sole discretion and acting in good faith, of 
the relevant market at the time such an error occurred. In cases where the prevailing market represents prices different 
from the prices we have posted on our screen, we will attempt, on a best efforts basis, to execute transactions on or 
close to the prevailing market prices. These prevailing market prices will be the prices which are ultimately reflected on 
Account Holder statements. This may or may not adversely affect your realized and unrealized gains and losses.  

21. Password Protection 

You are obligated to keep passwords secret and ensure that third parties do not obtain access to your online account. 
You will be liable for trades executed by means of your password even if such use may be wrongful. 

22. Suspension of Trading 

Under certain trading conditions it may be difficult or impossible to liquidate a position. This may occur, for example, at 
times of rapid price movement if the price rises or falls in one trading session to such an extent that under the rules of 
the relevant exchange trading is suspended or restricted. Placing a stop-loss order will not necessarily limit your losses to 
the intended amounts, because market conditions may make it impossible to execute such an order at the stipulated 
price. 



 

  

MFS Initials                          Client’s Initials 

 
 

 Page 20 
 
 

 
MBS V2 – September 2021  

Strategies using combinations of positions, such as ‘spread’ and ‘straddle’ positions may be as risky as taking simple ‘long’ 
or ‘short’ positions. 
 
23. Clearing House Protections 

On an exchanges, the performance of a transaction by your broker (or the third party with whom he is dealing on your 
behalf) is "guaranteed" by the exchange or it’s clearing house. However, this guarantee is unlikely in most circumstances 
to cover you, and may not protect you if another party defaults on its obligations to you. There is no clearing house for 
traditional options, or for many off-exchange instruments, which are not traded under the rules of a recognized or 
designated investment exchange. 

24. Account Holder may not be able to close open positions 

Due to market conditions or other circumstances we may be unable to close out your position at a level specified by you, 
and you agree that we will bear no liability for failure to do so. 

25. Modifications to the Risk Disclosure Statement 

We reserve the right to change this risk disclosure statement at any time by posting revisions on this website. Such 
changes will be effective upon posting. We advise you to check our website frequently to review any changes to this risk 
disclosure statement. 

26. Transactions in other Jurisdictions 

If you deal with transactions on markets in other jurisdictions including markets formally linked to a domestic market, 
you may be exposed to additional risk. Such markets may be subject to regulation which may offer different or diminished 
investor protection. Before you trade you should inquire about any rules relevant to your particular transactions. Your 
local regulatory authority will be unable to compel the enforcement of the rules of regulatory authorities or markets in 
other jurisdictions where your transactions have been effected. 

27. Acknowledgement  

You confirm that you have fully read and understood the risk disclosure statement and you unreservedly acknowledge 
and accept the risks set out herein, and accept and declare that you are willing to undertake these risks. 

By signing on this risk disclosure statement, I/we on my own account or as an authorized trader/signatory to the account 
with MFS acknowledge and agree that I/we have received a copy of the Risk Disclosure Statement and have understood 
its contents:  

 

______________________________________________ 

For <Name of the Client> 

Signature/s (in case of Joint Signatories) 

This risk disclosure statement is provided by Mubasher Financial Services (DIFC) Limited an Investment Business Firm 
(Category 3A) licensed and regulated by the Dubai Financial Services Authority. 


