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The FTS Trading manual introduces you to the operational details
and conceptual ideas associated with using the FTS Trader. The first
half of this manual will help you to master the basics of running the FTS
system 1 from logging into the market to placing a trade. The second
half of this manual focuses on the conceptual ideas related to markets
and trading. Here you will learn how to analyze your trading
performance relative to others in the market and how to strategize for
future trades. In addition, the FTS Trader provides a variety of support
features designed to help you explore, at your own pace, the many
layers of trading in a financial market.

Each FTS trading case is unique. The cases are designed to tie
together classroom learning objectives with a price discovery problem
facing the trading crowd. Before beginning the system, you should
review any classroom concepts that are relevant to your trading
exercise. The FTS Trader is designed not only to give you the
experience of trading but also to help you discover and refine your own
trading strategy to help you succeed in a real world environment.

IMPORTANT!

Before beginning this manual you must complete the one time installation of the
run time libraries required to run the FTS system. If you have not yet installed
the libraries, go to www.ftsnet.com. Click on Install Now and accept all defaults
(to do this installation you will need to have local administrator access to your
PC). If you need additional information regarding the installation process,
instructions can be found in Appendix I: FTS Installation, located at the end of
this manual.
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Note: If you want to login in the traditional manner via the Virtual Classroom see Appendix
V at the end of this manual. Below the new method for logging in is described using
the new FTS System Manager. After Step 1the running instructions are the same.

FTS System Manager

Step 1. Assuming the FTS System Manager has been installed from the www.ftsnet.com or
www.ftsmodules.com: as illustrated below:

FINANCIAL
o TRADING

T SYSTEM
www.ftsweb.com

Introducing the FTS System Manager

The Complete Trading Room Solution

Installed on your computer, it is the simplest way to run any part of the system.
Click here to install the FTS System Manager

You can also run the applications manually from our old web page
and from the virtual classroom

If you select to run from the fvirtual classroomosee appendix V.
Once installed you can run the FTS System Manager from either the icon or directly from the Start

menu run programs:

n Financial Trading System

o[

ElgsarT\ps Moderators  Options  Help

FINANCIAL

TRADING
I SYSTEM

wwv. fisweb.com

The Complete
Trading Room
Solution

Student Mode

Select the application to run

Select the application to un
FTS Real Time Trader: Client
FTS Trader (Price discovery cases, e.g. BO1, RE1, etc)

Valuation Modules
FTS Valustion Tutor {(MEW)

Sel&  Free Cash Flow Module

CAPM Tutor Modules
Efficient Portfolic Module
Factor Models

Bond Tutor Modules
Treasury Calculstar
Interest Rate Risk Module

Option Tutor Modules
Option Payoffs Module
Binomial Tree Module

il Option Calculator
Exotic Options

Beta Version of FTS Interactive Markets

Beta FTS Trader

Corfiguration information recsived

G Back B Forward (# Refresh € Stop @i~

Financial Trading System: Student Applications

NOTE on Passwords
+ Real Time Trader: you are pre-assigned reading name and password by your instructor.
» FTS Trader: use your email address as your trading name, unless told otherwise
» For the Valation Tutor and other modules, request a Student Code from the Help menu.

Select the application you want to run, then click "Run Application”
If you encounter an error. you can also run the applications directly from our web site.

Overview of the Financial Trading System

The Real Time System
Fall 2008 Real Time Cases
FTS Real Time Trader: Student Manual

The FTS Interactive Markets
ETS Trader Student Manual

FTS Valuation Tutor
FTS Valation Tutor: Mamal

For all other applications, please visit our web site. Some of the applications need you to login to the
FTS Virtual Classroom

From the drop down menu in the FTS System Manager select fFTS Trader (Price Discovery cases
e.g., BO1, RE1 etc.,) to launch the FTS Trader

Step 2: Upon clicking Run, you will be presented with the Initial Trader Screen, shown
below. Take a minute to view the elements of this screen.
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http://www.ftsnet.com/
http://www.ftsmodules.com/

F1° Local IP=192.168.1.2 Version: v6.2

b arket IP Address

|F'|:urt Murnber |28888

|Tral:|ing Mame

|F'asswu:urd [if req)
|Trau:|er 1

|Tral:|er 2

|Trau:|er 3

|Senl:| Data

Connect E it

Initial Trading Screen

1 Market IP Address: The Market IP Address is the address that will connect you to the market.
This is a required field. The appropriate IP Address will be provided to you by your instructor.

