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1.  Identification of persons responsible  for the information provided in this form  
 
I, Edemir Pinto, acting herein in the capacity of chief executive officer of BM&FBovespa S.A., hereby declare that (i) I have  
reviewed this filled out Reference Form; (ii) the information contained herein fulfill s the requirements of CVM Instruction No. 
480 dated 2009, in particular the requirements under articles  14 through 19 thereof; and (iii) the totality of the information 
provided herein truthfully, accurately and completely reflects the financial position a nd results of operations of our Company, 
the risks inherent in its activities and its issued and outstanding securities.  
 
I, Eduardo Refinetti Guardia, acting herein in the capacity of investor relations officer of BM&FBovespa S.A., hereby declare that 
(i)  I have reviewed this filled out Reference Form; (ii) the information contained herein fulfills the requirements of CVM 

Instruction No. 480 dated 2009, in particular the requirements under articles 14 through 19 thereof; and (iii) the totality o f the 
information provided herein truthfully, accurately and completely reflects the financial position and results of operations of our  
Company, the risks inherent in its activities and its issued and outstanding securities. 
 

2.  Independent Auditors  

2.1.  Information regardi ng the independent auditors  
 

  
2010  

 
2009  

 
2008  

       

Name of the auditing firm  
 

PricewaterhouseCoopers 
Auditores Independentes  

PricewaterhouseCoopers 
Auditores Independentes  

PricewaterhouseCoopers 
Auditores Independentes 

       

Lead auditor, taxpayer ID (CPF),  
 contact data 

 

Name: Edison Arisa Pereira 
CPF: 006.990.038-81  

Name: Edison Arisa Pereira 
CPF: 006.990.038-81  

Name: Ricardo Baldin 
CPF: 163.678.040-72 

 
Phone number  
(11) 3674-2000  

Phone number  
(11) 3674-2000  

Phone number  
(11) 3674-2000 

 
Email: 

edison.arisa@br.pwc.com  

Email: 
edison.arisa@br.pwc.com  

Email: 
ricardo.baldin@br.pwc.com 

       

Retention date 
 

March 4, 2010 
 

April 24, 2009 
 

June 16, 2008 

       

Agreed services 
 

Auditing the full -year financial 
statements; reviewing th e 
quarterly financial reports; 

other audit -related services. 
 

Auditing the full -year financial 
statements; reviewing the 
quarterly financial reports; 

other audit -related services. 
 

Auditing the full -year financial 
statements; reviewing the 
quarterly financial reports; 

other audit -related services. 

       

Auditorsô replacement 
 

Not applicable 
 

Not applicable 
 

Not applicable 

Replacement justification 
 

Not applicable 
 

Not applicable 
 

Not applicable 

Auditorsô reasons  
 

Not applicable 
 

Not applicable 
 

Not applicable 
  

      

 

2.2.  Total compensation paid to the independent auditors in the most recent full year, segregating fees paid 
for auditing services and fees paid for any other services.  

 Fees paid to the independent auditors (in R$ thousands) 
  

Auditing services                                   1,261 
  

Audit-related services                                   258 
  

Cross border bond offering (global notes)                                   360  
  

Total in 2010                                1,909 

 

2.3.  Other information the registrant may deem material to report.  

Not applicable.  
 
3.  Selected Financial and Operating Information  

 

3.1.  Consolidated financial statements  
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   2009   2009  

  (in R$ thousands)  (in R$ thousands) 

Shareholdersô equity ééééééééééééééééééééééééé.                  19,419,048                   19,342,893  
     

Total assets éééééééééééééééééééééééééééééé..                  22,633,975                   20,837,839  
     

Net revenueséééééééééééééééééééééééééééééé.                    1,889,757                     1,502,544  
     

Gross incomeéééééééééééééééééééééééééééééé.                    1,592,515                     1,186,574  
     

Net incomeééééééééééééééééééééééééééééééé.                    1,144,486                         882,069  
     

  (in number of shares)  (in number of shares) 

Number of shares issued and outstanding, not including treasury stock             1,979,921,193             2,004,766,312 
     

  (in Brazilian reais)  (in Brazilian reais) 

Shareholdersô equity per share éééééééééééééééééééé..                       9.807990                      9.648453 
     

Earnings per share ééééééééééééééééééééééééééé.      

Basic earnings per shareééééééééééééééééééééééé                       0.572058                       0.439983  

Diluted earnings per shareéééééééééééééééééééééé                       0.568172                       0.436195  
          

 

Our annual financial statements as of and for the year ended December 31, 2010, were prepared and presented in accordance 
with Brazilian GAAP, which include first-time adoption of IFRS. As a result, for comparability purposes, we have adjusted our 
financial information for the prior year and present ed retrospective financial statements as of and for the year ended December 
31, 2009, revised for adoption of such accounting standards, guidance and interpretations. However, similar adjustments have 
not been made, and were not required to be made to our 2008 financial statements, for which reason they are not presented 
herein. For additional information on significant changes to our accounting practices, see subsection 10.4 of this form.  
 

3.2.  Non -GAAP financial measures   

EBITDA for 2010 amounted to R$1,315,046 thousand, a 34.9% year-on-year rise from R$975,108 thousand in the prior year. 
Likewise, the EBITDA margin (EBITDA divided by net income) climbed to 69.6% from 64.9% one year ago.  

  2010    2009     %  

Net income  1,144,561   881,050   29.9% 

Minority interest  in subsidiaries (75)  1,019  -107.4% 

Income tax and social contribution  448,029  304,505  47.1% 

Interest income, net  (298,024)  (253,862)  17.4% 

Depreciation and amortization 54,818  42,396  29.3% 

Share of net profit (loss) in associate (equity-method investment)  (38,238)                   -                   -    

Tax on equity-method investment  3,975                   -                   -    

EBITDA  1,315,046   975,108   34.9% 

EBITDA Margin 69.6%  64.9%  4.7 pp 

 

EBITDA information is developed by us as a measure of our operating performance.  As used by us, EBITDA consists of net 
income plus Minority interest in subsidiaries, income and social contribution taxes, interest income, depreciation and 
amortization expenses, our share of the net profit or loss in the associate (equity -method investment) and tax on equity -
method investment.  EBITDA is not a measure of financial performance under Brazilian GAAP, is not representative of cash flow 
for the periods presented, and should not be considered in isolation , or as an alternative to net income as a measure of 
operating performance or an alternative to operating cash flow as an indicator of liquidity.  EBITDA has no standardized 
meaning and our definition of EBITDA may not compare with EBITDA as used by other companies.   

Given that Management uses EBITDA as a measure of performance, we understand it is important to provide this information 
herein.  Management believes EBITDA provides a deeper understanding of our operating performance and allows for better 
comparability with other companies in the same industry  as ours even if they calculate EBITDA somewhat differently.   
 

3.3.  Subsequent event s.  

At a meeting held on February 17, 2011, our board of directors approved a supplementary dividend distribution out of net 
income determined for December 31, 2010, in the amount of R$406,086 thousand, approved at the annual meeting held on 
April 18, 2011 for payment as of May 16, 2011.  
 

3.4.  Dividend and cash  distributions policy  

Topic  Years ended December 31, 2010 , 2009 and 2008  
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Topic  Years ended December 31, 2010 , 2009 and 2008  

Rules on earnings retention From net income for the year, as determined after the deductions set forth in article 53 of our 

Bylaws, we make the following allocations, as applicable:  

(a)  5% allocation to the legal reserve, up to a legally prescribed limit;   (b)  The remainder, as 

adjusted by allocations to contingency reserve or reversal thereof, as the case may be, is allocated to 

the 25% mandatory annual dividend to shareholders, and any balance then outstanding is allocated 

to a bylaws reserve which we may use for investments and for allocations to safeguard mechanisms 

adopted to ensure transactions executed or registered in our trading, registration and securities 

lending systems are properly cleared and settled;  (c)  However, the amount allocated to our bylaws 

reserve pursuant to item (b) above must not exceed the amount of our capital stock;   

(d)  If our board of directors deems the bylaws reserve (item (b)  above) sufficient to meet our 

investment and safeguard requirements, it may propose (to the shareholdersô meeting)  (i ) that we 

allocate to the bylaws reserve less than the portion required under the bylaws (item (b) above); 

and/or ( ii ) a reversal of part of the bylaws reserve for distribution to shareholders in the form of 

dividends;  and  (e)  After meeting the allocation requirements set forth in paragraph 1 of artic le 54 

of the bylaws, the shareholdersô meeting may decide to retain that portion of net income for the year 

which has been forecast in the capital expenditure budget approved pursuant to Article 196 of 

Brazilian Corporate Law. In addition, while under Brazilian Corporate Law and our bylaws (article 55, 

paragraph 1) we are required distribute a mandatory dividend every year, we are also allowed to 

suspend this mandatory distribution if the board of directors reports to our annual shareholdersô 

meeting that t he distribution would be inadvisable given our financial condition.  

We were not required to make any net income allocations to the legal reserve based on earnings 

ascertained for the years ended December 31, 2010, 2009 and 2008, because at each of these dates the 

amount of our legal reserve plus our capital reserves exceeded 30% of our capital stock, thereby 

dispensing with the otherwise required allocation.  Earnings retained based on allocations to our bylaws 

reserve out of net income for the year s ended December 31, 2008 and 2009, amounted to R$127,433 

thousand and R$155,191 thousand, respectively. No earnings have been retained and no allocations to 

the bylaws reserve made with regard to net income for the year ended December 31, 2010.  
  

Rules on dividend 
distributions 

 

Under our Bylaws, shareholders are assured a mandatory distribution of dividends and interest on 

shareholdersô equity in the aggregate corresponding at least to 25% of the net income for the year, 

as adjusted pursuant to the corporate legislation. However, as noted in item (e) above, the mandatory 

distribution may be suspended if our board of directors advises the shareholders that this would 

inadvisable due to our financial condition.  
  

Dividend distribution 
frequency 

Dividends are distributed pursuant to a decision of the annual shareholdersô meeting, which typically 

takes place in April.  However, our board of directors may decide  (a) to declare dividends based on 

income determined in semi-annual financial statements;  (b) to decl are dividends based on income 

determined in interim financial statements drawn up for shorter periods, provided the total dividends 

paid in any given six-month period must not exceed the amounts accounted for as capital reserves 

(Brazilian Corporate Law, Article 182, paragraph 1);  (c) to distribute interim dividends based on 

retained earnings determined in the most recent annual or semi -annual financial statements; and (d) to 

decide to pay interest on shareholdersô equity to shareholders, as often as it may deem fit, which in any 

event may be computed as part of the mandatory dividends we are required to distribute.  
  

Restrictions on dividend 
distributions 

Under Brazilian Corporate Law we are permitted to suspend the distribution of the mandatory dividend  

contemplated in item (ii) of paragraph 1 of article 54 of our Bylaws in any year in which our board of 

directors reports to the annual shareholdersô meeting that the distribution would be inadvisable given 

our financial condition.  In this case, the fisca l council, if active, should review the matter and issue an 

opinion on the matter.  Moreover, within five days after the date of the shareholdersô meeting, 

Management would be required to file justification with the CVM.  Net income not distributed on acco unt 

of a suspension (paragraph 5 of article 56 of our Bylaws) must be allocated to a separate special reserve 

and, if not absorbed by subsequent losses, is required to be distributed as dividends as soon as our 

financial condition should permit it.  
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3.5.  Sum mary of distributions of net income  and retained earnings .  
 

(in R$ thousands, unless otherwise indicated)  2010   2009   2008  
       

Adjusted net income  (for distribution purposes)              1,144,561               881,050              645,596  
       

Dividend distributions              1,144,561               705,000              512,762  
       

Distributions, as a percentage of adjusted net income   100.0%  80.0%  79.4% 
       

Distributions by kind and class of shares  See the table below   See the table below   See the table below 
       

Distribution payment dates   See the table below  See the table below  See the table below 
       

Rate of return on shareholdersô equity (ROE)  5.9%  4.5%  3.3% 
       

Retained earnings (in R$ thousands)                               -               155,191              127,433  
       

Date of retention approval     ASM - April 20, 2010  ASM ï April 28, 2009 
       

 

 

Cash Distributions   Type of shares   

Distribution  
payment dates  

  

Gross distribution 
per s hare  

(in R$) 

 

Total gross 
distribution  

(in R$ thousands) 
          

 Interest on shareholdersô equity  
 

common stock 
 

April 15, 2008 
 

             0.020320  
 

                       20,539  

 Interest on shareholdersô equity 
 

common stock 
 

September 2, 2008 
 

             0.072995  
 

                     149,203  

  Dividends  
 

common stock 
 

September 2, 2008 
 

             0.069969  
 

                     143,019  

 Interest on shareholdersô equity 
 

common stock 
 

April 15, 2009 
 

             0.069307  
 

                     139,376  

  Dividends  
 

common stock 
 

May 12, 2009 
 

             0.030317  
 

                       60,625  
          

 Total for 2008  
  

 
 

 
 

  
  

                   512,762  
          

 Interest on shareholdersô equity 
 

common stock 
 

May 29, 2009 
 

             0.055931  
 

                     112,000  

 Interest on shareholdersô equity 
 

common stock 
 

August 26, 2009 
 

             0.070653  
 

                     141,500  

  Dividends  
 

common stock 
 

August 26, 2009 
 

             0.016727  
 

                       33,500  

  Dividends  
 

common stock 
 

November 24, 2009 
 

             0.074888  
 

                     150,000  

 Interest on shareholdersô equity 
 

common stock 
 

January 8, 2010 
 

             0.009976  
 

                       20,000  

  Dividends  
 

common stock 
 

May 14, 2010 
 

             0.123602  
 

                     248,000  
          

 Total for 2009  
  

 
 

 
 

  
  

                  705,000  
          

 Interest on shareholdersô equity 
 

common stock 
 

March 11, 2010 
 

            0.014951  
 

                       30,000  

 Interest on shareholdersô equity 
 

common stock 
 

April 13, 2010 
 

            0.025406  
 

                       60,000  

 Interest on shareholdersô equity 
 

common stock 
 

May 27, 2010 
 

            0.057996  
 

                     137,000  

 Interest on shareholdersô equity 
 

common stock 
 

September 10, 2010 
 

            0.022422  
 

                       45,000  

  Dividends  
 

common stock 
 

September 10, 2010 
 

            0.098957  
 

                     198,600  

  Dividends  
 

common stock 
 

November 25, 2010 
 

            0.119101  
 

                     235,875  

 Interest on shareholdersô equity 
 

common stock 
 

January 19, 2011 
 

            0.016156  
 

                       32,000  

  Dividends  
 

common stock 
 

May 16, 2011 
 

            0.206723  
 

                     406,086  
          

 Total for 2010  
  

 
 

 
 

  
  

                1,144,561  

 

For additional information, see the discussion on dividend and other distributions policy in the above subsection 3.4.  
 
3.6.  Dividends declared in the last three financial years out of retained earnings or other profit reserves 
previously registered . 

In the three most recent years w e have not declared dividends out of retained earnings or other profit reserves previously 
registered.  
 
3.7.  I ndebtedness  level.  

The table below sets forth information on the evolution of liabilities, as comprising current and noncurrent liabilities at y ear-end 
of the last year. 
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Year ended  
December 31,  

Amount  
( in R$ 

thousands )  
Type of debt ratio  Ratio  Index description and reason for use  

     

2010 3,214,927 
Debt to Equity 

Ratio 
16.5% 

- Method:  D/E = (total current + non -current liabilities) / shareholdersô 
equity.   

