FTS Interactive Markets

« Markets with price discovery

« Students bid, ask, buy, sell in a continuous double
auction

 a “true market” in that you cannot trade unless
someone else in the market is willing to trade with
you

« Based around trading cases

» Describe the environment, trading and learning
objectives



Reqguirements

— Install the FTS System Manager, available at
www.ftsmodules.com

— This must be done on every computer running
the system

— PLUS: Port 26888 must be open for two-way
communication between all computers in the
room



http://www.ftsmodules.com/public/modules/ftssystemmanager/setupSystemManager.htm

FTS Interactive Markets

Moderator runs the FTS Market from the FTS System
Manager

— Selects the trading case
— Allows connections (by students)

Each student runs the FTS Trader from the FTS System
Manager

— Connects to the market

Trading starts when moderator allows it

All output is stored in a spreadsheet, easy to provide
feedback or data for analysis



Instructor

 Runthe FTS System Manager

* Click “Moderator Applications”

Fl'SSystemMaMger
UserTips  Moderators Options  Help

FTS System Manager

O Student Applications ® Moderator Applications

Student Applications. Select the application and
click "Run Selected Application”

Select the application to run v

Run Selected
Application

Download again
before running

= Back ™" Forward ™ Refresh & Stop [7

Student Applications

On the left, select the application you
want to run, then click "Run Selected
Application”

e Overviewof FTS
e The FTS Real Time System

e FTS Real Time Projects
¢ The FTS Interactive Markets

e (Case Descriptions

e (Case Preparation Manual
¢ Overview of the FTS Modules

Bond Valuation and Bond Tutor
Financial Statement Analysis and
Valuation with Valuation Tutor
Option Pricing and Hedaging
Modern Portfolio Theory
US Treasuries

o The Yield Curve

o Inflation Expectations

o Real Interest Rates




Instructor

— Enter your moderator
password in the little
popup window

* If you don’t have a

password, please
contact FTS

n FT5 Authentication

Enter the moderator password you received from FTS. K you do
naot have a code, you should contact FTS or send a Support

Request from the Help menu.

| |
| oK || cancsl




snager
Moderators  Options Help

FTS System Manager

O Moderator Applications

Moderator Mode

Market Version 10
Run Selected
Application

Configuration information received

ce discovery Cases, e.g. BO1, RE1, etc.

= Back " Forward 7™ Refre

<+ Quick Start Instructions for instructors
<+ Announcement: two new cases: BEI is the new ethics case, and CT1 is ou
systemic risk case.
o Contact us to set up a web meeting on how to run these cases a1
obtain the case spreadsheets.
< Manuals, Cases, and Instructions

If a pdf fails to open, in Internet Explorer right click the mouse on the hyperlink and '
Target as ..." to download and open the pdf.

o Instructions for Moderators.

o Explanation of End of Trial Trading Summary

o Links to Files referred to in the Operating Manual
o FTS Cases all Excel work books
o
o

FTS Case Descriptions
Student Case Preparation Manual
o FTS Case Solutions Manual
<+ FTS Market: Replay
o The replay program lets you replay the session.
o To run the application. click on FTS Market Replay

A~ Far inctmntinane ~kals an A #4 TTea tha TTC A fadl-as R anlases

Instructor

Select the FTS Market Version X and click “Run Selected
Application” The version numbers change as we add features, so
just run the latest version.



Instructor

* Once the application
launches, the case
selection window of
the FTS Market will
appear

n FTS Market, Version: v8.0 [ihj
Help

(* | want ta download the cases from the FT5 Wweb Site Select the case workbook and click
Download

|Bond Cases [ftsStdB0 xls) |

" The Excel workbook with the cases is aready open

" The Excel workbook is zaved on thiz computer Download Cases |

Select the case and click DK, | J | J oK

Iv Fotate trader positions every tial

(¥ Save outputin Excel  ( Save outputinfiles ¢ Save output in database

‘ If you have trouble downloading the cases, you can dawnload them manually below. If pou still
expenence problem, click "'Troubleshooting" below or contact FTS for help.