9 Port Number: Your Initial Trading Screen will display a default Port Number. Leave this
number as it is unless otherwise directed by your instructor.

1 Trading Name: The trading name that you enter is the name that will be publicly displayed in
the market. This is a required field. If you log out of the market and need to log back in, this
name must be entered exactly the same way as it was originally. It is best to keep your trading
name unique, but simple.

1 Password: A password is required only if one has been pre-assigned by your instructor. This
field is case sensitive.

1 Trader 1, Trader 2, Trader 3: These three Trader fields are where you will enter your real
name plus the real names of your team members (if you are assigned to a team). Only your
instructor has access to the information entered into these fields.

1 Send Data: Send Data allows you to enter information such as a market forecast based on
your analysis before entering the market. Leave this field blank unless otherwise directed by
your instructor.
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Step 3: Enter a Trading Name. If you do not have a pre-assigned Trading Name and/or
Password, you may enter the name of your choice.

F1° Local IP=192.168.1.2 Version: v6.2

[Market IP Address [132.168.1.2 |
[Part Mumber | 26868
[TradingName  [Tradert € Step 3. Enter Trading Name

|F'assw0rd [if req) |
[Trader 1 [
|Trader 2 |
|
|

|Trader3
Step 4. Click on Connect —_ | | [GendData
> Connect Exit

Initial Trading Screen

Step 4: Click Connect on the Initial Trading Screen to enter the FTS Trading Screen.

Note: The main trading screen will open only if the market is running. Your instructor will
indicate when you are able to officially login.

Once you have successfully logged into the market, please proceed to the following page.
If you are experiencing a problem logging into the market, please refer to Appendix Il
Troubleshooting.
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Elements of the FTS Trading Screen

The FTS Market Trading Screen is the first screen that appears once you have
successfully logged into the market. It is important to be familiar with its elements before
beginning to trade. However, if at any time during trading you can not remember what a
particular object on the screen does, simply place your mouse over the object and a
mouse-over description will appear. In order to simplify the FTS Trading Screen, we have
divided it into 5 sections, as shown below. These sections will be referenced in the next
few pages of this manual.

Section 1

F1° FTS Trader Number: 1, connected on: 1 Yersion: v6.2

File Suppaort  Options  Help

Section 2 Section 3 Section 4

[Trial: 1 Period: 1 - . - Market IP: 192.168.1.2

[Time Left: 240 F'nce- Bid > | = | »»»| SeltoBid |Trac|ing T

Grade: 0.Cum Grade: 0. |uantiy | Bk | < | <] Bupatask Case Name: BOT

[t arket 3 alie: 1000, | Clear Bids | Clear daks )

[Fark

|Risk Free Rate: 0250000

[Cash: 1000,
Section 5

|Security Name | Bid sk | Pasifion | Last | Papoff %)
S| El = == | = | —
| Zewlp | B s P eSS o o
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Section 1

Title Bar

F1° FTS Trader Mumber: 1, connected on: 1 Yersion: v6.2?

File Suppork  Ophions  Help P Menu Bar

Title Bar

The title bar is found at the top of the FTS Trading Screen. This bar lists your Trader Number,
Connection Number and Version Number.

Menu Bar
The menu bar offers the four following options: File, Support, Options and Help.

File

9 Excel Link: This submenu item allows you to personalize your trading support by
exporting real time market and other relevant data from the FTS Trading screen into an
Excel spreadsheet. See Appendix Illl: FTS Support Screen for more details.

9 Manual Link: The Manual Link is useful if your trading screen starts to slowdown as a
result of too much activity from Excel and you would like to break the real time link. This
option can only be selected after an Excel Link has been established.

9 Update Excel F9: When you click on this submenu item, it will update your manual link
(because your manual link is no longer updating in real time).

9 Exit: This selection allows you to exit the FTS Trader at any time.

Support

9 Show Support: Show Support accesses the price graph and other support resources
available for the FTS Trader. See Appendix Ill: FTS Support Screens for more
information.