 

2010 - 

Debt ratio 

or  
Total Debt-to-Total 

Assets  

5.1% 

- Method:   Total Debt to Total Assets = (short ter m debt + long term debt) 
/ total assets  

- Reason:  This is a metric used to measure a companyôs financial risk by 
determining how much of the companyôs assets have been financed 
through debt.  It is calculated as the ratio of the sum of short term debt  
(ñinterest payable on bonds issued abroad and loansò) and long term debt 
(ñbond issuance abroad and loansò) divided by total assets (the sum of 
current assets, fixed assets and other intangible assets such as ógoodwillô).  

2010 - 
Debt-to-EBITDA 

Ratio 0.8 

- Method:   Debt/EBITDA =  (short term debt + long term debt) / EBITDA  
- Reason:  This is a measure of a companyôs ability to pay incurred debt.  It 
is calculated as the ratio of the sum of short term debt (ñinterest payable 
on bonds issued abroad and loansò) and long term debt (ñbond issuance 
abroad and loansò) divided by EBITDA (earnings before interest, taxes 
depreciation and amortization) . This ratio gives the investor the 
approximate amount of time that would be needed to pay off all debt , 
ignoring the fa ctors of interest, taxes, depreciation and amortization . 
Debt/EBITDA is a common metric used by credit rating agencies to assess 
the probability of defaulting on i ncurred debt. 

2010 - 
EBITDA-to-Interest 

Coverage Ratio 40.0 

- Method:  EBITDA-to-Interest Coverage = EBITDA / Interest payments  

- Reason:  This is a metric used to assess a companyôs durability that by 
examining whether it  is profitable enough to pay off its interest expenses.  It is 
calculated by dividing a companyôs EBITDA (earnings before int erest, taxes 
depreciation and amortization) of one period by the companyôs interest 
expenses (ñinterest payable on bonds issued abroad and loansò) in the 
same period. 

 

The above debt ratios indicate our company enjoys fairly conservative financial leverage ratios. For information on the particular 
characteristics of our indebtedness, see subsection 10.1(f) below, in this form.  
 

3.8.  Debt obligations by type  and time to maturity  

Year ended December 31, 2010  
(data from our consolidated financial statements)  ï in R$ 

thousands  
Type of Debt (* ) 

Short - term  Long -term  

maturing within  
1 year  

maturing 
within  

1-3 years  

maturing 
within  

3-5 years  

Maturing 
after  

5 years  

  

(in R$ thousands) 

Current liabilities  
 

1,416,204  0 0 0 

Collateral for transactions Unsecured 954,605 
   

Earnings and rights on securities under custody  Unsecured 34,791 
   

Suppliers Unsecured 80,828 
   

Salaries and social charges  Unsecured 64,351 
   

Provision for taxes and contributions payable  Unsecured 23,981 
   

Income tax and social contribut ion  Unsecured 5,576 
   

Interest payable on bonds issued abroad and loans Unsecured 33,154 
   

Dividends and interest on shareholdersô equity payable Unsecured 2,773 
   

Other liabilities  Unsecured 216,145 
   

Noncurrent liabilities  
 

0 0 0 1,798,723  

Bond issuance abroad and loans  Unsecured 
   

1,010,059 

Deferred income tax and social contribution  Unsecured 
   

732,074 

Provision for contingencies and legal obligations  Unsecured 
   

56,590 

Total Indebtedness (current + noncurrent liabilities)  Unsecured  1,416,204  0 0 1,798,723  
__________________________________________________  

(* )  The type of debt  classification (as defined by type of guarantee or absence thereof) i s secured by collateral, by floating assets or unsecured. 

We note that the line items ñcollateral for transactionsò and ñearnings and rights on securities under custodyò recorded under 
current liabilities are intrinsic to our activities as an exchange and are not operated in any particular or actually defined  term.  



2011 Reference Form ï BM&FBOVESPA S.A. - Bolsa de Valores, Mercadorias e Futuros (BVMF) 

7 

 

Likewise, movements in the line item ñdeferred income tax and social contributionò recorded under noncurrent liabilities have no 
defined period.   

While we understand our total debt classifies as unsecured debt, other items under liabilities are not categorized by type of 
guarantee or absence thereof (collateral, floating assets or unsecured) but , rather, as defined by law in terms of liquidity.  
 
3.9.  Other information deemed to be material.  

 

Global Senior Unsecured Notes  

On July 16, 2010 BM&FBOVESPA completed a cross-border offering o f global senior unsecured notes priced at 99.635% of the 
aggregate principal nominal amount of US$612 million, which after deducting underwriting discounts netted proceeds of 
US$609 million (at the time equivalent to R$1,075,323 thousand). The notes mature on July 16, 2020, and pay interest of 
5.50% per annum, with coupons payable every six months in January and July. However, as computed to include the 
transaction expenses, in particular underwriting discounts, commissions paid to arranging and structuring  banks and other 
offering expenses, listing fees, legal fees, rating fees paid to Standard & Poorôs and Moodyôs, and ongoing administration and 
custody expenses, the actual cost correlates with a rate of 5.64% per annum. As translated into Brazilian reais and including 
accrued interest of R$30,179 thousand, the balance of our debt under the global notes as of December 31, 2010, was 
R$1,041,238 thousand. We used the offering proceeds to purchase additional interest in the shares of the CME Group effective 
July 16, 2010. 

We have issued the notes as callable bonds, thus allowing us the prerogative exercisable in our discretion at any time and from 
time to time of redeeming all or some of the notes prior to maturity . The redemption price was set at the greater of (i) 100% of 
the principal of the notes called for redemption plus accrued interest to the date , and (ii) interest accrued to the date plus the 
present value of the remaining scheduled payments on the notes, discounted to the redemption date , on a semiannual basis 
(30/360 daycount basis),  at a rate equal to the sum of the applicable U.S. Treasury Rate for the remain der of the term plus 40 
basis points (0.40%) per annum. Accrued and unpaid interest will be paid to, but excluding, the redemption date.  

Starting from the notesô issue date, we have designated as hedging instrument that portion of the principal under the notes 
which correlates with changes in exchange rates in order to hedge the foreign currency risk affecting that portion of our 
investment in th e CME Group Inc which attributable to the notional amount of US$612 million (a hedging instrument in a hedge 
of net investment in a foreign operation , per Note 7 to our financial statements as of and for December 31, 2010). Accordingly, 
we have adopted net investment hedge accounting pursuant to accounting standard CPC-38 (Financial Instruments: 
Recognition and Measurement), for which purpose the hedging relationship has been formally designated and documented, 
including as to (i) risk management objective and strategy for undertaking the hedge, (ii) category of hedge, (iii) nature of the 
risk being hedged, (iv) identification of the hedged item, (v) identification of the hedging instrument, (vi) evidence of the  actual 
statistical relationship between hedging instrument and hedged item (retrospective effectiveness test) and (vii) a prospective 
effectiveness test.  

Under CPC 38 (IAS 39) we are required to assess the hedge effectiveness periodically by conducting retrospective and 
prospective tests. On testing backward-looking effectiveness, we adopt the ratio analysis method, also called dollar offset 
method, as applied on a cumulative and spot-rate basis. In other words, this method compares changes in fair values of the 
hedging instrument and hedged item attr ibutable to the hedged risk, as measured on a cumulative basis over a given period 

(from the hedge inception to the reporting date) using the foreign currency spot exchange rate as of each relevant date in 
order to determine the ratio of cumulative gain or  loss on the notesô principal amount to cumulative gain or loss on the net 
investment in a foreign operation over the relevant period. And on testing forward -looking effectiveness, we adopt stress 
scenarios which we apply to the hedged variable in performing foreign currency sensitivity analysis to determine degree of 
sensitivity to changes in exchange rates.  

We have tested the hedge effectiveness retrospectively and prospectively, having determined that at December 31, 2010, there 
was no realizable ineffectiveness.  Moreover, at that date, the fair value of our debt under the notes, as determined based on 
market data, was R$1,037,774 (Source: Bloomberg).  
 

Management information system implementation  

We have implemented in 2010 a management information system (MIS) whose primary purpose is to allow for results to be 
released by product, business area, market segment, customer segment and type of investor, in addition to meeting our 
analysis and reporting requirements, which will contribute to nimbler decis ion-making and assist us in strategic planning and 
costing and budgeting processes, as well as in projecting and maximizing resources. Early in 2011, we started to use our 

PROPHIX system more broadly, in a number of contexts, including  those that are listed below, but continue to work on further 
enhancing the system and our ability to use it efficiently.  

Objectives of our Management Information System 

V Prepare the revenue and expense budget; 
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V Follow-up on actual vs. forecast revenues and expenses; 
V Allocating expenses by cost center and revenues by product; 
V Assisting in the pricing of products and services; 
V Follow-up on efficiency indicators;  
V Controlling expenses by area allocating indirect costs pursuant to the ABC method (activity based costing); 
V Pricing the transfer of resources between areas, products and companies within the group.  

Benefits 

V Greater agility and quality in determining and releasing management reports (revenues, expenses, cash flows, balance 
sheets) for nimbler decision-making; 

V Detailed information for improved control, analyses and projections;  

V TOTAL synergy with our accounting; 
V Quantitative analysis of the variables particular to each business line; 
V Segmentation of results; 
V Flexibility for preparation of managerial reports at all company leve ls. 

 
4.  Risk Factors  

4.1.  Discussion of risk factors that may influence investment decisions, in particular risk factors related to 
the following :  

a. Risks relating t o the Company  

In o ur role as central counterparty clearing house we are  exposed to substantial cred it risk from third parties , 
including customers, counterparties and clearing agents.  

Our clearinghouses act as central counterparty to ensure multilateral clearing and settlement of exchange or OTC transactions 
carried out on, or registered in our trading systems, including securities lending transactions. In performing this role, w e provide 
central counterparty clearing for transactions in equities and equity derivatives and corporate debt securities (covering the local 
cash, forwards, options and futures markets and the securities lending market), and for transactions in financial, credit and 
commodity derivatives, including swaps and foreign exchange derivatives (covering the local cash, forwards, options and 
futures markets), and for spot U.S. dollar transactions (dólar pronto) traded on the local interbank market, and for transactions 
in Brazilian government bonds and debt securities (covering the spot, forwards  and repo markets).   

As a result, we are exposed to substantial credit risk from third partie s, including clearing agents, the most frequent 
counterparties, financial institutions that are counterparties to transactions settled in our foreign exchange clearinghouse, and 
customer market participants as the brokerage firms and their customers. Default by any of these parties may expose us to 
significant market risk, as our clearinghouses must assure settlement of all transactions carried out on our trading system.  

The amount of such market exposure depends on open positions of market participants, as well as the type of guarantees 
deposited as part of risk management policies we adopt. The likelihood of any default event is directly related to (i) high 
volatility of prices and fees, in particular those that are used to define the value of our products  and contracts settled in our 
trading systems, (ii) the level of leverage in the market, (iii) uncertainties related to local and global macro -economic 
environment, (iv) interruptions on liquidity flow of domestic and global markets, (v) systemic credit ev ents on domestic and 

global markets, (vi) drastic political changes in Brazil and in the main economies worldwide and (vii) events of major social  
impacts in Brazil or abroad, such as wars or natural disasters. 

Defaults by market participants on their obli gations with our clearinghouses could cause our clearinghouses to use margins and 
collateral deposited. We would suffer substantial losses in the event our policies and risk management mechanisms associated 
with central counterparty activities fail to work  properly. For more information about the risks inherent in our role as central 
counterparty, see item 5 of this Reference Form. 
 

We depend heavily on information technology for the operation of our business and any failure or malfunction of 
our systems ma y adverse ly  affect the course of business in our markets and us.  

Our business depends on the integration and performance of computer systems and supporting communication systems. 
Speed, scale and scalability, availability of hardware and software, reliability and ongoing updating of our technological 
platforms constitute important factors for the performance of our operations, so as to attract a larger number of participant s. 

We operate in an industry that continues to undergo fast and significant technology changes. In recent  years, securities and 
derivatives traded through electronic platforms have grown significantly and our clientsô demand for diversified methods of 
trade execution has increased. We are constantly required to make significant investments in our platforms to increase capacity 
to handle growing demand for our services. In order to remain competitive, we must continue to improve and enhance  the 
functionalit ies, accessibility and response time of our systems, as well as the characteristics of our trading platforms, software 
and communications systems and technologies. If we are unable to continue to improve and enhance our technology 
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infrastructure and systems, the brokers, clearing agents and financial institutions and other market participan ts that use our 
platform could migrate to other preferable platforms , which would adversely affect our business. 

In addition, systems and communication networks can be vulnerable to unauthorized access, computer viruses, human error 
and other security problems, such as terrorist acts, natural disasters, sabotage, extended power shortages and other events 
beyond our control, including events of force majeure. If our information security and business continuity measures are partially 
or entirely compromised, or if there are interruptions or malfunctions in our systems or communications networks, there could 
be a corresponding material adverse effect on our business, financial condition and operating results. In these situations, w e 
may need to incur significant expenses in order to remediate problems caused by security violations or system failures. We 
intend to continue implementing security measures following market standards and strengthen the integrity and reliability of our 
systems. However, if these measures do not prevent failures or delays in our computer systems or communications networks, 

there may be a significant reduction in the trading volume on our trading systems, resulting in a material adverse effect on our 
business, financial condition and operating results. The back-up systems and the preventive mechanisms that we adopt may not 
be sufficient to prevent such failures and/or problems. These failures or a degradation of systems could result in complaints  
from client and market participants to reg ulatory agencies, in lawsuits against us, or lead to regulatory investigations of 
compliance failures with applicable laws and regulations. 

The above risk factors apply to systems and networks acquired and operated directly by us or by third parties, inclu ding service 
providers. In the case of systems or networks that belong to , or are operated by third parties, their failure or unavailability 
could also adversely affect our operations. 
 

We depend on the level of market activity, which is beyond our control . 

The success of our business depends, in part, on our ability to sustain or increase the volume of transactions carried out and/or 
registered in our trading, clearing and settlement systems. We offer a variety of products and trading channels to brokers, 
clearing agents and financial institutions. I f the level of activity on our markets  were to decline or we were unable to retain 
customers as brokerage firms and other market participants that represent a significant portion of the volume of transactions 

from which we derive our revenues, this could materially and adversely affect our business, our revenues, results of operations 
and financial condition.  

We derive a significant portion of o ur overall revenues from fees we charge on transactions carried out on the equities markets 
and fixed income markets comprising our Bovespa segment, meaning exchange and OTC markets for the trading of stocks, 
other equity securities, equity derivatives and corporate debt securities. For this reason, we are highly dependent on the level of 
activity on these markets and, therefore, also on the volume and price of securities and derivatives traded and on turnover 
velocity, all of which significantly influence average daily value traded (ADVT) across these markets. Other factors influencing 
performance include the market capitalization of listed issuers and the number of brokerage firms and other financial 
institutions with access to our markets.   

Another significant portion of our revenues we derive from fees we charge on trans actions carried out within our BM&F 
segment, which comprises derivatives markets for options, forward s and futures contracts based on financial and cash-settled 
commodities, metals, energies, stock indexes, exchange rates and so forth, such that this segment too is highly dependent on 
the level of market activity (as measured in terms of average daily trading volume, or ADTV). Decreases in the volume of 
trading in derivative contracts, particularly exchange and interest rate futures contracts, which account for a significant portion 
of our revenues for the segment , may adversely impact our revenues and profitability, thereby negatively affecting our 

business, results of operations and financial condition.  