Home | Back Fonward Stop | |http:££www.ftsweb.com ﬂ

FTS Case Workbooks.
If vou experience delays or any problem with the automatic download system:
® (Click on the case workbook below you want and when prompted, click
Open
e Select “The Excel workbook with the cases is already open™ in the FTS
Market (colored in green)
® Click "Locate Excel Workbooks™
® (Click for Case Descriptions
® (Case workbooks:
o All Cases: Click on ftsStandard xls
o Bond Cases: Click on ftsStdB0.xls
o Market Efficiency Cases: Click on ftsStdRE xls
o Option Cases: Click on fisStdOP xls
o Stock Cases: Click on fisStdStk xls
o Risk Management Cases: Click on fisStdRM xls
o Trading case GC1 (Note read the Instruction sheet in this spreadsheet

m

before mnning): ftsGC1 xl bl




Instructor

 Select the subset of
cases you want to
download

— Or, you can download
All Standard Cases

— You can also read Iin
cases that you have
saved on your
computer

s

n FTS Market, Version: vB.0

/~ ot

Help

&+ | want to download the cases from the FTS Web Site

" The Excel workbook, with the cases is already open

i The Excel workbook iz saved on thiz computer

Select the case workbook and click
‘Download

Bond Cazes [fte5tdB 0Ll

Bond Cases [fts5 3
Stock Cages [fteStdStk.xls)
Option Cases [ftsStd0P.xlz)

=]

Select the case and click OF |

[ Rotate trader positio

{* Save outputinExcel 7 Save output in fil§

Market Efficiency Cazes [ftsStdRE . #ls)
Currency Cases [fteStdFd sl

= | Rigk Management cazes [freStdRM. )
All Standard Cazes [fteStandard.xls]
eal World Cazes [ftsRealw/orld. sl

k.

| If you have trouble downloading the cazes, you can download tyem manually below. If pou stil
experience problem, click "Troubleshooting'' below or clgtact FTS For help.

Home | Back Forward

| |http:fﬁwww.ftsweh.€:‘oﬁ"—""—- ﬂ




Instructor

Click Download
Cases

Select the case and
click OK

— Answer questions that
appear next (click No
to keep defaults)

In the window that

appears next, click
“Allow Connections”

| —
'y
m the FTS Weh Site Select the CE'ISE wnlrkbcui‘:u:uk and click
ownloa
ses is slready open Bond Cases (ftsStdB0 4] -]

thiz computer

Dawnload Cazes

StdB 0. Rl

N Y RN Y P O

Market Server

Eile
Market IF Address  |1592 1620101
Part Humber | 26888

[f you are azzigning specific trading names
and/or pazzwords, click '"Passwords and
Recoven. "

Pazzwords and Recoveny |

[f hat, click “Allow Connections' ta let the traders

i Allow Connechons |




Instructor

The main market

n FTS Market, [P1192.168.0.101 Port:26888 Version: v8.0

File Options Display Microstructure Help

window will appear

Ll
Time Left |240 the time aru it ko conti
Int Rate |0.040000
Last Connection | rade ion
Note the IP address R | :
Cp Bnd - - &
| Pend | Il 5| | j . FTS Stanc
| el | =l =l |
at t e to p | 202 | j| ﬂ| | This is the set
Zero 3 - - trading enviror
| = | J' J' | s_peciﬁed _f_unde

— Tell this IP address to
every student, they
need to know this to
connect to the market



Instructor

* Once students have
connected to the
market, click Start to
open the trading

— You can
pause/resume the
trading, end a trading
period

— After this, follow the
Instructions in the
status box

n FTS Market, [P:192.168.0.101 Port:26888 Version: v8.0

Eile QOptions

Display Microstructure

Help

ot oot 1 e | Stat (CPae ] ol | out |
[Time Left [240 | Set the time and click Start to continue