1 Calculator: This submenu item produces a general FTS calculator that incorporates
dates and yields.

9 Treasury Calculator: The Treasure Calculator is an FTS calculator that uses real world
Treasury quotations.

1 Options Calculator: This submenu item produces a general FTS Option Calculator

9 Futures Calculator: The FTS Futures Calculator is an FTS calculator that works with
futures and includes carry costs.

1 Market Value: The Market Value option depicts your current aggregate position.

1 Trading Summary: The Trading Summary displays your aggregate position at the end of
each trading period.

1 Trading History: The Trading History depicts your current personal trading history (i.e.,
current trading diary).

a 2006-2007 OS Financial Trading System 8



Options

1 Ticks for Bid/Asks: Ticks for Bid/Asks offers selections for a fixed tick size when using
the hand signals on the FTS Trading Screen, shown in Section 5. The tick sizes offered
are: 0.01, 0.10, 1.00.

1 Quantity for Buy/Sell: Quantity for Buy/Sell selects a default quantity if using hand
signals (see Ticks for Bid/Asks).

Note: The menu item quantity is automatically overridden if you enter a different
quantity number directly into the top center part of the screen Quantity textbox.

Help

1 Trader Help: Trader Help offers general help solutions for trading.
9 Cases: The option for Cases offers default case descriptions.

1 Hide Help: This function will hide the help option.

a 2006-2007 OS Financial Trading System 9



Section 2

Trial 1 Perind: 1

|Time Left; 240

[Grade: 0.,Cum Grade: 0.
[k ark et VW alue; 1000,

R ank,

[Risk Free Fate; 0250000
[Cash; 1000,

Trial: Each trading case covers a set amount of calendar time. The trial number indicates the year
that the trading is going on.

Period: Every trial is further divided into periods. The trading case, again, specifies the exact
number of periods that occur in each trial.

Time Left: Each trading case also specifies a particular amount of time. Once the market begins,
Time Left will begin to count down. The time will reset after the completion of each period.

Grade: Also referred to as Grade Cash, grade is a potential trading bonus that is awarded for good
trading performance.l n a r e al world setting, trading bonusdé ar
traders. Grade is updated every trading period.

Cumulative Grade: The cumulative grade is the total amount of accumulated grade cash that you
have earned over an entire trial.

Market Value: The Market Value is the current estimated market value of your position.

Rank: Your Rank is a useful measure of your performance and appears at the end of each trial.

It measures your rank relative to other traders in the market and is based on your final

Market Value. When trading, you will receive both per trial and cumulative rank information. Your
professor has access to your rank information.

Risk Free Rate: The Risk Free Rate is the simple rate of interest that is applied to your end of
period cash balance. It is the default method of calculating interest and is used in most cases,
however, your instructor does have the power to vary the way that interest is calculated (see Rules
of Trading in FTS Markets: Time and Interest).

Cash: Cash indicates the current balance in your money market account.

a 2006-2007 OS Financial Trading System 10



Section 3

\
Price Bid | FT=s=>| SeltoBid

| Quantity | sk | < | <¢|cce] BupatAK T ———  Security Name
| Clear Bids | Clear Asks

[

s

Note: Before any of the buttons or textboxes on the screen above can be used, you must first
select a security. Securities are selected for trade in Section 5 of the FTS Trader Screen.

9 Security Name: The Security Name listed at the top of this section, indicates the
security that you have selected to trade.

9 Price Textbox: Next to the word Price, you will find the Price Textbox. Here you can
enter a specified price to trade your chosen security.

1 Quantity Textbox: Next to the word Quantity, you will find the Quantity Textbox. Here
you can enter a specified quantity to trade your chosen security.

9 Bid: Click on Bid to place your bid in the market. This button is only used by a market maker.
9 Ask: Click on Ask to place your ask in the market. This button is only used by a market maker.

T Ar r o w$hé arrows automatically increase/decrease you bid/ask by fixed quantities. If
you place your mouse over any of the arrows, it will show the fixed value of each button.

1 Sell to Bid: Click on the Sell to Bid button to sell at a specified price and quantity. This
button is only used by a market taker.

9 Buy to Ask: Click on the Buy to Ask button to place your ask at a specified price and quantity.
This button is only used by a market taker.