We have no direct control over any of these variables, which depend, among other things, on the attractiveness of the 
securities and derivatives listed to trade on markets we operate vis-à-vis other investments, as well as on our ability to be 
perceived as an attractive venue for the trading of these securi ties and derivatives when compared with other exchanges and 
trading platforms. These variables, in turn, are influenced by the overall economic conditions in Brazil, in Latin America an d 
worldwide, in terms of (i) growth levels, liquidity and political sta bility, (ii) the regulatory environment for securities and 
derivatives, and (iii) activity , volatility  and performance of global markets. Additionally, we may be more significantly affected by 
global crises and capital market crises than financial and financial services institutions, given that these factors directly affect 
average daily value and volume traded on these markets, which in turn impact our revenues from trading and settlement fees. 

For example, in the period spanning the latter part of  2008 through to 2009, the global financial and financial services industries 
and the capital markets experienced materially adverse conditions, including substantially heightened volatility, outflows of 
customer funds and securities, losses resulting from declining asset values, defaults on securities, high deleveraging and thin 
liquidity. Economic downturns, global financial crises or sudden changes in economic or market conditions, credit crunches, 
market instability, volatility of market prices, reductions in spending, exchange rate instability, inflationary pressures and similar 

other factors beyond our control have had, and may continue to  have materially adverse effects on both the Brazilian economy 
and the level of activity  in capital markets, and, thus, significantly and negatively impact our revenues from trading and 
settlement fees. In addition, financial institutions may be unable to renew, extend, or grant new lines of credit under 
economically favorable conditions, or may even be unable or unwilling to honor existing obligations, all of which could materially 
and adversely affect our revenues, profitability, results of operations and financial condition. 
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Because our cost structure consists mostly of fixed costs, if our revenues decrease and we are unabl e to  reduce 
costs our profitability could be materially adversely affected.  

Our cost structure consists mostly of fixed costs and is based on historical and expected levels of demand for products and 
services offered to the participants in the markets in w hich we operate. If the demand for these products and services declines, 
resulting in a decrease in our revenues, we may not be able to immediately adjust our cost structure to compensate. We may 
also have to incur in substantial development costs and marketing and sales expenses to introduce new products or services in 
the market, which may not generate the expected results, reducing our working capital and operating profit and thereby 
adversely affecting our business. 
 

Our businesses involve the use of te chnologies, products and services, and intellectual property rights may  be 
violated by us or by third parties.  

We may be unable to prevent third parties from utilizing our technologies, programs, services or products developed by us 
(such as indexes and negotiable instruments) without our authorization or from violating our intellectual property rights in any 
other way. On the other hand, our competitors, as well as other companies and individuals, may have secured, or may secure 
in the future, intellectual  property rights relating to products or services similar to those we offer or plan to offer. We may be 
unaware of all existing secured intellectual property rights, which may create litigation risks concerning ownership rights o f 
these products, services and technologies.  

We cannot assure you that we will be successful if we pursue these violations through legal proceedings in order to enforce o ur 
intellectual property rights or defend ourselves against allegations of violation. In addition, allegations o f violations are a 
common and costly reality in our industry, and lawsuits and complaints concerning such allegations, whether they are 
successful or not, could give rise to substantial costs for us, thus adversely affecting our business. 
 

We rely on membe rs of our management team, who we may be unable to retain or replace with persons with  
similar experience and qualification.  

A significant portion of our future success depends on the skills and efforts of our management team. We compensate certain 
members of our management team with fixed salaries, performance bonuses and a stock option plan in an effort to retain such 
executives. If any of the members of our management team decides to leave us, we may not be able to hire professionals with 
similar qualifications. For more information, see ñManagement.ò The loss of any member of our management team and our 
inability to hire professionals with similar experience and qualification may have a material adverse effect on our business.  
 

Any damage to our reputati on may have an adverse effect on us.  

Our reputation may be compromised in different ways, including as a result of failures in our self -regulatory functions, our 
technology or the settlement of transactions executed on our trading platforms. Our reputation  may be further damaged by 
events beyond our control, such as scandals involving other exchanges, which may affect investorsô perception of the securities 
market as a whole. In addition, any inappropriate conduct by market participants, our employees, brok erage firms, may result 
in disciplinary sanctions and harm our reputation.  

Damage to our reputation may cause issuers to delist from our markets or to transfer their listings to other exchanges, as we ll 
as discourage other parties from transacting on our m arkets, which may, in turn, reduce the value traded on our exchange. Any 
of these events may have an adverse effect on us. 
 

We intend to continue to explore acquisitions, investments and other strategic alliances. We may not be 
successful in identifying op portunities or in integrating the acquired businesses. Any such transaction may not 
produce the results we anticipate which could adversely affect our business and the market price of our shares . 

We intend to continue to explore and pursue acquisitions and other strategic opportunities to strengthen our business and grow 
our company, including the increase of our ownership interest in CME to 5.0%, which could help us penetrate new markets, 
offer new products and services, and develop or enhance our trading systems and technologies. We may make acquisitions or 
investments or enter into strategic partnerships, joint ventures and other alliances. There is no guarantee that our efforts will 
be successful. We may not realize the anticipated growth and other benef its from strategic growth initiatives we have made or 
will make in the future and we may have to incur significant expenditures to address the additional operational and control 
requirements as a result of our growth, which may have an adverse impact on ou r financial condition and operating results. 
Furthermore, some of our partnership agreements might restrict our ability to seek strategic alliances with other relevant 
players in the market, preventing us from taking advantage of business opportunities pre sented by such players.  
 

The interpretation of Brazilian tax authorities on the effects of the conversion of BM&F and Bovespa into for -
profit companies in 2007 may differ from our interpretation, which could result in material tax contingencies.  

In response to a formal consultation presented by the Brazilian Exchanges Commission (Comissão Nacional de Bolsas), or CNB, 
the Brazilian tax authorities have indicated that the demutualization of not -for-profit exchanges is not permitted pursuant to 
current regulation since: (1) the section of the Brazilian Civil Code dealing with dissolution of not -for-profit organizations would 
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prevent the transfer of assets and liabilities to for -profit corporations; and (2) only a legal entity organized as a corporation 
would be able to approve its spinoff, since there would be no legal provision authorizing not -for-profit organizations to 
implement a spin-off.   

Based on the opinion of counsel, we believe that the interpretation of the Brazilian tax authorities is not in accorda nce with the 
applicable laws. Therefore, we presented a similar formal consultation to the Brazilian tax authorities specifically relating  to our 
demutualization, but the Brazilian tax authorities responded in a manner consistent with their response to the  CNB and provided no 
additional information. Current or future interpretations by the Brazilian tax authorities regarding our demutualization may result in 
material tax contingencies, which could cause a material adverse effect on our results of operations and financial condition.  
 

b.  Risks relating to direct or indirect controlling shareholder or controlling group  

We do not have a controlling shareholder or controlling group of shareholders, which may lead to shareholder 
coalitions, control contests, shareho lder activism, or similar other events correlated with the lack of a 
controlling shareholder or controlling group of shareholders.  

Ownership in our shares is fairly dispersed, and we currently do not have a controlling shareholder or controlling group of 
shareholders.  As a result, we may be vulnerable to takeover bids, including a hostile takeover, and similar other disruptions 
correlated with lack of a controlling interest in our shares.   If a successful bidder were to obtain control over a majority of 
our shares, there could be sudden and unexpected shifts in our policies and strategic plans, and our directors and officers 
could be replaced.  

In addition, the lack of a person or group holding a controlling interest in our shares could negatively affect o ur decision-
making processes, as there may be instances where the shareholders are unable to gather sufficient affirmative or negative 
votes to meet the legally prescribed quorum to pass certain decisions at a shareholdersô meeting.  Any sudden or 
unexpected change in management team or our policies and strategic plans, or any attempt at obtaining a controlling stake 
in our shares, and similar other disruptions could adversely affect our business and results of operations.  
 

c. Risks relating to our shareholder s 

Certain brokerage firms and other market participants , as well as financial institutions and other customers are 
also our shareholders, which may engender conflicts of interest with our other shareholders and us. 

Some of our shareholders are financial institutions that operate on our markets, whose sources of revenues include brokerage 
activities, custody and settlement of securities, with respect to the Bovespa segment, and negotiation and clearing of 
derivatives, with respect to the BM&F segment. For this reason, there is a risk that certain shareholders may try to interfere 
with decisions for their own interests, through voting as a block in shareholdersô meetings or otherwise influencing our 
management to reduce the price of our services, which may adversely affect us. 
 

The relative volatility and illiquidity of the Brazilian securities market may substantially limit our 
shareholdersô ability to sell their shares at the price and time at which they wish to sell them. 

Investing in securities that trade o n emerging markets, such as Brazil, often involves greater risk than investing in securities 
traded on more developed and mature international markets, and such investments are generally considered to be more 
speculative in nature.  The Brazilian securities market is substantially smaller, less liquid, more concentrated and can be 
more volatile than major international securities markets. Highly active and liquid markets comparatively experience less 

volatility and enhanced order execution efficiency. As a result, the local market characteristics could substantially limit our 
shareholdersô ability to sell their shares at the price and time at which they wish to sell them, which in turn could negatively 
affect the market price of our shares.  In addition, vol atility could lead to substantial sales of our shares or to market 
perception that such sales may occur, which could result in further declines in the market price of our shares.   
 

Our bylaws include provisions aimed to protect share dispersion, which may  hamper or delay transactions 
that may be of interest to our shareholders.  

Our bylaws contain provisions designed to avoid the concentration of our shares in the hands of a single or small number of 
shareholders, in order to provide for a more dispersed shareholdersô base.  One such provision requires a shareholder or 
group of shareholders sharing similar interests, which becomes a holder of shares representing 30% or more of our capital 
stock, to carry out or file a tender offer to purchase all our outstan ding shares within 30 days of the date of the date of 
purchase or event resulting in ownership interest in excess of the 30% threshold.  Any such provision may hamper or 
prevent takeover attempts, and may discourage, delay or hinder a merger or acquisition  transaction, including a transaction 
in which investors could receive a premium on the market value of their shares.   
 

d.  Risks relating to our subsidiaries and affiliates  

Risk factors related to our subsidiaries and affiliates are the same as related to us and are discussed herein above. 
 

e. Risks relating to  our suppliers  
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We depend on third party suppliers and service providers for several services that are important to our business. 
Interruption s of any of these material third -party services could material ly  and adverse ly  affect on our business.  

We depend on several suppliers, such as banking, clearing and settlement organizations, telephone operators, online service 
providers, data processors and software and hardware vendors in connection with our registrati on, trading, clearing and 
settlement systems, as well as other related support and maintenance systems.  We cannot assure you that any of these 
service providers will continue to provide such services efficiently, or that they will be able to expand their services to meet our 
increasing needs. Interruption of material services provided by third parties and our inability to promptly make alternative 
arrangements or perform such services internally could have a material adverse effect on our business. 
 

f.  Risks relating to  our customers  

Our direct customers are the brokers, brokerage firms, and issuers listing securities to trade on our markets.  

A significant portion of our revenues is highly dependent on the trading of securities of a limited number of 
issuers .  

As of December 2010, the top ten stocks most actively traded on our stock exchange market (Bovespa segment) accounted 
for 43.42% of the overall value traded. Given the relative importance of the market activity of these securities on our 
combined revenues, if one or more of these issuers were to delist from our exchange or if the outstanding shares of one or 
more of these companies were to significantly decrease (including as a result of corporate restructuring, acquisition, merger  
or exchange for shares of an unlisted issuer), our combined revenues and results of operations could be adversely affected.  

We are highly dependent on the level of trading by  foreign investors.   

We are highly dependent on the level of activity of foreign investors. In 20 10, foreign investors accounted for 29.6% of the 
total value traded on markets comprising the Bovespa segment and 16.3% of the overall volume traded on derivatives markets 
comprising the BM&F segment. The Brazilian government may implement changes in taxation that affect the flow of foreign 
investments to Brazilian markets, including by investors that trade on our exchanges.  

For instance, in October 2009, in an effort to curb the appreciation of the real against the U.S. Dollar, the Brazilian government 
increased the IOF tax rate on inflow s of foreign funds to invest in Brazilian securities from zero to 2.0%. Then, because the 
actual impact of the tax (IOF) would have been to divert trading away from local markets, draining precious onshore liquidity , in 
November 19 the Brazilian government announced a 1.5% IOF tax on issuances of American Depositary Receipts (ADRs).  

Subsequently, on October 5, 2010, again in an effort to arrest the Brazilian currency appreciation against the U.S. dollar, the 
Brazilian government increased to 4.0% (from 2 .0% one year earlier, as indicated above) the IOF tax rate levied on inflows 
directed to transactions in fixed income securities. And the Central Bank, on October 7, adopted a requirement for simultaneous 
foreign exchange transactions to be closed at any time a foreign investor migrates to different types of portfolio investments as, for 
example, from equities to fixed income or vice versa, despite the absence of an actual inflow, which is merely assumed. However, 
as IOF tax is levied on these foreign exchange contracts, the new rule resulted also in a 2 .0% levy on the cancellation of ADRs.  

Soon thereafter, on October 18, the Brazilian government again raised the IOF tax rate levied on inflows directed to 
transactions in fixed income securities, this time to 6 .0% (from 4 .0% a fortnight  ago), while the IOF tax rate levied on collateral 
margin posted in connection with transactions on futures markets climbed to 6.0% from 0.38% previously . 

Such measures had a negative impact on our markets (mainly Bovespa segment markets), increasing the burden for foreign 
portfolio investments in Brazil. It also created a certain level of uncertainty and concerns about any additional measures the 

Brazilian government may implement.  Moreover, given that t he market prices of securities of Brazilian issuers are affected to 
varying degrees by the inflow of  capital from foreign investors, a decrease in the inflow of capital from foreign investors to 
markets we operate may reduce average daily trading value (Bovespa segment) or volume (BM&F segment), which would 
adversely affect our revenues and results of operations.  
 

g.  Risks relating to the exchange industry  

We face significant competition in securities and derivatives trading, and we expect this competition  to  deepen 
in the future.  

We face significant competition from foreign exchanges, particularly concerning trading with securities and  derivatives, and we 
expect that this competition will intensify in the future. Our current and potential competitors  are numerous and include stock 
markets, both organized and over the counter, in Brazil and abroad, and other  commodities and futures exchanges. We 
compete with existing and new market participants in various aspects,  including with respect to cost, quality and speed of 
trades, conduct of business, liquidity, functionality, ease of  use and performance of trading systems, variety of products and 
services offered to the trading participants, and  technological innovation. Entry of new competitors into our markets ca n also 

increase price competition and reduce margins in all of the existing securities and futures markets, including those in which we 
operate. In  addition to traditional and new competitors, new technologies and the Internet may create environments that are 
favorable for replication of our business, redirecting market participants to these new environments. The current  international 
stock market environment has encouraged the creation of new, alternative trading centers with  different market structures an d 
new business models that would be replicated in our market in the future.  
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Well-capitalized competitors in other markets, such as the U.S. and Europe, could attempt to expand their operations into our 
markets of operation. If we are not successful in pro mptly adapting to the structural changes in our markets, to technological 
and financial innovation and to other competitive factors, we could be unable to  maintain or increase the volume of transactions 
carried out and/or registered on our trading, clearin g and settlement systems, and our revenues, business, financial condition 
and results of operations could be materially adversely affected. 

In our BM&F and Bovespa segments, the  average rate per contract, or RPC, and trading fees margin,  
respectively, are subject to significant fluctuation s due to a number of factors, and as a result you will not be 
able to rely on our average RPC or trading fees margin in any particular period as an indication of our  future 
average RPC and future trading fees margin.  

