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“The only way to discover  

the limits of the possible 

is to go beyond them 

into the impossible.” 

— Arthur C. Clarke 
 

 

 

Brochure updated:  1 September 2019 

RealLimit  Futures ™ 

1Neither the Securities and Exchange Commission (SEC) nor the Commodity Futures Trading Commission (CFTC) has yet to approve the RealLimit concept.   

RealLimit is a product of RealLimit LLC, a subsidiary of Demand Derivatives Corp.  RealLimit™ is a trademark of RealLimit LLC. 

The Concept
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A novel futures contract design 

providing limited risk to market 

participants (“RealLimit futures”).  In 

industry parlance, they are said to be 

“fully collateralized.” 

 

The Purpose 

RealLimit futures were created to 

reduce the risk to traders and 

eliminate the systemic risks to 

exchanges, clearing firms, and futures 

commission merchants. 

 

The Exchange 

RealLimit futures are expected to be 

listed on the RealDemand Board of 

Trade (“RealBOT™”) and cleared 

through RealDemand Clearing 

(“RealClear™”).  These entities are in 

the process of applying to be a 

Designated Contract Market and a 

Designated Clearing Organization 

with the Commodity Futures Trading 

Commission (CFTC). 

 

Select Desired Margin 

Three different margin amounts are 

expected to be offered — small (“S”), 

medium (“M”), and large (“L”).  The 

more margin a market participant 

posts, the higher the potential return, 

but also the higher potential loss. 

 

Three Separate Contracts 

Unlike standard futures contracts, 

which have a single expiration on any 

given expiration day, RealLimit futures 

will have three separate contracts 

expiring on the same day.   The only 

difference among the three is the 

margin size. 

Maximum Loss 

The margin (i.e., collateral) covers the 

maximum chosen loss on any given 

day, and must cover the potential 

maximum loss for the following day 

prior to the close of the current day.  

 

Mark 

A special once-per-day reading of 

futures prices (“Mark”).  The Mark 

occurs near, but prior to, the daily 

close.  A single Mark is used for all 

three contracts (S, M, and L). 

 

Use of the Mark 

The Mark will be used with the 

predefined limit amounts (“Limits”) to 

calculate the upside and downside 

prices (“Price Limits”) defining all 

allowable market prices (“Range”) for 

the following day’s trades. 

 

Intra-Day Limits 

No trading is possible outside of the 

daily Range. 

 

Early Expiration 

If the daily indicative settlement price 

ends at either extreme or outside of 

the daily Range, the RealLimit futures 

contract expires early (“Early Expira-

tion”), with all losing positions paying 

all winning positions to a maximum of 

the appropriate Price Limit. 

 

Relisting 

In the event of Early Expiration, 

another RealLimit futures contract 

with the exact same terms (and same 

original expiration date) is relisted the 

following trading day starting with an 

open interest of zero. 

Select Your Margin — Define Your Risk 
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Simple, Single-Day Examples
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Assumptions:  

• “Today” is just after the close of the market on January 2. 

• A RealLimit futures contract is scheduled to expire on January 31. 

• Today's (Jan 2) Mark is 1,000, which is used to calculate the Price Limits for tomorrow’s trading (Jan 3). 

• The contract multiplier is $100. 

• Therefore, the notional value of the contract is $100,000. 

• The S contract Limits are +/– 10 points ($1,000) with Price Limits for tomorrow of 990 to 1,010 and, there-
fore, a Range of 20 points. 

• The M contract Limits are +/– 20 points ($2,000) with Price Limits for tomorrow of 980 to 1,020 and a 
Range of 40 points. 

• The L contract Limits are +/– 40 points ($4,000) with Price Limits for tomorrow of 960 to 1,040 and a 
Range of 80 points. 

  

Scenario #1: The futures price (on Jan 3) never moves to either of the Price Limits for any of the S, M, or L contracts. 

Result #1: Nothing unique happens.  The contracts behave similarly to a standard futures contract and continue to trade 
until Jan 31 or an Early Expiration (whichever is first). 

  

Scenario #2: The three RealLimit futures prices (on Jan 3) attempt to rise from 1,000 to an indicative settlement of 1,012 for 
the S, M, and L contracts. 

Result #2: The S contract has Early Expiration and settles at the maximum of 1,010 even though the M and L contracts 
settle at 1,012. 

 All outstanding short S contract holders lose the maximum $1,000 margin they have posted with no further 
potential misfortune or additional risk, as the contract expires and all positions are liquidated. 

 All outstanding long S contract holders receive the maximum potential gain of $1,000 with no further potential 
reward or risk as the contract expires and all positions are liquidated. 