9 Exercise Options: This button is not live unless you are working in an options case
that trades American options.

1 Clear Bids: Click on this button to clear all of your personal bids.
1 Clear Asks: Click on this button to clear all of your personal asks.
1 Private Trade: The Private Trade button is not live unless you are using a specific instructor-

designed case that allows you to trade privately with another trader of your choice. None of the
FTS default cases permit this option.

a 2006-2007 OS Financial Trading System 11



Section 4

|Market IF: 192.168.1.2
|Tral:|ing Mame: Traderl
|Ease Mame: BOT

1 Market IP: The Market IP is the Central Market IP Address.
1 Trading Name: The Trading Name is your selected, publicly listed name.

1 Case Name: The Case Name references the case with which you are working.

Section 5
|Securit_l,.l Mame | Bid Aizk | Position | Last | Paypaff
| CpBnd | |8 P S e 5 |
| Zewlp | |8 P S | o o
Bid Hand Signals Ask Hand Signals

1 Security Name: Under the label, Security Name, all of the securities that you have
permission to trade in the case will be listed.

9 Bid: The textboxes found under the label, Bid, display the current Best Bid (listing
the price/quantity). If there is an asterisk (*) next to the price/quantity it means that your
bid is the current best bid; also indicating that you are the current market maker.

9 Hand Signals related to the Bid:

0 Column 1: The upward pointing hand signal increases the existing best
market makers Bid by a fixed increment. Go to Options on the menu bar,
then Ticks for Bids/Asks to change or view the current automated tick size.

o Column 2: The right pointing hand transmits a market order (i.e., sells
to the Bid) up to the quantity you have specified in the Quantity textbox
found in Section 3 (top middle part of the screen).

o Column 3: The other right pointing hand with the word Margin written
above it is not usually used. This button is only allowed if margin trading
is permitted in the case.

a 2006-2007 OS Financial Trading System 12



1 Ask: The textboxes found under the label, Ask, display the current Best Ask
(price/quantity). As with the Bid, if there is an asterisk (*) next to the price/quantity it
means that your ask is the current best ask; also indicating that you are the current
market taker.

9 Hand Signals related to the Ask:

0 Column 1: The downward pointing hand decreases the existing best
mar ket maker 6s. Yogdan dontrol thentiek size by dicking
on Options from the menu bar, then Ticks for Bids/Asks.

0 Column 2: The left pointing hand transmits a market order (i.e., buys
from the Ask) up to the quantity you have specified in the text box beside
Quantity, in section 3 of your screen.

o0 Column 3: The left pointing hand with the word Margins written above it
is not used in standard cases. This button is only allowed if margin trading
is permitted in the case.

1 Dollar Sign: The dollar sign, found to the right of the Ask Hand Signals, permits you to
transfer cash to your margin account. This button is not used in standard trading cases.
It is only allowed if margin trading is permitted.

1 Right Arrow: The right pointing arrow, found to the right of the Dollar Sign, permits you
to transfer securities under special circumstances. This is another button that is not
used, unless specified in the case.

1 Position: The textboxes below the label, Position, contain your current position in a
security. If this number is positive, then you have a long position. If the number is
negative this means you have a short position.

Note: Short selling, or selling securities that you do not currently own, is usually
permitted in most FTS trading cases. The short position appears negative because
any dividend a security pays is automatically subtracted from your cash at the time
of payment.

9 Last: The textboxes below the label, Last, display the last traded price. These boxes
change color according to how the last traded price changes relative to the previous last
traded price.

o0 Green: Green indicates that the last traded price increased.
0 Red: Red indicates that the last traded price decreased.
o Blue: Blue indicates no change in the price.
1 Payoff: The textboxes below the label, Payoff, display dividends in a per unit basis, if

one is earned on a security. At the end of trial this dividend is the final realized
liquidating or marked value.
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Markets and Trading

Now that you are familiar with the elements of the FTS Trading Screen, we will review
over some of the basic rules of trading (i.e. market microstructure) including:

1 Market Structures
1 Types of Traders
1 Types of Trades

We will apply these rules in the next section, How to Trade, by working through some
basic trading examples.

Markets Structures

There are two distinct types of financial markets:

1. Order Driven Market i system default
2. Quote Driven Market

1. Order Driven Market

An Order Driven Market is a type of market where all trades are processed through a
Central Limit Order Book and all types of traders (market makers and market takers) are
permitted to trade. This is the default market in most FTS cases.