The average RPC in our BM&F segment, which impacts our results of operations, is subject to fluctuation due  to shifts in the 
mix of products traded, the trading venue and the mix of customers and the impact of our pricing  structure. For example, we 
earn a lower RPC for trades in short-term Real-denominated interest rate futures contracts. Likewise, we earn a lower RPC on 
high frequency trades because under our policy we grant progressive discounts based on volume traded. And we also earn a 
lower RPC in reais for contracts where the fees are U.S. dollar denominated (such as FX futures) if the real appreciates against 
the U.S. dollar. Variations in each of these factors are difficult to predict but they do have an impact on our average RPC in the 
relevant period. As a result, you may not be able to rely on  our historical average RPC as an indication of future average RPC. 

The margin in our Bovespa segment, which impacts our results of operations, is subject to fluctuation due to  changes in the mix 
of customers and to the share of each market in the overall ADTV. For example, we earn a lower margin on day trades and on 
the trading from local institutional investors. Additionally, we charge higher  fees on the forward and options market compared 
to cash market transactions. In addition, the revenues we earn  from trading in our Bovespa segment is subject to fluctuation 
due to changes in the market prices for stocks, as we trading fees as a percentage on value traded, such that if market prices 
drop this will ultimately af fect our revenues from trading fees . In addition, we grant progressive discounts based on high 
frequency value traded, which influences our trading fees margin. Variations in each of these factors are difficult to predict but 
do impact on our average margin on value traded in the relevant period. Because of this fluctuation, you may not be able to 

rely on our average transaction margin in any particular period as an indication of our future average trading fees margin.  
 

h.  Risks relating to the industry regula tion  

We operate in a highly regulated industry and are subject to existing and future regulations and  restrictions, 
and may be subject to penalty fines and other sanctions if we fail to comply with our legal and  regulatory 
obligations.  

We operate in a highly regulated industry and are subject to extensive regulation. Our industry is subject to  broad 
governmental regulation and may be subject to increasing regulatory scrutiny. This regulation is designed  to preserve the 
integrity of the securities market an d of other financial markets and to protect the interests of  investors. Our operations depend 
on the authorization of governmental agencies and on the continuity of this  authorization. Our ability to comply with applicable 
laws and regulations is highly dependent on our ability to  maintain adequate systems and procedures. 

The Brazilian Monetary Council (Conselho Monetário Nacional), or CMN, and the CVM regulate Brazilian stock and futures 
exchanges and have broad powers to audit, investigate and enforce compliance with their rules  and regulations, as well as to 
impose sanctions in the event of non-compliance. In recent years, a number of  regulatory changes that have been introduced 

have impacted our operations, including CVM Rule 461 in 2007 governing the organization, operation and dissolution of stock, 
futures and commodity exchanges and OTC markets. 

Any regulatory changes may have an adverse effect on us and on the current and future users of our  services. For instance, 
regulatory authorities may implement  changes that reduce the attractiveness of listing on  our markets or the use of our 
services, or cause companies listed on our trading platform to migrate to alternative  markets that may have more flexible 
trading or corporate governance rules. The loss of a substantial number of users or a reduction in the level of the trading 
activities on our exchange and OTC markets may have an adverse effect on us. 

Additionally, the Central Bank may adopt rules or procedures regarding the clearing and settlement of  securities, and also 
require additional collateral for transactions executed occurring on our markets, which may  result in changes to our existing 
clearing, settlement and risk control procedures or in higher costs to comply with  these requirements, all of wh ich may have an 
adverse effect on us. 

As a consequence of the recent international financial crisis, stricter rules on financial institutions are being  discussed 
worldwide. If such rules are implemented abroad, the Central Bank and the CMN may also implement part of these stricter rules 
in Brazil, which may impact our activities.  

The Central Bank and the CVM have broad administrative powers to fine, suspend or interrupt our activities. In the event of 
actual or alleged non-compliance with regulatory requirements, we may be subject to  investigations, and administrative or legal 
proceedings, which may lead to substantial penalties and, in extreme cases, the cancellation of our authorization to act as a 
securities market operator. Any investigation or  proceeding, regardless of the outcome, may result in substantial costs and may 
also adversely affect our reputation and, therefore, our results of operations.  
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We have self -regulatory responsibilities as a securities market operator and also operate a for -profit  bus iness, 
which could create conflicts of interest.  

The listing of our common shares on our Bovespa segment may generate conflicts of interest between our  self-regulatory 
functions and our interests as a listed company. As a securities market operator, we are responsible for establishing listing and 
disclosure standards to be followed by issuers. Lowering these standards so as to benefit us as a listed company or encourage 
additional securities listings in our market may harm our  image and reputation. 

i.  Risks re lating to other countries  in which the Company operates.  

We have no operations elsewhere other than Brazil. 

4.2.  Expectations that exposure to these risks will reduce or increase over time .  

We continually assess and weigh the risk factors to which we and our b usiness are exposed, in particular those with potential to 
materially and adversely affect our business, financial condition and results of operations. With the aim of managing, 
controlling and mitigating these and other risk factors, we adopt practices fo r continuing pursuit of improvements to our 
infrastructure and services, which include (i) providing efficient, reliable and cost effective trading, clearing, settlement  and 
other systems to markets which we operate and manage; (ii) strengthening and expan ding our market data activities, for 
more nimble, accurate and cost effective retrieval and transmission of market data to vendors, market participants, 
investment research analysts, advisory services and, ultimately, the investment decisions of customer investors; (iii) 
continuing monitoring of changes in the macroeconomic outlook and how they influence market trends and our business; 
(iv) strengthening and expanding the different ways to access our markets and trading systems; (v) implementing our 
investor education programs, which include retail investors, local and foreign institutional investors; and (vi) implementing 
and enhancing compliance and surveillance activities. 

In addition, given that we act as central counterparty to ensure clearing and settl ement of transactions carried out on 
equities markets, and provide clearing and settlement services to each of the markets we operate and manage, we adopt 
risk management and safeguard structures at each of our clearing facilities with the aim of controlli ng and mitigating the 
risks inherent in these activities. For further information on risk management and safeguard structures , see the information 
under section 5 of this form.  

4.3  Arbitration court and  administrative proceedings  (classified by legal nature, i .e., labor, tax, civil law or 
other) having the Company or any subsidiary as a party, which (i) are not protected by absolute privilege ; and 
(ii) whose outcome could materially affect business . 
 

The Company and its subsidiaries are parties to administrative and court cases relative to matters of tax, labor and civil law. 
Our provisions policy has been established consistently with the guidelines provided under CVM Resolution No. 594 dated 
September 15, 2009.  

Given that the information presented herein in c onnection with court and administrative and arbitration proceedings include 
outcome assessments based on criteria differing from those contemplated under CVM Resolution 594/09, the tables below 
include also information about cases whose prospects for a defeat have been assessed as óremoteô such that we have not 
reserved their value at issue as contingent liabilities in our financial statements for periods preceding the date of this fo rm.  

(I) Labor claims 

As of December 31, 2011, the Company and subsidiaries were parties to 306 labor claims, which classify into two main 
groups: 

I ï Claims by former employees of the Company or subsidiaries . These refer to 109 labor cases (40.19% of the total) 
involving claims for salary differences (mostly related to overtime , salary equalization and health hazard allowance, among 
other things). In this group, 28 claims involving contingent liabilities of R$6,555,733.00 have been assessed as a óprobable 
defeat,ô whereas 81 claims, which involve contingent liabilities of R$39,914,260.83, have been assessed as a ópossible 
defeat.ô A total of 14 cases ended and the records are set for shelving. 

Party  

Number of claims 
assessed as a  
óprobable defeatô 

Contingent liabilities  
under claims assessed as  
a óprobable defeatô 

Number of cl aims 
assessed as a  
ópossible defeatô 

Contingent liabilities  
under claims assessed as  
a ópossible defeatô 

Company 22 5,765,609.73 73 37,875,098.46 

BVRJ 05 541,074.31 08 2,039,162.97 

BBM 1 249,048.93 00  

TOTAL 28  6,555,733.00  81  39,914,260.83  
 

II ï Third -party claims (other than former employees of ours) . These refer to 183 claims (59.81% of the total) filed 
by the former employees of outsourced providers and brokerage firms seeking to have the Company or a subsidiary held 
jointly or secondarily  liable for severance and other payments on grounds that Precedent 331 of the Superior Labor Court 
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(TST) is applicable. These claims substantially classify into three groups, as follows:  

a. This group comprises 63 claims, where 59 suits have been brought by former pit traders that used to work on 
the exchange floor against a number of brokerage firms and the Company.  The decisions thus far issued by the courts in 
the records of some of these claims upheld our arguments to overrule the plaintiffsô allegation that the Company holds 
secondary liability in the issue.  In addition, t here are four other claims the Capital Market Workersô Union (Sindicato dos 
Trabalhadores em Mercados de Capitais) brought against brokerage firms, banks, insurance companies and the Company on 
behalf of unionized workers.  The Union argues our former trading floor posed an environmental health hazard for traders and 
other workers, which thus should have been compensated through payment of additional allowance for health hazards.  A lower 
court decision issued in the larger of these claims ruled in favor of the Company, setting aside the notion that we hold 
secondary liability in the matter.  However, these cases are still ongoing and appeals expected to be filed.  Based on 

evaluations by counsel, Management classifies the prospects for a defeat in these cases as remote, given that the actual 
employers of these claimants and unionized workers were the brokerage firms and other co -defendants, the exchange floor 
being merely the place at which  they performed functions assigned by their employers, such that there are no valid legal 
grounds to justify their claim of secondary liability for any severance or other payments to these workers, including health 
hazard allowances, due to indirect employ ment relationship with us ..  

b. 84 lawsuits have been brought by former employees of outsourced providers of cleaning and security services. 
These plaintiffs allege to be owed severance payments by their former employers.. As a result, we are susceptible of being 
found secondarily liable in 27 of these claims, which were assessed as a probable defeat and involve contingent liabilities of 
R$358,745.70. In another 57 claims, which involve contingent liabilities in the amount of R$ 4,592,131.51, the prospects for a 
defeat have been assessed as possible. The other 14 claims are due to be shelved. 

Party  
Number of claims 

assessed as a  
óprobable defeatô 

Contingent liabilities  
under claims assessed as a 

óprobable defeatô 

Number of claims 
assessed as a  
ópossible defeatô 

Contingent liabilities under 
claims assessed as a ópossible 

defeatô 

Company 26 1,355,127.12.., 55 4,423,610.45., 

BVRJ 01 3,618.58 02 168,521.06 

TOTAL 27 1,358,745.70 57 4,592,131.51 

 

c. 22 claims have been brought by former employees of outsourced providers of IT services.  The prospects for a 
defeat in these cases have been assessed as possible. The table below sets forth data regarding the contingent liabilities 
involved in these cases.  

Party  
Number of claims assessed as a  

ópossible defeatô 
Contingent liabilities under claims assessed as a 

ópossible defeatô 

Company 22 16,342,812.00.., 

TOTAL 23  16,356,418.53 ..,  

 

The Company makes accounting provisions for the amounts involved in claims where the prospects for a defeat are classified 
as probable. For this reason, we understand that these labor claims do not represent a material risk to our business.  

(II) Tax Cases  

II.1 ï BM&FBOVESPA S.A. ï Bolsa de Valores, Mercadorias e Futuros (BM&FBOVESPA) 

II.1.1)  

Case No. 2007.61.00.030994 -8 

Court of orig in 4th Lower federal court of the judiciary subsection of São Paulo (SP) 

Stage (degree of jurisdiction)  Appellate degree 

Filing date November 12, 2007 

Litigating parties 

Plaintiff: Bolsa de Mercadorias & Futuros S.A. ï BM&F S.A. (merged with BM&FBOVESPA on May 8, 
2008) 

Defendant: Brazilian Government 

Amounts, assets or rights 
at risk 

This is a declaratory action seeking a court decree recognizing the absence of taxation relationship 
permitting the government to charge the Additional Social Security Cont ribution levied at a 2.5% rate 
from financial institutions. The Company argues that while Decree No. 2173/97 (subsequently 
replaced with Decree No. 3048/99) included ócommodities and futures exchangesô as contribution 
payers, this was an illegal move given that Supplementary Law No. 84/96, which established the levy 
did not include ócommodities and futures exchangesô as a potential contribution payer, such that no 
charge of said contribution on the Company is admissible. In addition, the Company argues that  
Decree No. 2173/97 illegally expanded the contribution calculation basis to encompass also the 
payroll, whereas the law that established this contribution designated as calculation basis just the 
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aggregate payments made to independent service providers. 

Purpose and  
principal related facts 

- In order to litigate the matter BM&FBOVESPA is required to make post collateral by making monthly 
deposits with the court of the amount corresponding to the charge of Additional Social Security 
Contribution. - The lower court decision acknowledged the absence of a taxation relationship. The 
appeal is pending judgment by the 3 rd Regional Federal Court.  

Prospects for a defeat  Legal obligation 

Impact in case of a defeat  
Because the amounts being litigated are deposited with the court, in the event of a defeat on final 
judgment, the Company could lose the amount deposited, with no further impact.  

Provisioned amount R$15,121,757.40 

II.1.2)  

Administrative Case No.  16327.001536/2010 -80  

Court of origin 8th Panel of the São Paulo Regional Tax Adjudication Division ï Brazilian Federal Revenue Service 

Stage (degree of jurisdiction)  Lower administrative court  

Filing date November 26, 2010 

Litigating parties 
Claimant: Brazilian Federal Revenue Service 
Respondent: BM&FBOVESPA S.A. ï Bolsa de Valores, Mercadorias e Futuros 

Amounts, assets or rights 
at risk 

This case initiated with a Federal Revenue Tax Delinquency Notice whereby the tax authority seeks to 
collect corporate income tax (principal totaling R$301,686 plus defaul t interest and penalty fine) and 
social contribution on net income, or CSLL (principal totaling R$108,525 plus default interest and 
penalty fine), on alleged grounds that in 2008 and 2009 BM&FBOVESPA failed to pay income tax and 
social contribution on the amortization of goodwill related to the merger of the shares of Bovespa 
Holding S.A., approved at the shareholdersô meeting held on  May 25, 2008.  

Purpose and 
 principal related facts 

- BM&FBOVESPA received service of process on November 29, 2010, and on December 28, 2010, filed 
opposition challenging the tax assessment. 
- The lower court decision (Regional Tax Adjudication Division) was partially favorable to the 
Company in that it cutback the amount of the tax assessment arguing the tax authority calcul ated the 
tax basis relative to 2008 by erroneous criteria . 
- We appealed this decision to the Appellate Tax Adjudication Board on November 21, 2011. 
- A decision by the Appellate Tax Adjudication Board is now pending. 

Prospects for a defeat  Remote 

Impact in case of a defeat  
A final judgment of liability would entail obligation to pay the principal deemed delinquent, as 
accruing interest and the penalty fine.  

Provisioned amount No amount has been provisioned.  

(III) Civil law cases  

III.1 ï BM&FBOVESPA and BVRJ 

III.1.1)  

Case No. 2007.001167284 -8 

Court of origin 2nd lower business court of the judicial district of Rio de Janeiro (RJ)  

Stage (degree of jurisdiction)  Appellate degree 

Filing date October 2, 2007 

Litigating parties 

Plaintiffs: Naji Robert Nahas, Selecta Participações e Serviços S/C Ltda. and Cobrasol Companhia 
Brasileira de Óleos e Derivados 

Defendants: BVRJ and Bovespa Association 

Amounts, assets or rights at 
risk 

R$10,000,000,000.00 (claim for moral and actual damages) 

Purpose and  
principal related facts4 

This is an action for damages (ordinary proceedings) in which plaintiffs seek to have BVRJ and the 
Bovespa Association sentenced to pay indemnity for moral and actual damages allegedly incurred as a 
result of certain stock trades late  in the 1980ôs. Following the answers, replies and rebuttals, the 
lower court decision found against the plaintiffs. Both plaintiffs and defendants filed motions to 
clarify, which were partially granted. The plaintiffs next appealed the decision, which the  Court of 
Appeals of Rio de Janeiro rejected, so the plaintiffs filed special and extraordinary appeals, which the 
higher court refused to entertain on grounds of ineligibility. This caused the plaintiffs to file 
interlocutory appeal addressed to the Superior Court of Justice and the Supreme Federal Court. The 
Supreme Court recently issued a certiorari order, accepting the case for review. The case records are 
now set to be remitted to the Supreme Court.  