|Int Rate |E|_E|4DEIEIEI [ Interest Payment Optiok

[ Last connec ton: 1| Grade Information

| M ame | Eid | Ak | P apiff |

| CpBrd | || =l | j
| Zeel | = =l |

| Zeo2 | || =l |

| Zed | || || |

‘ | =
NN e m




Instructor Summary

[Launch FTS System manager; enter moderator password J
Vs A 4
Select FTS Market Version 8.X, then Run Selected Application J
Download cases from ftsweb.com — — — Gt Casss from hsweb.com |
( ] * h ftzStandard. =z j -
Se|eCt Case and CIle OK = = ™ =z postions eveny tial ak. | Canrcel |
( . . A -— = — i Allaw Conkechions
Click OK when asked, then Allow Connections e ]
Wait for students to connect; they will need the IP address

A 4

2 [Trial: 1 Period: 1 Start End | Cuit |
[ C“Ck Start to Open the market J |Time Lett |3EIE| | Set the time and click Start to continue
_——— Int Rate |0.000000 | Interest Payment Option
| Lazt Connection | Grade [nformation

[ Follow instructions on screen J




Students

— Select and Run the FTS Trader Version X
from the System Manager

— They will need:
* The |IP address of the instructor’'s computer

A trading name (they can use their university email
address or the instructor can assign each student
a unique trading name)



Students

* Enter the IP Address
Of the |nStru Ctor,s B Local IP=192.168.0.103 Version: v10.0 T
COmleter and the FTS Interactive Trader

trading name, then [ranetmacaress R a0 05 ]

click Connect to the —

Market m

Password (if req)

Your Name (if req)

Connect to the Market | Cancel and Exit
Connect to Demo Market ﬂ




Students

* The trading window for the students will
appear

— They trade:
e Place bids and asks, hit bids and asks of others

* The top right panel lets them enter their quotes
and trades

* They can also use the hand signals



Students

[ —
FTS Trader Number: 1, connected on: & Version: v10.0 Market IP: 192.168.0.103

Eile QOptions Messaging Book Colors FontSize Layout [RSHSCRNG QN IETERIRIET T

Grade: 0.,Cum Grade: 0
Market Value

Trial: 1 Period: 2

Trading Name: trader1

Last Position Payoff Buy VWAP

o]

=

T T

Prce
Quantity Buy at Ask

Clear Bids
Clear Asks

Bid Bid Gty Bid ID
101.00
101.80
101.90
102.00

Limit ordergbook

G Gelko

[ Bms
BMS
R&B

Hi?;jory of aHi{EZafdes '

Cp Bnd

Trial Period Time Security Trade Price

History of your trades

101.2-

101- Real time charts

= N W s U D O~ 0 WO
QQQGCQQQG%

0Le
0Ze
0ee
0veg




Student Practice

« We run a demo all the time of case B02

* It has prices and trades from a previous
session
* You can interact

— Enter quotes, trade
— Practice all the mechanics



Student Practice

* In a web browser, go to
— www.ftswebtrader.com
— Click Connect to Demo on the web pae:

Interest Rate Time Trial Period Login Status

Login Panel Interface Montage Interface

Connect to Demo to practice Connect to Demo
with the FTS Interactive Market"

To connect to your instructor's
case, enter the information
below and click Connect

Your Email Address
Moderators Email Address

Connect



http://www.ftswebtrader.com/

Running a continuous practice
market

You can run your own “unattended” market that runs all the time and
that students can log in out as they want

— Run a market as usual

» Require students to login with the first part of their email address, so when they login

again, they re-use their trading name
— If they login with a different name every time, you will soon exceed the maximum number of traders

— Start the market

— From the Market’s Options menu,
« Check on “Cycle mode”
— This means that when it reaches the end of the trials, its starts over with trial 1
» Check on “Auto mode”
— This means that you don’t have to click Initialize or Start in between periods
« Check on “Don’t write trading history”
— Otherwise your output spreadsheet can get very large
— The market will now run keep running, students can login and logout,
and practice any case you want.



Trading Basics: Bids

« A bid is an offer to buy

— The highest bid is the most anyone is willing to pay
« The highest bid is shown in the montage

— If someone else posts a bid, what can | do?