The Central Limit Order Book is a featurethatc ont ai ns al |l of the current
best bids and asks. In the FTS markets, your instructor controls the length of the Central

Limit Order Book. The default is often 10 best bids and 10 best asks. The Central Limit

Order Book can be accessed through the FTS Trader Screen by double clicking on the

security name that you are trading.

Cp Bnd mEX

Plot Recraw Scale Bock
My Dy VWAL 97.05  [107.02
My Sellvwap: 95 49a25 . I
WKWAR 516
Margn Cash: 0.
Margin Qty: 0. /
Margn Loan: 0. 4
Fut-Obl: 0.0000 90,433

Ask [oy )

99.36 950. Traderz
99.26 1000. Traderz
99.56 1000. Traders

[oy [
97.35 970. Trader2
97.35 1000. Trader3
97.75 1000. Trader3
1000. Trader3
10. Trader3

Central Limit Order Book

2. Quote Driven Market

The less commonly used Quote Drive Market is a type of market where a set of dealers
post bids and asks, allowing only market takers to trade. Traders in a Quote Driven
Market can submit either market orders or market limit orders.

14
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Types of Traders

In a typical FTS trading case you can choose to be one of three types of traders:

1. Market Maker
2. Market Taker
3. Both ~ Market Maker and Market Taker

1. Market Maker

A Market Maker is a type of trader who initiates a trade by bidding to buy or asking to sell
a security for the price and quantity of their choice. On the trading screen, the market
maker will only use the Bid and Ask buttons or the up and down hand signals.

2. Market Taker

A trader who completes a trade by selling to a bid or buying from an ask on a security for the
guantity of their choice. On the trading screen, the market taker will only use the Sell and
Buy buttons or the horizontal hand signal.

3. Both ~ Market Maker and Market Taker
The default for most cases is that you can interchange between both roles as
opportunities arise.

Types of Trades

There are three primary types of trades supported by the FTS Trader:

1. Limit Order
2. Market Order
3. Market Limit Order

1. Limit Order

A Limit Order is a type of trade where you place either a bid to buy or ask to sell on a
security at a chosen price and quantity. Limit Orders are always placed by a Market
Maker.

In the FTS market, bids are ranked from highest to lowest with the best bid being the
highest. Asks are ranked from lowest to highest with the best ask as the lowest. This
ranking is kept inthe ma r k eentdaklimit order book. The central limit order book can
be found by double clicking on the name of the security that you are trading.

See Example 1: How to Submit a Limit Order in the next section, How to Trade.
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Cp Bnd [;]@

Plot Recraw Scale Bock

My Dup VwAr: 97.05  [107.02
My Sell vwAP: 95 45526 (SN
Mkt VWAP: 95.5163
Margn Cash: 0.
Margin Qty: 0.

A
Last

0o

Margn Loan: 0.
Fut-Obl: 0.0000

| 12400
Ask | Oty [iID
99.36 950. Traderz

99.¢6 1000. Traderz
99.56 1000. Trader:

Bid |Gty [12

97.35 970. Trader2
97.35 1000. Trader3
97.75 1000. Trader3
97.35 1000. Trader3
10. Trader3

Asks: lowest to highest i
lowest is best

Bids: highest to lowest i
highest is best

Limit Order Book

Central Limit Order Note: Even though you have the ability to specify a price that you
want to buy or sell for, it does not guarantee that someone else in the market will trade
with you. Your price must be competitive relative to others in the market.

2. Market Order

A Market Order is an unprotected trade where you must either sell to the best bid or buy
from the best ask in the limit order book. You have control over the quantity traded, but
not the price. A Market Order is always placed by a Market Taker.

Care must be taken with market orders. Watch the screen carefully when transmitting a
market order because the trading is very fast-paced. The rules of the market are such that
if the existing best bid or best ask is taken by some other trader, the second best order in
the limit order book becomes the best. A fast moving market exposes you to the risk that
your market order will be processed at the new best order, even though it may now be
unfavorable. This is why a market order is considered to be unprotected.

See Example 2: How to Place a Market Order in the next section, How to Trade.

3. Market Limit Order

A Market Limit Order is a protected type of trade that is similar to a market order because
it can sell to the best bid or buy form the best ask but, unlike the market order, a market
limit order is executed only if it meets or beats the pre-specified price at which you were
willing to buy or sell. This is done in order to protect you from order execution risk.

A market limit order must specify both a price and a quantity. The price represents the
limit that must be met or bettered before the order is processed. A Market Limit Order is
always placed by a Market Taker.