Prospects for a defeat Remote 
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Impact in case of a defeat 
In the unlikely event both the lower court and appellate court decisions were to be reversed by the 
higher court, still an award for damages would not reach the level of the indemnity claimed by 
plaintiffs.  

Provisioned amount No amount has been provisioned. 

III.1.2)  

Case No. 96.0037050 -8  

Court of origin 22nd lower federal court of the judiciary subsection of São Paulo (SP) 

Stage (degree of jurisdiction)  Appellate degree  

Filing date November 19, 1996 

Litigating parties 

Plaintiffs: Rubens Taufic Schahin et Al.  

Defendants: BM&FBOVESPA, BVRJ, CVM, Indústrias de Chocolate Lacta S.A., Kraft Suchard Brasil S.A., 
Kibon ï Indústrias Alimentícias Ltda. et Al.  

Amounts, assets or rights 
 at risk 

Indemnity for actual damages, if any, would be arbitrated  in liquidation of award proceedings. The 
value originally attributed on the action was amended to R$109,518,846.03 (as of November 1996), 
which however is not reflective of the financial value intrinsic in the plaintiffsô claim. 

Purpose and  
principal related facts 

This is an action for damages where the plaintiffs seek compensation based on the difference 
between the ótrueô value of the preferred shares of LACTA, of which plaintiffs allege to have been 
deprived, and the amount actually paid, in addition to loss of earnings (in the form of dividends not 
earned). The plaintiffs allege to have been compelled to sell their shares in an auction at the stock 
exchange, after the courts had annulled the decision of a shareholdersô meeting authorizing a share 
issuance in which plaintiffs purchased their equity interest in Lacta shares. Kraft filed counterclaim, 
seeking repayment of dividends previously paid. After the answers, replies and rebuttals, the lower 
court decision found the claim and counterclaim invalid,  ordering the plaintiffs and Kraft to bear loss 
of suit expenses, including fees of counsel. As a result, the plaintiffs and defendants Kraft, Silb 
Participações, CVM and Philip Morris appealed the decision. In addition, BM&FBOVESPA and BVRJ 
filed adhesive appeal seeking to increase the arbitrated fees of counsel. The Regional Federal Court 
rejected the plaintiffsô appeals, whereas granting the co-defendantsô appeals in respect only of the 
increase in arbitrated fees of counsel. The plaintiffs filed motion to clarify, which were rejected. 
Plaintiffs and defendant Philip Morris then filed special appeals, counter-arguments of appeal were 
filed and a decision on whether the appeals are to be entertained is currently pending.  

Prospects for a defeat Remote 

Impact in case of a defeat 
If the final decision were to award damages, the indemnity would be apportioned amongst the co -
defendants at an amount ultimately arbitrated in liquidation of award proceedings.  

Provisioned amount No amount has been provisioned. 

III.2 ï BM&FBOVESPA 

III.2.1)  

Case No. 583.00.2010.172946 -2 

Court of origin 11th lower civil court of the judicial district of São Paulo (SP)  

Stage (degree of jurisdiction)  First degree of jurisdiction 

Filing date August 17, 2010 

Litigating parties 

Plaintiff : Bankruptcy estate of Spread Commodities Mercantil e Corretora de Mercadorias Ltda. 

Defendant: BM&FBOVESPA (as successor of BM&F, following its demutualization, going-public and 
merger with Bovespa Holding). 

Amounts, assets or rights 
 at risk 

Membership certificates in BM&F (then a mutualized non-profit entity, which subsequently was 
demutualized, went public and merged with Bovespa Holding as BM&FBOVESPA). The estimated 
value of a membership certificate as of February 2012 has been estimated at R$65,245,687.08 

Purpose and  
principal related facts 

The trustee of the bankrupt estate of this former commodity broker has filed declaratory action 
against BM&FBOVESPA seeking to annul the cancellation (due to defaulted of membership fees due 
and payable) of Spreadôs membership certificates previously held in BM&F, which otherwise, the 
trustee argues, would have represented 4,908,015 shares of BM&FBOVESPA. The trusteeôs intent is 
to have the equivalent of 3,278,554 shares of BM&FBOVESPA integrate the estate for the proceeds 
from a sale of such shares to be paid to the creditors. Moreover, the trustee seeks compensation for 
losses allegedly incurred with the certificatesô cancellation (which he estimates in the equivalent of 
hypothetically selling 1,629,461 shares of BM&F S.A. in the companyôs 2007 IPO at the offering price 
per share of R$20.00), in addition to indemnity for dividends and interest on shareholdersô equity 
BM&FBOVESPA has since paid to shareholders, which he argues the certificatesô cancellation 
prevented the bankrupt estate from receiving. On January 18, 2011, BM&FBOVESPA received service 
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of process and filed the answer shortly thereafter. On August 5, 2011, the lower court decision found 
for the plaintiff in that it recognized the bankrupt estat eôs ownership rights in 3,278,554 shares of 
BM&FBOVESPA, ordering such number of shares seized to integrate the bankrupt estate for sale.  
Additionally, the court granted the plaintiffôs claim for redress of losses from the membership 
certificatesô cancellation (arbitrated at R$ 32,589,220.00, i.e., the proceeds from a hypothetical sale of 
1,629,461 shares in the 2007 IPO of BM&F S.A., plus 1% default interest accruing since the IPO plus 
adjustment for inflation), and the claim for indemnity for dividends and interest on shareholdersô 
equity BM&FBOVESPA (as successor) has paid to shareholders since the IPO of BM&F (arbitrated at 
R$2,311,592.14, plus 1% default interest since accruing the IPO plus adjustment for inflation), and 
any other payouts paid or payable to the aggregate number of shares thus attributed to Spreadôs 
bankrupt estate. In addition, the court ordered the defendant to pay fees of counsel on behalf of the 
bankrupt estate, arbitrated at 10% of the value at issue.  We have since filed an appeal, on which a 
decision by the São Paulo Court of Appeals is now pending.  

Prospects for a defeat Possible 

Impact in case of a defeat  

In his asset-recovery efforts, the trustee of the bankrupt estate seeks payment of a sum equivalent 
to the market price of 3 ,278,554 shares of BM&FBOVESPA (in lieu of membership certificates), in 
addition to compensation for losses supposedly ensuing from the impossibility to sell membership 
certificates of the now extinct company (BM&F) estimated at R$32,589,220.00 (as of Nove mber 
2007) supposedly derived from the cancellation of membership certificates, which allegedly 
prevented the brokerage firm from selling BM&F shares in the going -public process. Additionally, the 
bankrupt estate claims R$2,311,592.14 in unpaid dividends and interest on shareholdersô equity 
BM&FBOVESPA declared over time since absorbing BM&F. 

Provisioned amount No amount has been provisioned. 

III.2.2)  

Case No. 583.00.2005.204334 -9  

Court of origin 11th lower civil court of the judicial district of São Pa ulo (SP) 

Stage (degree of jurisdiction)  Appellate degree 

Filing date November 30, 2005 

Litigating parties 

Plaintiff: Welinton Balderrama dos Reis 

Defendant: BM&FBOVESPA (as successor to BM&F, following its demutualization, going-public and 
merger with Bovespa Holding) and BM&F Association. 

Amounts, assets or rights 
at risk 

Membership certificate in BM&F (then a mutualized non-profit entity, later demutualized and merged 
into BM&FBOVESPA). 

Purpose and 
principal related facts 

This is action seeks to annul a decision of the board of directors of BM&F (then a mutualized 
Exchange), which excluded the plaintiff from membership by cancelling membership certificates due 
to default of fees owed to the Exchange, in addition to seeking an appraisal to update the v alue of 
the equity membership of common members, pursuant to the bylaws of the then mutualized 
Exchange, as adjusted for inflation between 1990 and 1999. Following the answer, reply and rebuttal, 
the lower court decision held the action invalid. While the appellate court rejected the plaintiffôs 
appeal, it also recognized the plaintiffôs right to claim potential credits against BM&F.  Both parties 
filed motions to clarify; our (BM&FBOVESPA and BM&F Association) motion was partially granted, 
whereas the plaintiffôs was rejected.  The plaintiff then filed both a special appeal and extraordinary 
appeal, whereas BM&FBOVESPA and BM&F Association in view of the appellate courtôs judgment on 
the motion, filed a second motion to clarify, which is now pending a decis ion. 

Prospects for a defeat Possible 

Impact in case of a defeat  
Payment of plaintiff's credits resulting due to elimination from BM&F membership (BM&F was then a 
mutual entity), which we estimate to correspond to R$ 1,107,810.62 (as of December 2010).  

Provisioned amount No amount has been provisioned. 

III.2.3)  

Case No. 583.00.2010.206075 -4 

Court of origin 14th lower civil court of the judicial district of São Paulo (SP)  

Stage (degree of jurisdiction)  First degree of jurisdiction 

Filing date October 23, 2010 

Litigating parties 

Plaintiff: Esboriol Participações e Empreendimentos Ltda. and Fernando Alexandre Esboriol 

Defendant: BM&FBOVESPA (as successor to BM&F)*, BM&F Association and BM&FBOVESPAôs CEO, 
Mr. Edemir Pinto. 
(* ) BM&F was originally a mutualized non-profit entity, which went public after a demutualization 
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process, and later merged and combined with Bovespa Holding. The surviving entity is 
BM&FBOVESPA. 

Amounts, assets or rights 
at risk 

An adjusted amount equivalent to the proceeds of a hypot hetical sale of shares in the 2007 IPO of 
BM&F (as a demutualized Exchange), assuming the courts recognize the plaintiffs hold ownership 
rights in such shares, as arising from a conversion of the membership certificate ï special trader 
category ï they once held in the predecessor mutualized entity.  

Purpose and 
principal related facts 

The plaintiffs in this action seeks to annul certain board decisions and transactions (including, in 
particular, a sale of membership certificates in a buyback program and a spin-off of BM&F and related 
plan of substitution of shares for certificates) implemented in the course of the demutualization 
process, on grounds of alleged defective consent.  The plaintiffs intend to regain ownership rights in 
membership certificates in order to have them replaced with an equivalent number of shares of 
BM&FBOVESPA.  Alternatively, the plaintiffs seek indemnity in the equivalent value of said number of 
BM&FBOVESPA shares, including shares they supposedly would have been allotted were it not for 
having given allegedly defective consent to certain demutualization transactions.  The deadline for 
the answer will start only after the officer of the court gives notice of having served process on every 
defendant, which is now pending.  

Prospects for a defeat  Remote  

Impact in case of a defeat  
A defeat would establish a negative precedent, which would encourage other former members selling 
membership certificates in the buyback program implemented as part of the demutualization process 
to pursue similar annulments and indemnities.  

Provisioned amount No amount has been provisioned. 

III.2.4)  

Case No. 583.00.2011. 117867 -5  

Court of origin 8th lower civil court of the judicial district of São Paulo (SP)  

Stage (degree of jurisdiction)  First degree of jurisdiction  

Filing date February 25, 2011 

Litigating parties 

Plaintiff: Solidez Corretora de Títulos e Valores Mobiliários Ltda. 

Defendant: BM&FBOVESPA (as successor to BM&F)*, BM&F Association and BM&FBOVESPAôs CEO, 
Mr. Edemir Pinto. 
(* ) BM&F was originally a mutualized non-profit entity, which went public after a demutualization 
process, and later merged and combined with Bovespa Holding. The surviving entity is 
BM&FBOVESPA 

Amounts, assets or rights 
at risk 

An adjusted amount equivalent to the proc eeds of a hypothetical sale of shares in the 2007 IPO of 
BM&F (as a demutualized Exchange), assuming the courts recognize the plaintiffs hold ownership 
rights in such shares, as arising from a conversion of the membership certificate ï commodity broker 
category ï once held in the predecessor mutualized entity. 

Purpose and 
principal related facts 

The plaintiff in this action seeks to annul certain board decisions and transactions (including in 
particular, a sale of membership certificates in a buyback progr am adopted at the time) implemented 
in the course of the demutualization process, on grounds of alleged defective consent.  The plaintiff 
intends to regain ownership rights in membership certificates, which it ultimately seeks to replace 
with an equivalent  number of shares of BM&FBOVESPA.  Alternatively, the plaintiff seeks indemnity in 
the equivalent value of said number of BM&FBOVESPA shares (35% of such hypothetical interest 
valued at the price per share offering in the 2007 IPO, whereas 65% would be val ue at the present 
stock market value, whereas allowing for certain adjustments).  The answer and rebuttal have been 
filed.  The parties are now set to be notified to specify the evidence they intend to produce during 
discovery.  

Prospects for a defeat Remote 

Impact in case of a defeat  
A defeat would establish a negative precedent, which would encourage other former members selling 
membership certificates in the buyback program implemented as part of the demutualization process 
to pursue similar annulments and indemnities.   

Provisioned amount No amount has been provisioned. 

III.2.5)  

Administrative Misconduct  Actions Nos. 1999.34.00020289 -0 and 1999.34.00019665 -0;  
Class Actions Nos. 1999.34.00.009903 -7, 1999.34.00.010188 -7, and 1999.34.00.012074 -3  

Court of origin 22nd lower civil court of the Federal District judiciary section  

Stage (degree of jurisdiction)  First degree of jurisdiction 
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Filing date Between April 20 and June 25, 1999 

Litigating parties 

Plaintiffs:  
The Federal Public Prosecution Office, Plaintiff in the administrative misconduct actions; 

Luiz Carlos Tanaka et Al, Plaintiffs in the class actions; 

Defendants: Banco Marka S.A, Banco FonteCindam S.A, BM&F (Mercantile and Futures Exchange), 
Edemir Pinto (in the capacity of Managing Director of BM&F, currently Chief Executive Officer of 
BM&FBOVESPA), Antônio Carlos Mendes e Barbosa and Paulo Roberto Garbato (former officers of 
BM&F) et Al.  

Amounts, assets or rights 
at risk 

Refunding the Brazilian Treasury for alleged losses from certain futures market trades between the 
Central Bank and the two defendant banks (Marka and FonteCindam). The administrative misconduct 
actions include claims for imposition of penalty fine and a writ banning the defendants from 
transacting with the Government or bei ng granted tax incentives.  

Purpose and  
principal related facts 

These are actions that seek to quash certain transactions in USD-denominated futures which were 
agreed between the Central Bank and the two banks (Marka and FonteCindam) in January 1999, and 
claim indemnification for losses and damages from the persons involved in the transactions and their 
beneficiaries.  BM&F (then a mutualized non-profit Exchange, later demutualized, merged with 
Bovespa Holding, and was succeeded by BM&FBOVESPA) and its of ficers at the time appear as co-
defendants for allegedly having participated in structuring the transactions, which supposedly 
benefitted the Exchange, and for having elected to forgo with internal operations related to the 
clearing and settlement process. The answers, replies and rebuttals followed. In its defense, BM&F 
argued, among other things, that the Exchange was merely the futures market operator, and had had 
no role, or taken any action to justify being named as co -defendant; additionally the Exchange 
ascertained no benefit whatsoever from any of the Central Bank transactions that (January 1999) led 
to the currency devaluation.  The court granted requests for expert examination to be carried out. In 
addition, given the identity of purposes found in these actions, the expert examination was accepted 
as valid for each of the cases.   