— | can sell to them if I think the price is high enough
— | can raise the bid if | am prepared to pay more

— If | post a bid, what can happen?

— Someone else can hit my bid, so they will sell to me and |
will buy

— They can raise the bid if they are prepared to buy at a
higher price



The Basics: Bids

— Everyone put in a bid

 Click on a security
name, then enter a

price and a quantity,
then click Submit Bid Prioe

— See the bids in the —

Submit Bid
Submit Ask

Sell to Bid
Buy at Ask

Clear Bids
Clear Asks

book
— Sell to the bid

« Enter a quantity, click
Sell to Bid




The Basics: Bids

Best bid is shown in the
montage

B u tto n S p rOV| d e an e asy FTS Trader Number: 160, connected on: 2 Version: v10.0 Market IP: 192.162.0.103

Eile  Options  Messaging Book  Colors  Font Size

way to trade

— Click on the arrows to raise —
the bid "Cp Bnd [u!
Zero1 8196 : ] 062590 |l 100 |

1 Zero 2 &) 8751/ +] 8890/ ¥] 3885/50.
— Double click on the cell to ?5_5[;&]1“0” __““
sell to the bid

— Your position will change
as you trade, and you can
see the last traded price
next to it

Cash: 830728.99999

Bid Ask Last Position Payoff Buy




The Basics: Asks

* An ask is an offer to sell

— The lowest ask is the least anyone is willing to get
» The lowest ask is shown in the montage

— If someone else posts an ask, what can | do?

— | can buy from them if | think the price is low enough
— | can lower the ask if | am prepared to accept less

— If | post an ask, what can happen?

— Someone else can hit my ask, so they will buy from me
and | will sell

— They can lower the ask if they are prepared to sell at a
lower price



The Basics: Asks

— Everyone put in an ask

» Click on a security
name, then enter a
price and a quantity,

then click Submit Ask LT Clear Bids
ENELES  ClearAsks

— See the asks in the
book

— Buy from the ask

« Enter a quantity, click
Buy At Ask




The Basics: Asks

Best ask is shown in the
montage

Hand signals provide an
easy way to trade

— Click on arrow to lower the
ask

— Double click in the cell to
buy at the ask

— Your position will change
as you trade, and you can
see the last traded price
next to it

FTS Trader Mumber: 160, connected on: 3 Version: v10.0 Market IP: 192,168.0.103

File Options  Messaging Book Colors  FontSize  Layout [RSTC=NNTUSSENGT L RIEGTGE]

Trial: 1 Period: 1

Cash: 830728.99999

Security Bid Ask Last Position Payoff Buy
Ei 85./50. [N 10. |
w']l 96.15/9,870 96.25/90. || 100. |
Ci #] sss50 [REERN o |
=] 75.0010 75.36110000. | -9750. | 0. |




Practice Trading

 Enter bids and asks

— Hand signals can be used
to quickly raise bids (hand
pointing up)/lower asks
(pointing down)

« Sell to the bids and buy at

the asks of others

— See how your position
changes

— See how your cash
changes

« At the end of the period
— Interest is paid on cash
— Then any payoffs from the
securities are distributed
* E.g. coupon payments,
dividends
— All this is added to your
cash

 Atthe end of the trial

— After interest and payoffs,
your cash is converted to
“grade cash”

 E.g. grade cash =0.1 * cash



Practice on your own

* Using the case B02 demo, select the
Excel link from the File menu

 Learn how to use this from the Student
Preparation Manual

* Follow the Instructions for case B02 In the
manual



http://www.ftsmodules.com/public/modules/trader/StudentPrepFTSInteractiveMarketCases.pdf

Instructor Suggestion

 In the class before you run a trading case, run a
practice session
— Explain the case
— Run one trial so everyone sees the screen

— They can create an Excel template during that trial

« S0 pause the market, give them time to create the Excel link
and save the spreadsheet

— Students work on the spreadsheet and any
other case preparation

— In the next class, run the case



Contact Us

* If you have guestions about how to run a
case or guestions about a case, or If you
want to modify a case, contact us:

ftsweb@gmail.com