See Example 3: How to Place a Market Limit Order in the next section, How to Trade.
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Time and Interest

Real Time vs. Virtual Time

An important convention in real world money markets is the treatment of time and

interest. This is referred to as the fAdaycount
calculated. Similarly, in the FTS virtual markets, it is important to understand how time

and interest are treated. This section provides the primary convention that is applied in

the FTS system.

In a typical FTS case, you will cover a large period of virtual time in a short period of

real time. For example, an FTS case may have you track trading activity over a period of
3 virtual years however, in real time, this may be represented in a 15 minute session, with
each i y e a ttiny only & minutes.

Interest

The FTS Trading Screen displays a risk free rate of interest in decimal form. The default
for an FTS case follows the money market convention of being applied as simple interest
for the time period described in the case. For example, if 1 period = 1 year and the risk
free rate = 0.04 then the Annual Percentage Rate (APR) is 4%. Given the importance of
the time value of money in finance, the default case can be changed by your instructor.

The treatment of interest follows the typical money market convention. Your instructor is
given four main options regarding how interest payments can be made. The first option,
Interest on Cash at End of Period, is the default payment option and will therefore be
used most of the time. Details for the other interest payment options with calculations can
be found in Appendix IV: Interest.

1. Interest on Cash at End of Period: This interest payment option calculates
interest on your cash balance at a fixed rate then pays the interest to your money
market (cash) account at the end of each period. Interest on Cash at End of
Period is the default interest payment and the simplest implementation of the time
value of money for trading purposes. The interest rate used in the calculation
below is equal to the Risk Free Rate found on the FTS Trader Screen.

Interest Received/Paid = (End of Period Cash Balance) * (Interest Rate)

a 2006-2007 OS Financial Trading System 17



In the FTS Markets you can place trades either manually or with hand signals. Over the
next several pages, you will find basic examples to help acquaint you with both of these
options. Each trading example provided in this manual is based on an Order Driven
Market. Below is a list of the sample trades that you will find in this section:

Manual Trade Examples

U Example 1: Placing a Limit Order Manually
U Example 2: Placing a Market Order Manually
U Example 3: Place a Market Limit Order Manually

Hand Signal Trade Examples

U Example 4: Placing a Limit Order using Hand Signals
U Example 5: Placing a Market Order using Hand Signals

Important! Market Limit Orders can not be placed with hand signals due to the fact that the price
must be manually entered with this type of trade.

Manual Trades vs Hand Signals

Manual Trades When manually trading, first click on the security name that you would
like to trade, to highlight the name in the top center part of the screen. You then enter the
price, quantity or both (depending on the type of trade) into the text boxes in the top
center part of the FTS screen. Finally, you click on bid, ask, buy or sell to submit your
trade to the market.

Hand Signals When trading with hand signals, you only need to click on one of the hand
signal buttons to submit a trade for the quantity that you currently have in the quantity text
box (top middle part of the screen). The up/down hand signal buttons have the power to
increase or decrease the best existing bid/ask (i.e., bid to buy or ask to sell) in the market for
the security that corresponds to the hand signal. Similarly, the horizontal hand signals let
you send a market order (sell to the bid or buy from the ask) for the security corresponding
to the horizontal hand signal. In either case you can execute the transaction with a single
click of the hand signal.

Important! The fixed increments that the hand signals increase and decrease bids
and asks for, is determined by you at the beginning of a trading sessions. Simply
go to Options, on the menu bar, click on Ticks for Bid/Asks and select a tick size
value. This value may be changed during the course of trading, but will take up
some of your trading time.

When deciding which alternative to use for trading, it is basically a question of flexibility
versus speed. Manual trades are more flexible because you are able to constantly
change your price or quantity entered. Whereas, with hand signals you have the power of
speed because you are able to increase or decrease values and submit trades with one
simple click of a button. Fortunately, with the FTS system, you are able to use both
methods interchangeably during trading, but it may slow down your trading process.
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Example 1: Placing a Limit Order Manually

2. Enter Price and Quantity

FTS Trader Number: 1, connected on: 1 Version: v6.2 //

BEX]