On March 15, 2012, the actions were adjudged, found valid and most defendants held jointly and 
secondarily liable for redressing the Brazilian Treasury, including BM&FBOVESPA (as successor to 
BM&F). The value at issue may rise to R$7,005 million, which according to one of the decisions now 
issued may be offset (up to R$5,431 million) against gains the Central Bank made by avoiding to use 
its U.S. dollar reserves. These amounts have been stated as at January 1999 and, under the court 
order, should be restated to include adjustment for inflation, interest in arrears and loss of suit 
expenses. Furthermore, we note that some of the defendants were also charged with administrativ e 
misconduct. In the case of BM&F (our predecessor and the only futures market operator at the time 
the litigated events took place), the penalties for administrative misconduct would include a five -year 
ban on transactions with the Government, and on its ability to receive direct or indirect tax incentives 
and other benefits, and payment of a civil fine as of January 1999 amounting to R$1,418 million .  
Mr. Edemir Pinto, our Chief Executive Officer, was exonerated, as the claims against him have been 
found invalid.   
We are set to appeal these decisions as soon as they are formally publicized by the court.  

Prospects for a defeat Remote 

Impact in case of a defeat  

A proportionate part of the award for refund, which pursuant to the lower court decisions woul d rise 
to R$7,005 million, which according to one of the decisions now issued may be offset against gains 
(up to R$5,431 million) the Central Bank made by avoiding to use its U.S. dollar reserves. These 
amounts have been stated as at January 1999 and, under the court order, should be restated to 
include adjustment for inflation, interest in arrears and loss of suit expenses. In addition, for 
administrative misconduct, a civil fine as of January 1999 amounting to R$1,418 million, subject also 
to monetary adj ustment and interest in arrears, plus a five -year ban on transactions with the 
Government, and on its ability to receive direct or indirect tax incentives and other benefits . 

Provisioned amount No amount has been provisioned. 

III.2.4)  

Case No. 000.00.61 2656 -1 

Court of origin 3rd lower civil court of the judicial district of São Paulo (SP)  

Stage (degree of jurisdiction)  Appellate degree 

Filing date September 18, 2000 

Litigating parties 
Plaintiff: Capitânea Distribuidora de Títulos e Valores Mobiliários Ltda. 

Defendant: BM&FBOVESPA 

Amounts, assets or rights 
at risk 

This lawsuit seeks to annul the collection of fees charged (since established, on December 22, 1999) 
for holders of rights to operate as Commodity Broker and Clearing Participant Member, which was the 
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case of the plaintiff.  

Purpose and  
principal related facts 

This is an annulment action filed against BM&F (then a mutualized entity, later demutualized, merged 
into, and succeeded by BM&FBOVESPA) that seeks to quash a board decision dated December 22, 
1999, which approved the charge of ótrading feesô (emolumentos de pregão) from holders of rights to 
operate as Commodity Broker and Clearing Participant Member, including holders undergoing 
extrajudicial liquidation, court -administrated reorganization or bankruptcy proceedings, which are not 
permitted to operate. After the answer, reply and rebuttal, the lower court decision entered held the 
action invalid, recognizing the charge as lawful. The plaintiff appealed, we responded, and the Court 
of Appeals rejected the appeal. The plaintiff then filed motion to clarify, which was rejected . The 
plaintiff then filed special and extraordinary appeals, which were also rejected and followed by 
interlocutory appeal to reverse the rejection. The interlocutory appeal filed in the record of the 
special appeal is now pending a decision.  

Prospects for a defeat Remote 

Impact in case of a defeat  
In the event of defeat, beyond the annulment of the access fees charged, the decision would 
establish a negative precedent adversely affecting the collection of fees from market participants 
undergoing extrajudicial liquidation, court -administrated reorganization or bankruptcy proceedings. 

Provisioned amount No amount has been provisioned. 

 

4.4   Arbitration, administrati ve and court proceedings (not protected by absolute privilege) in which the 
Company or a subsidiary participates as a party having as opposite party or parties any current or former 
directors or officers or controlling shareholders or investors in its own securities or those of a subsidiary .  

As of the date of this Reference Form there are no legal, administrative or arbitration proceedings (not protected by absolute 
privilege) in which the Company or a subsidiary participates as a party having as opposite party or parties current or former 
directors or officers or controlling shareholders or investors in our own securities or those of a subsidiary. 
 

4.5  Impact and contingency in case of a defeat in disputes protected by absolute privilege whose outcome 
coul d materially affect the Company or a subsidiary.  

As of the date of this Reference Form there are  no material confidential proceedings to which the Company or its controlled 
companies were party that were not disclosed in the above items.  
 

4.6  Arbitration,  administrative and court proceedings of a labor, tax, civil law or other nature  , not protected 
by absolute privilege, and c onsist ing  of repetitive or connected cases as to the facts and rights on action, whose 
outcome (taken collectively) could materiall y affect the Company or a subsidiary . 

(I) Labor Cases 

There are no arbitration or administrative or court proceedings consisting of repeti8tive or connected cases of a labor law 
nature, whether or not protected by absolute privilege, whose outcome (taken collectively) could materially affect us or any of 
our subsidiaries. 

(II) Tax Cases 

There are no arbitration or administrative or court proceedings consisting of repeti8tive or connected cases of a tax nature,  
whether or not protected by absolute privilege, whose outcome (taken collectively) could materially affect us or any of our 
subsidiaries. 

(III) Civil Law Cases  

(III.1)  

Repetitive Cases ï I  

Plaintiffs; original or 
appellate courts; 
case numbers 

 

 

 

 

 

 

 

 

 

1) Ordinary Action ï Case Record No. 583.00.2008.125497-9 ï 29th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage ï Civil Appeal No. 994.09.324431-6 in the 
Court of Appeals of São Paulo - Plaintiff: Carlos Rodrigues Júnior;  
2) Ordinary Action ï Case Record No. 583.00.2008.125496-6 ï 16th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: Paulo Roberto Ferreira de Sena;  
3) Ordinary Action ï Case Record No. 583.00.2008.125498-1 ï 24th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage  ï Appeal No. 9204350-79.2009.8.26.0000 
(formerly case 994.09.032357-2) in the Court of Appeals of São Paulo ï Plaintiff: Jurandir Pinheiro de 
Castro;  
4) Ordinary Action ï Case Record No. 583.00.2008.125499-4 ï 12th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage  ï Appeal no. 9138494-71.2009.8.26.0000 
(formerly case 994.09.032149-9) ï Court of Appeals of São Paulo - Plaintiff: Walter Silva Júnior;  
5) Ordinary Action ï Case Record No. 583.00.2008.136416-9 ï 2nd Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: Egemp Gestão Patrimonial Ltda.;  
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Plaintiffs; original or 
appellate courts; 
case numbers 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

6) Ordinary Action ï Case Record No. 583.00.2008.129504-4 ï 12th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: Esborial Participações e Empreendimentos Ltda;  
7) Ordinary Action ï Case Record No. 583.00.2008.129505-7 ï 9th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage ï Appeal no. 0129505-60.2008.8.26.0100 
(formerly case 990.10.027374-4) in the Court of Appeals of São Paulo -  ï Plaintiff: Reginaldo Goncales 
da Silva;  
8) Ordinary Action ï Case Record No. 583.00.2008.130365-7 ï 8th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage ï Appeal no. 0130365-61.2008.8.26.0100 
(formerly case 990.10.316027-4) in the Court of Appeals of São Paulo  ï Plaintiff: Solidez Corretora de 
Câmbio, Títulos e Valores Mobiliários Ltda;  
9) Ordinary Action ï Case Record No. 583.00.2008.125495-3 ï 9th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appella te stage ï Appeal no. 0125495-70.2008.8.26.0100 
(formerly case 990.10.116624-0) in the Court of Appeals of São Paulo  ï Plaintiff: Roberto Duprat;  
10) Ordinary Action ï Case Record No. 583.00.2008.129506-0 ï 40th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: Jair do Nascimento;  
11) Ordinary Action ï Case Record No. 583.00.2008.130363-1 ï 10th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: Mário Sérgio Nunes da Costa;  
12) Ordinary Action ï Case Record No. 583.00.2008.130364-4 ï 15th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: São Paulo Corretora;  
13) Ordinary Action ï Case Record No. 583.00.2008.130362-9 ï 9th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the  appellate stage ï Appeal no. 0130362-09.2008.8.26.0100 
(formerly case 990.10.180329-1), in the Court of Appeals of São Paulo  ï Plaintiff: Aureum Corretora.;  
14) Ordinary Action ï Case Record No. 583.00.2009.1017857 ï 39th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage ï Appeal no. 0101785-84.2009.8.26.0100 
(formerly case 990.10.405020-0), in the Court of Appeals of São Paulo ï Plaintiff: Banex Distribuidora de 
Títulos e Valores Mobiliários;  
15) Ordinary Action ï Case Record No. 583.00.2008.243345-0 ï 1st Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: Carmine Enrique Filho;  
16) Ordinary Action ï Case Record No. 583.00.2009.197829-0 ï 12th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage ï Appeal no. 0197829-68.2009.8.26.0100 
(formerly case 990.10.326960-8), in the Court of Appeals of São Paulo ï Plaintiff: Future Premium;  
17) Ordinary Action ï Case Record No. 583.00.2008.212130-9 ï 14th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: Granóleo Comércio e Indústria de Sementes Oleagiosas e Derivados;  
18) Ordinary Action ï Case Record No. 583.00.2009.197370-1 ï 12th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage ï Appeal no. 0197370-66.2009.8.26.0100 
(formerly case 990.10.493616-0), in the Court of Appeals of São Paulo ï Plaintiff: Marcelo Ferreira da 
Costa;  
19) Ordinary Action ï Case Record No. 583.00.2009.197372-7 ï 9th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage ï Appeal no. 0197372-36.2009.8.26.0100 
(formerly case 990.10.483040-0),  in the Court of Appeals of São Paulo ï Plaintiff: Mario Cesar Nassif da 
Fonseca;  
20) Ordinary Action ï Case Record No. 583.00.2009.197375 ï 20th Lower Civil Court of the Central 
Courthouse ï Plaintiff: Miguel Jurno Neto;  
21) Ordinary Action ï Case Record No. 583.00.2009.106268-2 ï 37th Lower Civil Court of the Central 
Courthouse ï Plaintiff: Pedro Sylvio Weil;  
22) Ordinary Action ï Case Record No. 583.00.2008.243341-9 ï 37th Lower Civil Court of the Central 
Courthouse ï Plaintiff: Renato Enrique;  
23) Ordinary Action ï Case Record No. 583.00.2008.212131-1 ï 10th Lower Civil Court of the Central 
Courthouse ï Plaintiff: Shan Ban Chun;  
24) Ordinary Action ï Case Record No. 583.00.2010. 184066-6 ï 23rd Lower Civil Court of the Central 
Courthouse ï Plaintiff: Ademir C. do Nascimento; 

25) Ordinary Action ï Case Record No. 583.00.2010.184184-2 ï 15th Lower Civil Court of the Central 
Courthouse ï Plaintiff: Flavio Barreto Moreira; 

26) Ordinary Action ï Case Record No. 583.00.2010.184065-3 ï 39th Lower Civil Court of the Central 
Courthouse ï Plaintiff: José Carlos Citti de Paula; 

27) Ordinary Action ï Case Record No. 583.00.2010.142878-5 ï 28th Lower Civil Court of the Central 
Courthouse ï Plaintiff: Laeta S/A Participações; 

28) Ordinary Action ï Case Record No. 583.00.2010.184083-5 ï 8th Lower Civil Court of the Central 
Courthouse ï Plaintiff: Ricardo Lombardi de Barros; 

29) Ordinary Action ï Case Record No. 583.00.2010.104331-4 ï 1st Lower Civil Court of the Central 
Courthouse ï Plaintiff: Luiz Carlos Ferreira; 

30) Ordinary Action ï Case Record No. 583.00.2010.184070-3 ï 29th Lower Civil Court of the Central 
Courthouse ï Plaintiff: Alexandre de Freitas Nuzzi;  

31) Ordinary Action ï Case Record No. 583.00.2010.184078-5 ï 6th Lower Civil Court of the Central 
Courthouse ï Plaintiff: Rogério Sandes Cardoso; 

32) Ordinary Action ï Case Record No. 583.00.2010.183812-8 ï 31st Lower Civil Court of the Central 
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Plaintiffs; original and 
appellate courts; 
case numbers 

 

Courthouse ï Plaintiff: Target Consultoria Financeira; 

33) Ordinary Action ï Case Record No. 583.00.2010.184197-7 ï 10th Lower Civil Court of the Central 
Courthouse ï Plaintiff: Shan Ban Chun; 

34) Ordinary Action ï Case Record No. 583.00.2009.115872-8 ï 19th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage ï Appeal no. 0317709-63.2009.8.26.0000 
(formerly case 994.09.317709-3), in the Court of Appeals of São Paulo ï Plaintiff: Carlos Eduardo 
Chamma Lutfalla et al.;  
35) Ordinary Action ï Case Record No. 583.00.2009.115872-8 ï 8th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage ï Appeal no. 0115872-45.2009.8.26.0100 
(formerly case 990.10.058207-0), in the Court of Appeals of São Paulo ï Plaintiff: Cláudio Coppola Di 
Todaro;  
36) Ordinary Action ï Case Record No. 583.00. 2007.256585-8 ï 16th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage ï Appeal no. 0300971-97.2009.8.26.0000 
(formerly case 994.09.300971-3), in the Court of Appeals of São Paulo ï Plaintiffs: Rivale 
Representações Ltda., Marisa Lojas, and Décio Goldfarb; 
37) Ordinary Action - Case Record No. 583.00.2007.264023-3 ï 2nd Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: Ernesto and Ike Rahmani;  
38) Civil Appeal no. 994.07.018222-9 (originally lower court 527.322 -4) ï Court of Appeals of São Paulo 
ï Plaintiff: Terramar Navegação Ltda.;  
39) Ordinary Action ï Case Record No. 0019453-43.2010.4.03.6100 ï 12th Federal Lower Court, Federal 
Justice, São Paulo Judiciary Section ï Plaintiff: Carlos Eduardo Rodrigues;  
40) Ordinary Action ï Case Record No. 0019455-13.2010.4.03.6100 ï 7th Federal Lower Court, Federal 
Justice, São Paulo Judiciary Section ï Plaintiff: Roberto Cordeiro Simões;  
41) Ordinary Action ï Case Record No. 0019454-28.2010.4.03.6100 ï 16th Federal Lower Court, Federal 
Justice, São Paulo Judiciary Section ï Plaintiff: Robson Rodrigo de Souza. 

Defendant 
BM&FBOVESPA, as successor to BM&F Mercantile and Futures Exchange (a corporation, originally a 
mutual association) 

Amounts, assets or rights 
at risk 

Membership certificates held in BM&F (then a mutual association)  

Purpose and principal 
related facts 

These are ordinary actions in which the Plaintiffs sustain irregularities have occurred relative to the 52nd 
Extraordinary General Meeting of the members of the former independent exchange known as BM&F 
Mercantile and Futures Exchange, whose order of business was a decision concerning the proposed 
demutualization and subsequent spin-off of the BM&F, th en a mutual association. The Plaintiffs also 
object to  the valuation of their membership certificates and the plan of substitution for shares of the 
resulting demutualized corporation, which they claim did not take into account earning retained since 
1994. The Plaintiffs applied for interim relief in the form of  an injunction annulling the meeting or, in the 
alternative, as a secondary plea, annulling ñthe membersô decision that approved the valuation of the 
membership certificates,ò and an order for the Defendants to refund losses allegedly incurred by the 
Plaintiffs on account of the value of membership certificates not having been adjusted on the basis of 
the last and special balance sheet, prepared in connection with the demutualization. The application for 
injunctions was rejected and the decision upheld by appellate and higher courts. These events did not 
prevent the regular holding of an extraordinary membersô meeting on September 20, 2007.  