 Because the futures price has risen to 1,012, far short of the M or L upside Price Limits, nothing unique happens 
to the M or L contracts even though the S contract has expired. 

 The following day (Jan 4), the S contract is relisted with all the same contract specifications including the same 
original expiration date of Jan 31.   

 Assuming that today's (Jan 3) new Mark is 1,012 (which will be the same regardless of which contract, S, M, or 
L, is referenced), tomorrow's (Jan 4) Price Limits are:  S=1,002/1,022, M=992/1,032, and L=972/1,052. 

 

Scenario #3: The three RealLimit futures prices today (Jan 3) attempt to rise from 1,000 to 1,012 for the S, M, and L contracts, 
then suddenly reverse and plunge, ending the day with an indicative settlement at 955. 

Result #3: The S contract had a Price Limit of 1,010 on the upside.  However, such an event did not force an Early Expira-
tion because settlement did not yet occur.  Subsequently, Early Expiration did occur but at a settlement of 990 
because the indicative settlement was below the lower Price Limit with all longs paying all shorts $1,000. 

 The M contract has Early Expiration at 980 with all longs paying all shorts $2,000. 

 The L contract has Early Expiration at 960 with all longs paying all shorts $4,000. 

 All S, M, and L contracts will be relisted tomorrow (Jan 4), all with open interest of zero. 

  

2The underlying prices, margin amounts, etc., are all fictitious and do not represent a specific underlying asset.  For the pre-defined margin levels, as well as all 

other contract specifications for each asset, please review the website demandderivatives.com. 
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Multi-Day Examples
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Assumptions:  

Use the same assumptions from the Single-Day Example.  In addition, ... 

• Today's Mark is at 4:00 pm ET. 

• The market's closing time is scheduled for 4:15 pm ET. 

• At 4:00 pm ET, RealBOT will determine the single Mark (i.e., the “Universal Mark”) that applies to all three 
size contracts. 

• The Mark will be based on the 4:00 pm ET market prices of the following:  1) the price of the S contract, 2) 
the price of the M contract, 3) the price of the L contract, and 4) the price of the Standard Futures con-
tract listed at the competitor exchange.  RealBOT will try to determine the most representative Mark used 
in the calculations of Price Limits for the following day and then round the Mark to the nearest whole unit. 

  

Scenario #4: As in the Simple, Single-Day Examples, yesterday’s (Jan 2) Mark is 1,000 and the S, M, and L contract Limits, 
Price Limits, and Ranges are the same. 

 Today's (Jan 3) 4:00 pm ET preliminary Mark is determined to be 1,005, to be used for tomorrow's (Jan 4) trad-
ing day. 

 Today's indicative settlement price at 4:15 pm ET is 1,006. 

Result #4: The holders of a short position (regardless of whether they hold the S, M, or L contract) will need to deposit 
$500 more into their accounts by the predefined Margin Deadline of 4:10 pm ET (5 minutes prior to the close 
on Jan 3). (Keep in mind that the margin amount is based on the Mark and not the daily settlement price.) 

 If by the 4:10 pm ET Margin Deadline, the short position holder has enough capital on deposit for the $500 
additional requirement, he or she can hold the position for another day. 

 If by the 4:10 pm ET Margin Deadline, the short position holder does not have the additional $500 cash in his 
or her account, the position will be automatically liquidated at prevailing market prices near the close. 

 It should be noted that today's (Jan 3) Price Limits (based on the Mark from Jan 2) are still in effect until the 
market close at 4:15 pm ET.  The Mark today (Jan 3) is used only for tomorrow's (Jan 4) Price Limit calculations. 

 

Scenario #5: Today's (Jan 3) Mark is set at 1,005, to be used for tomorrow's (Jan 4) Price Limit calculations. 

 Immediately after the Mark is determined, big news is released and the futures contract plunges from 1,000 to 
985 by the close. 

Result #5: Since the indicative settlement price is outside of the S contract daily Range and below the downside Price 
Limit, the S contract has an Early Expiration with all longs paying 10 points ($1,000) to all shorts.   

The M and L contracts trade as normal and are unaffected by their Price Limits.  However, there is still a $500 
margin call for all short sellers in the M and L contracts that must be resolved prior to the day’s Margin Dead-
line. 

 Tomorrow's (Jan 4) Price Limits are:  S=995/1,015, M=985/1,025, and L=965/1,045. 

Note that today’s (Jan 4) S contract is relisted with a downside Price Limit of 995 even though yesterday’s (Jan 
3) close was 985.  In other words, the market price must open today (Jan 4) more than 10 points higher (above 
995) or the S contract never opens on Jan 4.  If the market opens higher than 995, the S contract continues to 
trade until another Early Expiration or the Final Expiration is reached.