1b. Security

Name appears File Support Options Help

|-
¥ CpBnd

at top of screen [Triak 1 Period: 1 e - = Market IP: 192.168.0.4
ITime Left: 469 e s = Trading Name: Trader1
_ ' [tade: 0. Cum Grade: 0. ey |1000‘ o] el el vl Cave Name: B2
1a. Single Click IMarket Value: 10000. ||| E#e otion: | Clear Bids | Clear Asks ‘
Security Name [Rank
IRisk Free Rate: 0.040000
[Cash: 10000,
[
ecurity Name | Bid Aisk | Posiion | Last |  Papoff 2
CpBnd  [3850/1000* Fg’ﬁg] W[ﬁ% = 100 [ [ —
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Zew3 | |8 s P =SS | w0 [

FTS Trading Screen

Question: How do | submit a bid to buy 1000 units of the Cp Bnd at 98.50?

Step 1: Under Security Name on the FTS Trading Screen, single click on
the name Cp Bnd to select this security. The name will appear in the top

middle part of the screen once selected.

Step 2: Enter 98.50 in the Price textbox and enter 1000 in the Quantity

textbox.

Step 3: Click on Bid to submit the bid to buy.

Note: The asterisk next to the newly listed price/quantity, found in the Bid
column at the bottom left side of the FTS Trading Screen, indicates that you are
either the best market maker or the best market taker. In the case above, you

are the best market maker.

Market Maker

In Trading Example 1, you would like to buy a security at a price and quantity specified by you, the
trader. This type of trade is recognized as a limit order because you have specified both the price and
quantity for the security that you are trading. In addition, you are recognized as a market maker

because you are initiating a trade by making a bid to buy.

Limit Order 1 Ask to Sell

In the example above, you are placing a Bid to Buy. In order to place a limit order with an Ask to Sell,
enter the information the same way as above, but instead of clicking Bid to submit the order, click on Ask.
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Example 2. Placing a Market Order Manually

F1 FTS Trader Number: 2, connected on: 10 Version: v6.2

File Support  Options  Help
pBnd

e e 1 A riee [ | 5 | | oo [ESRE]) Mokt T1R12
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1b. Security
Name appears
at top of screen

FTS Trading Screen

Question: How do | submit a market order selling 500 units to the existing Bid?

Step 1: Under Security Name, single click on the name Cp Bnd to

select this security. The name will appear in the top middle part of the screen
once selected.

Step 2: In the top middle part of screen enter 500 in the Quantity textbox. Leave
the Price textbox blank to indicate no limit and submit an unprotected
market order.

Step 3: Click on Sell to submit the order (sell to the bid).

Note: In Trading Example 2, you would like to sell 500 units of the security, Cp Bnd, to the market
maker 8s bi d o fThegBestdroindipates that theitrader is a market taker because the
trader would like to submit a market order to sell to a bid.

Market Taker

In Trading Example 2, you would like to sell a specified number of units to the current bid. This type of
trade is recognized as a market order because you have specified the quantity but do not have control
over the price. In addition, you are recognized as a market taker because you are responding to a trade
by submitting an offertos el I t o anot her traderdés bid

Market Order i Buy from Ask

In the example above, you are selling to a bid. In order to place a Market Order with a buy from ask,
enter the quantity as above, but instead of clicking on Sell to submit the trade, click on Buy.
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Example 3: Placing a Market Limit Order Manually

2. Enter Price and
Quantity

pr—

1% FTS Trader Number: 2, connected on: 10 Version: v6.2
Fle Support Options  Help

la. Click Security

:L.D Bnd
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3. Click on Sell

BRaise Bid

FTS Trading Screen

Question: How do | submit a market limit order selling 500 units at 98.5 or better?

Step 1: Under Security Name, single click on the name Cp Bnd to

select this security. The name will appear in the top middle part of the screen
once selected.

Step 2: In the top middle part of screen, enter 98.5 in the Price textbox and 500 in
the Quantity textbox.

Step 3: Click on Sell to submit the order (sell to the bid). By entering a price, you
are ensuring that you will sell to a Bid for 98.5 or better, if available.

Note: In Trading Example 3, you would like to sell 500 units of the security, Cp Bnd, at the price of
98.5 or better to the current market maker. This question indicates that you are a market taker
because you would like to sell to a bid.