The actions listed under Nos. (39), (40 and (41), having as plaintiffs Messrs. Carlos Eduardo Rodrigues, 
Roberto Cordeiro Simões and Robson Rodrigo de Souza, respectively, were filed before a federal court 
because they include the Brazilian Securities Commission (CVM) as co-defendant. However, in each of 
these courts the lower court judge decided the market regulator has no standing to be sued, thereby 
referring the case to the competence of the State Judiciary. The plaintiffs filed i nterlocutory appeals 
which are pending decision by the 3 rd Regional Federal Court.  

As for the other cases, in their answers, the defendants sustained, as preliminary arguments, lack of 
interest in the action and legal impossibility of the claim, while on the merits claiming for the invalidity of 
the actions, adding appropriate arguments related to the peculiarities of each case.  

In the following particular cases, a decision on the merits has been entered by the lower court judge, 
which either found for th e invalidity of the action or dismissed the action without prejudice : lawsuits filed 
by Plaintiffs Carlos Rodrigues Junior ï item (1); Jurandir Pinheiro de Castro ï item (3); Walter Silva 
Junior ï item (4); Esborial Participações e Empreendimentos ï item (6); Reginaldo Goncales da Silva ï 
item (7); Roberto Duprat ï item (9); Aureum Corretora ï item (13); and Solidez Corretora ï item (8); 
Banex Distribuidora de Títulos e Valores Mobiliários ï item (14);  Egemp Gestão Patrimonial Ltda ï item 
(5), Future Premium ï item (16), Marcelo Ferreira da Costa ï item (18), Mario Cesar Nassif ï item (19), 
Mário Sérgio Nunes da Costa ï item (11), Miguel Jurno Neto ï item (20), Pedro Sylvio Weil ï item (21), 
São Paulo Corretora ï item (12), Shan Ban Chun ï item (23), Carlos Eduardo Chamma Lutfalla et al. ï 
item (34); Cláudio Coppola Di Todaro ï item (35;) Rivale Representações, Marisa Lojas and Décio 
Goldfarb ï item (36).  

The decisions in the actions filed by Pedro Sylvio Weil (item 21) and Esborial Participações (item 6) have 
become final and unappealable and we are executing the plaintiffs for the loss of suit expenses they are 
required to pay.  The decisions in the actions filed by Mário Sérgio Nunes da Costa (item 11), Miguel 
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Jurno (item 20), Shan Ban Chun (item 23) and Ernesto Rahmani e Ike Rahmani (item 36) may still be 
appealed for the deadline of the legal period for appeal has yet to come.  In all other cases the decisions 
have been appealed, and four of the appeals have been decided as follows: (a) Civil Appeal No. filed by 
Aureum Corretora (item 13) upheld the lower court decision which found the ac tion invalid; (b) Civil 
Appeal No. 0197370-66.2009.8.26.0100, filed by Marcelo Ferreira Martins Costa (item 18), also upheld 
the lower court decision which found for the i nvalidity of the ac tion; (c) Civil Appeal No. 0129505-
60.2008.8.26.0100, filed by Reginaldo Goncales da Silva (item 7)  ï the appellate decision vacated the 
lower court decision solely on grounds that  it violated the principle of non infra petita , meaning t he 
decision contemplated less than all the matters of law and the claims of the plaintiff ; c) Civil Appeal No. 
994.07.018222-9, filed by  Terramar Navegação Ltda (item 37), was decided against the appellant and 
upheld the lower court decision that defeated the action. Terramar filed special appeal with the Superior 
Court of Justice (STJ), which was followed by a court order that the condition precedent for entertaining 
the appeal had not been met. This latter order was in turn again appealed (interlocutory a ppeal) and a 
decision is currently pending.  In addition, it should be noted that Aureum Corretora (item 13) and 
Reginaldo Goncales da Silva (item 7) filed motions to clarify the appellate decisions issued against them 
in each of their cases, which are currently pending a decision. And the legal period for Mr. Marcelo 
Ferreira M. Costa (item 18) to file special appeals is still ongoing.  

Practice originating the 
contingency 

Supposed irregularities related to the 52 nd Extraordinary General Meeting of the members of the former 
independent exchange known as BM&F Mercantile and Futures Exchange, whose order of business was 
the decision concerning the proposed demutualization and subsequent spin-off of BM&F, th en a mutual 
association. The Plaintiffs also objected to the valuation of their membership certificates and the plan of 
substitution for shares of the resulting demutualized corporation.  

Prospects for a defeat  Remote 

Impact in case of a 
defeat 

Given the time elapsed since these actions were filed, and the general context within which these cases 
have been evolving, we understand that the worst -case scenario would be one in which we would be 
sentenced to pay compensation for losses. A decision annulling the demutualization decision at this point 
would be highly unlikely for it would be almost impossible to revert to pre -demutualization state of 
affairs. However, it is very difficult to estimate any amount as reasonable indemnity due to the  multiple 
factors that could be taken into account for this purpose. Thus, in the unlikely event we were to be 
defeated in any of these cases, the court decision would have to establish guidelines for calculation of 
the indemnity, as otherwise it seems impossible to assign value to the Plaintiffsô supposed losses. 

Provisioned amount No amount has been provisioned. 

(III.2)  

Repetitive Cases ï II  

Plaintiffs; original or 
appellate courts; 
case numbers 

1) Ordinary Action ï Case Record No. 583.00.2008.155287-5 ï 32nd Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage ï Appeal no. 9246473ï29.2008.8.26.0000 
(formerly case 994.09.320191-2), in the Court of Appeals of São Paulo ï Plaintiff: Lawrence Pih;  
2) Ordinary Action ï Case Record No.583.00.2008.155286-2 ï 37th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage ï Appeal no. 0155286-84.2008.8.26.0100 
(formerly case 990.10.141540-2), in the Court of Appeals of São Paulo ï Plaintiff: André Arantes;  
3) Ordinary Action ï Case Record No. 583.00.2009.119296-0 ï 21st Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage ï Civil Appeal No. 0289521-60.2009.8.26.0000 
(formerly 994.09.289521-0), in the Court of Appeals of São Paulo - Plaintiff: Chao em Ming.;  
4) Ordinary Action ï Case Record No.583.00.2009.113283-6 ï 13th Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage ï Appeal no. 0113283-80.2009.8.26.0100 
(formerly case 990.10.342920-6), in the Court of Appeals of São Paulo ï Plaintiff: Claudio Monteiro da 
Costa;  
5) Ordinary Action ï Case Record No. 583.00.2009.113286 ï 23rd Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: Fernando Alexandre Esborial;  
6) Ordinary Action ï Case Record No. 583.00.2009.113284-9 ï 2nd Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: Henrique S. Filho;  
7) Ordinary Action ï Case Record No. 583.00.2009.135484-1 ï 17th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: José Ginaldo de Souza;  
8) Ordinary Action ï Case Record No. 583.00.2009.113285-1 ï 42nd Lower Civil Court of the Central 
Courthouse of São Paulo, currently at the appellate stage ï Civil Appeal No. 9177337-08.2009.8.26.0000 
(formerly 994.09.276741-8), in the Court of Appeals of São Paulo ï Plaintiff: Seeich Abe. 
9) Ordinary Action ï Case Record No. 583.00.2010.184100-2 ï 18th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff:  Carlos Eduardo Miranda Teixeira;  
10) Ordinary Action ï Case Record No. 583.00.2010.184181-4 ï 25th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff:  Celso Rodrigues;  
11) Ordinary Action ï Case Record No. 583.00.2010.184093-9 ï 12th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff:  Correta Corretora;  
12) Ordinary Action ï Case Record No. 583.00.2010.184183-0 ï 38th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff:  Edilson Morais Alencar;  



2011 Reference Form ï BM&FBOVESPA S.A. - Bolsa de Valores, Mercadorias e Futuros (BVMF) 

25 

 

13) Ordinary Action ï Case Record No. 583.00.2010.184182-7 ï 10th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff:  Fabio Causso Feola;  
14) Ordinary Action ï Case Record No. 583.00.2010.184076-0 ï 27th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff:  Izael Camillo dos Anjos; 
15) Ordinary Action ï Case Record No. 583.00.2010.184060-0 ï 27th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff:  Marcos Bianco Bastos;  
16) Ordinary Action ï Case Record No. 583.00.2010.184085-0 ï 36th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff:  Roberto Allan de Moraes Barros;  
17) Ordinary Action ï Case Record No. 583.00.2010.184092-6 ï  42nd Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff:  Ronaldo Caire;  
18) Ordinary Action ï Case Record No. 583.00.2010.132917-9 ï  7th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff:  Sérgio Prado Frigo;  
19) Ordinary Action ï Case Record No. 583.00.2010.184067-9 ï 28th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff:  Henrique Bispo Pimentel;  
20) Ordinary Action ï Case Record No. 583.00.2010.184068-1 ï 36th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff:  Paulo Sérgio Albanezi;  
21) Ordinary Action ï Case Record No. 583.00.2010.184196-1 ï 11th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff:  Pedro Augusto Spínola;  
22) Ordinary Action ï Case Record No. 583.00.2010.184196-1 ï 4th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff:  Ulisses Sandes Cardoso. 

Defendant 
BM&FBOVESPA, as successor to BM&F Mercantile and Futures Exchange (a corporation, originally a 
mutual association) 

Amounts, assets or rights 
at risk 

Membership certificates held in the old São Paulo Commodities Exchange (Bolsa de Mercadorias de São 
Paulo), or  BMSP  

Purpose and principal 
related facts 

These are actions against BM&FBOVESPA, as successor to former BM&F Mercantile and Futures 
Exchange, seeking recognition of the ineffectiveness of  the provisions of a certain ñPartial Spin-Off 
Protocol and Justificationò entered into in September 2007 by and between the mutual association 
named BM&F and the corporation named BM&F S.A.  The Plaintiffs sustain that because the document 
contemplated the termination of the membership certificates in the mutual association named BM&F 
before the merger through consolidation with BMSP had been completed, this was in conflict with the 
provisions of a 1991 Memorandum of Understanding between BMSP and the mutual association named 
BM&F.  Every decision thus far rendered in these lawsuits (Lawrence Pih ï item 1; André Arantes ï item 
2; Chao em Ming ï item 3; Cláudio Monteiro da Costa ï item 4; and Seeich Abe ï item 8) held the 
actions invalid. However, the Plaintiffs appealed these decisions, which are now pending judgment by 
the Court of Appeals of São Paulo. 

Practice originating the 
contingency 

Supposed ineffectiveness of the provisions of the ñPartial Spin-Off Protocol and Justificationò entered into 
in September 2007 by and between the mutual association named BM&F and the corporation named 
BM&F S.A. The Plaintiffs argue that the ineffectiveness stems from the fact that the document addressed 
the termination of the BM&F membership certificates before the consolidation of BM&F and BMSP had 
been completed, which they allege to be inconsistent wi th the terms of  a 1991 Memorandum of Intent 
entered into by BM&F and BMSP. 

Prospects for a defeat  Remote 

Impact in case of a 
defeat 

Shares of BM&FBOVESPA (or the market value thereof) in the equivalent of the membership certificates 
of the mutual association named BM&F. 

Provisioned amount No amount has been provisioned. 

(III.3)  

Repetitive Cases ï II I  

Plaintiffs; original or 
appellate courts; 
case numbers 

1) Ordinary Action ï Case Record No. 583.00.2010.184098-2 ï 7th Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: Henrique Bispo Pimentel;  
2) Ordinary Action ï Case Record No. 583.00.2010.184069-4 ï 1st Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: Marcos Bianco Bastos;  
3) Ordinary Action ï Case Record No. 583.00.2010.184096-7 ï 2nd Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: Seeich Abe. 
4) Ordinary Action ï Case Record No. 583.00.2010.184097-1 ï 3rd Lower Civil Court of the Central 
Courthouse of São Paulo ï Plaintiff: Sérgio Carnelosso. 

Defendant BM&FBOVESPA and Association BM&F (as successors to BM&F, originally a mutualized entity . 

Amounts, assets or rights 
at risk 

The hypothetical present value of the purchase price attributable to certificates BM&F (then a mutualized 
entity) used to issue granting access rights for certain commodity traders to operate in the agricultural 
commodities market (called ñspecial agricultural commodities traderò) or, in the alternative, 10% of the 
special trader membership certificate (which granted both equity and market access rights).  

Purpose and principal These are actions against BM&FBOVESPA and Association BM&F which object to, and challenge, the 
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related facts cancellation of BM&F membership certificates attributable to ñSpecial Commodities Traderò at the time of 
the demutualization process, on the allegation that such cancellation hinged on the plaintiffsô consent or 
indemnity in the equivalent value . They seek to annul the cancellation or, in the alternative, as a 
secondary plea, to have BM&FBOVESPA and Association BM&F held liable for paying indemnification. 
These actions were filed in September 2010 for attributed value on the action of R$50,000.00.  Both 
BM&FBOVESPA and Association BM&F answered each of these lawsuits sustaining, as preliminary 
argument, insufficciency of action ( lack of legal grounds to substantiate the claim) and, on the merits, 
the invalidity of the claims, as the certificates had no intrinsic economic value, merely granting market 
access rights, which were sustained after the demutualization, the going -public process and, later, 
sustained by BM&FBOVESPA, as successor and market operator, through market access permits whose 
issuance grants trading rights. No decision has yet been entered in any of these suits.  

Practice originating the 
contingency 

Cancellation of BM&F certificates granting rights as ñspecial agricultural commodities traderò in the 
course of the demutualization process carried out in preparation of the subsequent corporate 
restructuring and going -private processes. In any event, after the demutualization, it was no longer 
necessary to hold a certificate in order for any brokerage or trader to be grante d market access rights. 

Prospects for a defeat  Remote 

Impact in case of a 
defeat 

Award for damages requiring payment of indemnification at the hypothetical present value of the 
purchase price attributable to ñspecial agricultural commodities traderò certificates or, in the alternative, 
10% of the special trader membership certificate . 

Provisioned amount No amount has been provisioned. 

 
4.7  Other material contingent liabilities not previously discussed .  

As of the date of this Reference Form neither we nor any of our subsidiaries has additional contingent liabilities other than the 
legal or administrative proceedings discussed under subsection 4.3 above.   
 

4.8  Information on the rules applying in the jurisdiction of the issuerôs home country, if based abroad, and 
on the rules applying in the foreign jurisdiction in which securities are held under custody.   

BM&FBOVESPA has been duly organized and is regularly existing under the laws of Brazil. Our stocks have been listed to trade 
on a stock exchange in our home country, under the jurisdiction of Brazil. As we have not registered securities elsewhere, th is 

subsection is not applicable to us. 
 
5.  Market risks  

5.1.  Quantitative and qualitative disclosure of exposure to market risks, including risks of changes in 
exchange rates and interest rates .  

The Brazilian government has exercised, and continues to exercise, sign ificant influence over the Brazilian 
economy, which could impact our business .  

The Brazilian government frequently intervenes in the domestic economy and occasionally makes significant changes in its 
policies and regulations.  