4
 

3The times, underlying prices, margin amounts, Margin Deadline, etc., are all fictitious and do not represent a specific underlying asset.  For the pre-defined 

margin levels, time of the Mark, Margin Deadline, time of the close, as well as all other contract specifications for each asset, please review the website  

demandderivatives.com. 

4The above scenario should be rather rare (having the Mark so far away from the close and the following morning’s open).  To increase the possibility that the 

Mark will be near to the “middle” of the day’s range, over time, RealBOT will strive to move the Mark nearer to the close as infrastructure and clearing con-

straints allow. 
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Three Contracts Listed Simultaneously 

Three contracts will be listed for each 

expiration date corresponding to the 

margin requirements of the S, M, and L 

contracts. 

 

Settlement Style 

Settlement will be to cash regardless if 

Standard Futures are cash settled or 

physically settled. 

 

Expiration 

If the Standard Futures contract has 

physical delivery, expiration will be on 

the last trading day prior to the first 

delivery date (otherwise the RealLimit 

contracts will expire on the same date). 

 

Daily Mark 

Standard Futures have no need for a 

daily Mark.  However, RealLimit futures 

require the Mark to calculate the fol-

lowing day’s Price Limits and hence the 

margin requirements.  The reason for 

not using the end-of-day settlement is 

to allow time for traders to adjust any 

collateral deficiencies prior to the close. 

 

Initial vs. Maintenance Margin 

Standard Futures have two levels of 

margin — one level for initiating a po-

sition (initial margin) and one level to 

maintain the position (maintenance 

margin).  Because all RealLimit futures 

contracts are fully collateralized at all 

times, there is no need for two margin 

levels. 

Detailed Information* 

Underlying Assets 

RealLimit futures are expected to be 

available on the most liquid Standard 

Futures contracts in each of six major 

asset classes: 

 

Determining Margin Sizes 

Margin amounts will vary for each as-

set and for each contract size (i.e., the 

S, M, and L contracts).  The amounts, 

set by RealClear, will be guided by the 

very long-term realized volatility of 

each underlying asset.  If history can be 

used as a guide, one can generally 

expect the S contract to have an Early 

Expiration once per week or two, M 

once per month or two, and L once 

per year or two. 

 

Margin Deadline 

The trader must have enough collateral 

in his or her account prior to the mar-

gin deadline (“Margin Deadline”).  Posi-

tions may be held overnight only if 

there is sufficient collateral in the ac-

count.  If the margin is not sufficient, 

the position is automatically liquidated 

near to the current day’s close. 

 

Rounding the Mark 

The Mark is expected to be rounded to 

the nearest whole unit.  Please see  

demandderivatives.com for details. 

Overview of Contract Specifications 

Contract specifications are expected to 

be the same as standard futures con-

tracts listed on the competitor ex-

change (“Standard Futures”) except for 

a few key differences. 

Tick Size 

Same 

 

Notional Size 

Same 

 

First Trading Day 

Same 

 

Expiration Day 

Same as Standard Futures (except for 

deliverable futures) 

 

Trading Hours 

Same 

 

Listing Pattern 

Same 

 

Settlement 

The corresponding Standard Futures 

settlement price will be used and will 

be consistent among the three S, M, 

and L contracts (“indicative settle-

ment”).  However, in the event the in-

dicative settlement price is at an ex-

treme or outside of the day’s Range for 

any of the S, M, or L contracts, such 

contract(s) will expire at the corre-

sponding Price Limit (“actual settle-

ment” or simply the “settlement”). 

 

Changes to Required Margin 

Similarly to Standard Futures, required 

margin amounts may be adjusted from 

time to time, but such adjustments are 

expected to be rare. 

© 2019 Demand Derivatives Corp.  *Subject to change.  Details may vary according to the underlying asset.  RealLimit futures are not currently listed for trading on 
any exchange.  The information provided herein is for informational purposes only.  See demandderivatives.com for detailed information.  The information provided 
herein must not be relied upon and Demand Derivatives Corp., and their respective affiliates, will not be liable for actions taken or not taken in reliance thereon.  No 
statement within this document should be construed as a recommendation to buy or sell a security or futures contract or to provide investment advice. 

RealLimit LLC 

a subsidiary of 

Demand Derivatives Corp. 

demandderivatives.com 

info@demandderivatives.com 

1-888-865-9267 

Asset Class Asset 

Commodities Corn 

Metals Gold 

Energy Crude Oil 

Rates 10yr T-Note 

FX EUR/USD 

Equity Indices TBD 

Contract Differences 

to Standard Futures 

Contract Similarities to  

Standard Futures 

Assets, Margin, and Mark 