Market Taker

In Trading Example 3, you would like to sell a specified number of units to the current bid at a specified
price or better. This type of trade is recognized as a market limit order because you have specified
both the price and the quantity. In addition, you are recognized as a market taker because you are
responding to a trade by submitting an offertos el | t o anot her traderés bid

Market Order i Buy from Ask

In the example above, you are selling to a bid. In order to place a Market Limit Order with a buy from ask,
enter the price and quantity as above, but instead of clicking on Sell, click on Buy to the submit the trade.
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Example 4: Placing a Limit Order using Hand Signals

F1¥ FTS Trader Number: 1, connected an: 9 Version: v6.2

File Support Options  Help
Cp Bnd
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2. Click on Cp Bnd Bid
hand signal

FTS Trading Screen

How can | make market if | want to increase the existing 98.5 Bid to 98.51 for
1000 units?

Step 1. Select Options from the main menu. Click on Ticks for Bids/Asks and
select 0.01. This action will set your hand signal increments to .01 increases or
decreases in price. You only need to complete this step once, unless you would
like to increase your tick incremental value for future trades.

Step 2: In the top middle part of screen enter 1000 in the Quantity textbox.
Whenever you manually enter a value into either the Price or Quantity textbox, it will
automatically override any of the values increased/decreased by the hand signals.

Step 3: Click on the upward pointing Hand Signal beside Cp Bnd, found in the Bid
column, to raise the existing Bid by 1 cent for 1000 units.

Market Maker

In Trading Example 4, you would like to place a bid to buy at a specified price and quantity. This type of
trade is recognized as a limit order. When using hand signals, there must already be an existing trade
on the screen because you are increasing or decreasing the bid/ask in fixed quantities. In addition, you
are recognized as a market maker because you are initiating a trade by placing a bid to buy.

Limit Order i Ask to Sell

In the example above, you are placing a bid to buy. In order to place a Limit Order with an ask to sell, enter
the price and quantity as above, but instead of clicking on Bid, click on Ask to submit the trade.
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Example 5: Placing a Market Order using Hand Signals

F 19 FTS Trader, Number: 2, connected on: 10 Version: v6.2

File Support Options  Help

Cp Bnd
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2. Click on right pointing Cp Bnd
Bid hand signal

FTS Trading Screen

How do | submit a market order selling 500 units to the existing Bid?

Step 1: In the top middle part of screen enter 500 in the Quantity textbox. In this
example, it does not matter if you have not selected a security and you do not
need to enter a price (because this number will be ignored).

Step 2: Click on the middle, right pointing hand signal beside Cp Bnd (on the Bid
Side) to sell.

Note: Trading Example 4 indicates that the trader is a market taker because the trader would like to
submit a market order to sell to a bid.

Market Taker

In Trading Example 5, you would like to sell to a bid at a specified quantity. This type of trade is
recognized as a market order. When using hand signals, there must already be an existing trade on the
screen because you are increasing or decreasing the bid/ask in fixed quantities. In addition, you are
recognized as a market taker because you are responding to an existing trade by selling to a bid.

Market Order i Buy from Ask

In the example above, you are selling to a bid. In order to place a Market Order with a buy from ask, enter a
quantity as above, but instead of clicking on Sell, click on Buy to submit the trade.

Market Limit Orders and Hand Signals:
A Market Limit Order cannot be executed with hand signals because this type of order
requires that the trader specify the price.
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A common problem faced by all real world traders involves developing and analyzing a

trading strategy. A positive feature of the FTS market structure is that, unlike the real

world, FTS trading trials are designed to help you learn by modifying your strategy on the

basis of feedback across trials. As a result, you are able to analyze your performance

relative to that of the othertraderswh o make up the mariltis 6s trading
section, we will review over specific ways to evaluate your trading performance in the FTS

system, both at the end of each period and the trial.

How Trading Performance is Measured
Different FTS cases measure performance according to different sets of criteria. The
most common performance measures look at how you:

1. Managed Returns
2. Managed Risk
3. Both i Managed Returns and Risk

End of Period Performance Indicators
At the end of every Trading Period, you can look at the following four items.

2. Market Value

v

1. Realized Payoffs

/

1. Realized Payoffs: The Realized Payoffs at the end of the period are security specific. For a
stock, the realized payoff is the end of period dividend. The end of period dividend can be
random so this will indicate the actual realization of that dividend. For a fixed income security,
the realized payoff is contractually specified and so realized payoff will simply equal the final
face amount.
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