The Brazilian governmentôs actions to curb inflation and to implement other policies has in the past included increases in 
interest rates, changes in fiscal policy and tax regulations, price controls, currency devaluations, capital controls, and certain 
limits on imports of goods and  services.  Our business, financial condition, results of operations and cash flow, and the market 
price of our shares, could be adversely affected by changes in policies or regulations involving or affecting certain factors , 
including interest rates; fore ign exchange controls and restrictions on capital flows; fluctuations in exchange rates; inflation 
rates; liquidity in the domestic financial and capital markets; fiscal policy and taxation system; and other policy, social a nd 
economic developments in Brazil or affecting domestic economic conditions.  

Uncertainty over whether the Brazilian government will implement changes in fiscal policy, in taxation or the labor laws, or 
whether it will adopt a more restrictive interpretation of existing rules that  affect these or other factors in the future contributes 
to economic uncertainty and heightens market volatility, which could adversely affect the markets we operate, our business an d 
the operations of other market participants.  The Brazilian federal government  has, from time to time, intervened in the 
domestic economy and the capital markets and financial services industry.  Government intervention in the past has included 
changes in the taxation system, implementation of tax reforms, changes in tax rates and, occasionally, the creation of transitory 
taxes whose proceeds are allocated to funding certain government programs.  The effects of any of these or other changes 
involving taxation are difficult to quantify or predict.  In particular, changes in the charge  of tax on financial transactions and 

transactions in securities and derivatives could deter trading and adversely affect our business.  Additionally, the Brazilian courts 
or the federal revenue could adopt a more restrictive interpretation of existing tax  rules in the future, which could change the 
taxation system as currently applying to us and the capital markets.  

Inflation and government measures to curb inflation could significantly influence the domestic economic 
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landscape and adversely affect our res ults of operations.  

Brazil has in the past experienced extremely high rates of inflation.  Inflation, along with government measures to curb infl ation 
and speculation about future government actions, have significantly and negatively affected the Brazilia n economy in the past, 
contributing to economic uncertainty and heightened volatility in the Brazilian capital markets.  Future government measures to 
contain inflationary pressures, including cuts in interest rates, intervention in the foreign exchange ma rket and actions to adjust 
or stabilize the real, could negatively impact the domestic economy and our business. 

If Brazil again experiences high inflation, we may not be able to adjust the prices we charge our customers to offset the eff ects 
of inflation on our cost structure, which would cut down our net and operating margins .  

Political and economic developments and the perception of risk in other countries, especially emerging market 
countries, could adversely affect the Brazilian economy, our business and the market price of our shares.   

The market price of securities of Brazilian issuers is affected to varying degrees by the capital flows and the economic and 
market conditions in other countries, including other emerging market countries.  Heightened r isk aversion in our markets could 
have detrimental effects and push down the market prices of securities of Brazilian issuers.  

Exchange rate fluctuations could adversely affect our company and the market price of our shares.  

Over the past four decades the Brazilian government implemented a number of economic plans and different exchange rate 
policies, including sudden devaluations, periodic mini-devaluations (during which the timing of adjustments has ranged from 
daily to monthly), exchange controls, dual exchange rate markets and a floating rate system.  From time to time, there were 
significant fluctuations in Brazilian real exchange rate to U.S. dollar and other currencies.  

Depreciations of the Brazilian real relative to the U.S. dollar could create additional inflationary pressures in Brazil and lead to 
increases in interest rates, which would negatively affect the Brazilian economy as a whole, the trading activities on our st ock 
and contract markets and the market price of our shares.  

Additionally, depreciations of the Brazilian real could significantly impact the cost of our debt denominated in U.S. dollars 
and negatively affect the market value of our securities portfolios.  In contrast, the appreciation of  the Brazilian real relative 

to the U.S. dollar and other foreign currencies could result in deterioration of the Brazilian current accounts denominated in 
foreign currency and a slowdown in exports growth. Depending on the circumstances, a steep depreciation or appreciation 
of the Brazilian currency could materially and adversely affect the conditions for growth of the Brazilian economy, thereby 
affecting our strategic growth plans, our business, financial condition and results of operations.   

There have been from time to time significant fluctuation s in the Brazilian real exchange rate to the U.S. dollar and other 
currencies.  In 2002 the Brazilian real depreciated 52.3% against the U.S. dollar, partially due to political uncertainties a bout 
the presidential election and the effects of a global econo mic slowdown.  While the Brazilian real exchange rate appreciated 
against the U.S. dollar by 11.8%, 8.7%, 17.2% , 25.5% and 11.7% in 2005, 2006, 2007 and 2009 and 2010, respectively, in 
2008 it depreciated by 31.9% primarily due to the global financial crisis. We can give no assurances that the Brazilian real 
will depreciate or appreciate against the U.S. dollar in the future. As of December 31, 20 10, the PTAX selling rate compiled 
and released by the Central Bank was R$1.67/US$1.00.  

Moreover, in 2010, approximately 32.0% of our revenues from derivatives and 14.0% of  our overall revenues from trading 
fees were denominated in U.S. dollars, and correlated primarily with transactions in Fx futures and options, in particular 
where the underlying is the exchange rate for the Brazilian real against the U.S. dollar, and US dollar-denominated interest 
rate futures contracts.  Given that we charge fees in U.S. dollars for these contracts and options, appreciation of the 
Brazilian real against the U.S. dollar could discourage trading in these contracts and options, which would adversely affect 
our revenues and results of operations. 

Fluctuations in interest rates may negatively affect our business and results of operations . 

Since 2001 there have been frequent adjustments of the basic interest rate.  As a result, interest rates have fluctuated 
significantly.  During the second half of 2003 and first half of 2004 the basic interest rate was gradually cut by the Centra l 
Bank. Then, in August 2004, as a measure to curb inflationary pressures, the Central Bank raised the basic interest to 16% 
and again in May 2005 to 19.75% by year. Over the next two years, the favorable macroeconomic landscape and low and 
stable inflation, controlled through inflation targeting, drove the Cen tral Bank to resume the gradual cuts in interest rates, 
which in December 2005 and September 2007 had declined to 18% and 11.25%, respectively.  However, between April and 
June 2008, inflationary pressures and market expectations of a spike in inflation ra tes spurred 0.5% monthly jumps in the 
basic interest rate, which by June 2008 had climbed to 12.25% by year.  The 2008-2009 global financial crisis prompted 
measures to curb economic slowdown and expand credit availability, as well as another round of cuts  in the benchmark 
reference rate, or Selic rate, which by July 2009 had dropped to 8.75% per annum. This rate was sustained through April 
2010, when the Central Bank reversed this declining trend to increase the basic rate to 9.5% , then to 10.25% in June 2 010 
and 10.75% p.a. in July 2010, in an effort to curb the inflationary trend.  

High inflation and interest rates, as well as sudden shifts in monetary and other Brazilian government policies could materially 
and adversely affect economic growth and macroeconomic conditions in Brazil, which could lead to significant declines in the 
market prices of securities traded on Brazilian capital markets, in particular our equities and derivatives markets, thereby 
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materially and adversely affecting our revenues, financial condition and results of operations. 
 

Risks relat ing  to our role as Central Counterparty Clearing House ( CCP)  

Through our clearing facilities (derivatives, FX, debt securities and equities clearinghouses) we act as central counterparty 
(CCP) to ensure multilateral clearing and settlement  for the derivatives market (including futures, forward, options and swap 
markets), and the spot FX market, the government debt securities markets (cash, forward, and repo and securities lending 
markets) and, in additi on, for the equities markets (including cash, forward, options, futures and securities lending markets) 
and the private debt securities markets (cash and securities lending markets). We are directly or indirectly exposed to 
important credit risks, which ar e intrinsic to our role as central counterparty to clearing and settlement transactions and 
correlate with the roles of the following participants:  

 Clearing participants, clearing agents and participant brokerage firms that operate at our clearinghouses;  
 Customers of participant brokerage firms that operate at our clearinghouses; and  

 Financial institutions that are participants in our FX clearinghouse.  

A default by a clearing participant, clearing agent, brokerage firm or participant in our FX clearinghou se could correlated with 
factors as a bankruptcy, intervention, extrajudicial liquidation, lack of liquidity or operating failure, among other factors  beyond 
our control.  

While our clearing facilities are not directly exposed to market risks because they do not carry net long or short positions in 
any contract or financial asset traded on our markets, default by a market participant would entail our exposure to market 
risks associated with a third-party position which our clearinghouse would be required to  clear and settle, as it is pledges to 
do in any transaction where a participant acts as intermediation agent.   Market risks that correlate with exposure to third -
party positions include: 

 The market price of stocks and stock indices traded on our equities markets; 
 Liquidity and the value of collateral posted as margin and positions intermediated by market participants;  
 The Brazilian real to U.S. dollar exchange rate; 

 The interbank rate denominated in Brazilian reais; 
 U.S. dollar-denominated Brazilian yield curve (ñcupom cambialò) e 

 The market prices of agricultural commodities. 

The potential value at risk associated with these and other market risk factors essentially correlate with the value of open 
positions in default, and on the nature of collateral post ed as part of the risk management mechanisms adopted by our 
clearinghouses.  Typically, the prospects for materialization of risk associated with events of default are positively correl ated 
with the following factors:  

 Heightened volatility in market prices and rates, in particular those that define the value of securities and contracts 
cleared and settled in our systems;  

 Heightened degree of financial leveraging; 
 Uncertainties about macroeconomic conditions in Brazil and across the world;  
 Disruption of th e liquidity flows in local and international markets;  
 Developments in the local or international credit markets, which affect institutions the Central Bank considers to be 

systemically important;  
 Sudden political changes in Brazil or in advanced market economies; 

 Catastrophic events, such as natural disasters or war. 

Acting in the capacity of central counterparty, we absorb the risks of the counterparties in -between a trade transaction and 
its clearing and settlement, carrying out multilateral activities fo r financial settlement and clearing of securities and other 
financial assets, such that in the event of default we may have to resort to certain established safeguard mechanisms, or in 
extreme situations we may have to resort to our own net assets.  
 

Risks relat ing  to our financial investments  

In addition to the risks factors previously discussed, we are exposed to market risks that correlate with the normal course o f our 
business. These risks may affect us in different ways that essentially correlate with changes in rates and market prices, and our 
role as central counterparty to clearing and settlement transactions. The discussion below provides further information on th ese 
market risks. 

Interest rate risk  

Interest rate risk correlates with fluctuations in  interest rates in the future (at expiration) affecting the spread between interest -
earning assets and interest-bearing liabilities, with impact on the fair value of our transactions.  

Floating rate positions.  Given the advisability of, and need for securing immediate liquidity with as little as possible mismatch 
resulting from fluctuations in interest rates, our policy on financial investments calls for financial assets and liabilities  to track 
either floating or pegged rates.  The chart in subsection 5.2(d) of this Form, under the heading ñRisk Factors (consolidated 
data),ò sets forth consolidated data on investments in bank deposit certificates (CDBs, which track the interbank deposit rate), 
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and in government bonds, repo transactions, and units of open -ended funds benchmarked to the interbank deposit rate (DI) or 
the base interest rate (Selic rate).  This strategy mitigates the impact eventual fluctuations in interest rate may have on t he fair 
or present value of our financial assets and liabilities.  We consider exposure to interest rate volatility an important risk factor. 
Accordingly, consistent with the CVM requirement, we present the table below, which sets forth data concerning the impact on 
year-end interest income of 25% and 50% fluctuations in the Selic rate over a 3-month probable scenario. 

At December 31, 2010   Impact on interest income (3 month   probable scenario )  

 Risk factor  -50%  -25%  
Probable 
scenario  

25%  50%  

Financial investments (in R$ thousands) Selic rate (* ) ï CDI rate (** ) 44,497 66,094 87,282 108,079 128,502 

Assumed annualized rate  (%) Selic rate (* ) ï CDI rate (** ) 5.51% 8.27% 11.03% 13.79% 16.54% 

(* )     ñSelic rateò is the benchmark reference rate compiled and released by the Central Bank;  
(** )

 ñCDI rateò refers to Brazilôs overnight interbank deposit rate (known DI -Over) compiled by CETIP as the daily average annualized rate 

calculated by the number of business days in the month, of the one -day interbank deposit rates. CDIs are one-day interbank deposit certificates. 
 

Fixed rate positions: As part of our financial investments is pegged to fixed rates, so is our net exposure to interest rate risk 
inherent in these investments.  However, such as shown in the chart in subsection 5.2(d) of this Form, under the heading ñRisk 
Factors (consolidated data),ò we consider the impact of possible materialization of risk in these cases would not be material. 

Exchange rate risk 

Exchange rate risk correlates with exchange rate fluctuations affecting the purchase price of equipment and materials, the 
selling price of products and the price of transactions in financial instruments , where any of these prices is denominated in 
foreign currency. Fluctuations in foreign exchange rates may have a negatively impact on the equivalent value in Brazilian reais.   

In addition to receivables and payables denominated in foreign currency, which include interest payable under our global seni or 
notes, we also record foreign currency liabilities consisting of third -party collateral pledged by foreign investors to secure the 
settlement of transactions carried out on our markers, as well as our own financial resources located abroad.  As of December 
31, 2010, our net exposure to exchange rate risk amounted to negative R$1,820 thousand (versus positive R$16,930 thousand 
as of December 31, 2009 and positive R$30,165 thousand as of January 31, 2009.  However, per percentage data shown in the 
chart in subsection 5.2(d) of this Form, under the heading ñRisk Factors (consolidated data),ò we consider the impact of 
possible materialization of risk in these cases would not be material. 

Positions in inflation indexes and gold derivatives  

As a percentage of the total, pursuant to data set forth in the chart in subsection 5.2(d) of this Form, under the heading ñRisk 
Factors (consolidated data),ò we consider the impact of possible materialization of risk in these cases would not be material. 
 
5.2.  Market risk management policy  

a. risks against which protection through hedg ing  is sought  

1)  Our role as Central Counterparty Clearing House (CCP)   

Given that our clearing facilities are potentially subject to market risks associated default under third -party trade positions, our 
risk management systems take into account an extensive number of risk factors, whether or not associated with the ty pe of 

assets and contracts cleared and settled though our clearinghouses. Risk factors we take into account when assessing market 
and other risks have been discussed in item 5.1 above.  

2)  Risks related to our equity investment in the CME Group  

Starting from the issue date of our global notes, we have designated as hedging instrument that portion of the principal under 
the notes which correlates with changes in exchange rates in order to hedge the foreign currency risk affecting that portion of 
our investment in the CME Group Inc which attributable to the notional amount of US$612 million (a hedging instrument in a 
hedge of net investment in a foreign operation , per Note 7 to our financial statements as of and for December 31, 2010). 
Accordingly, we have adopted net investment hedge accounting pursuant to accounting standard CPC-38 (Financial 
Instruments: Recognition and Measurement), for which purpose the hedging relationship has been formally designated and 
documented, including as to (i) risk management objec tive and strategy for undertaking the hedge, (ii) category of hedge, (iii) 
nature of the risk being hedged, (iv) identification of the hedged item, (v) identification of the hedging instrument, (vi) e vidence 
of the actual statistical relationship between h edging instrument and hedged item (retrospective effectiveness test) and (vii) a 
prospective effectiveness test. 

Under CPC 38 (IAS 39) we are required to assess the hedge effectiveness periodically by conducting retrospective and 

prospective tests. On testing backward-looking effectiveness, we adopt the ratio analysis method, also called dollar offset 
method, as applied on a cumulative and spot-rate basis. We have tested the hedge effectiveness retrospectively and 
prospectively, having determined that at De cember 31, 2010, there was no realizable ineffectiveness. 

3)  Risks related to our financial investments   
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Our policy for investment of cash balances recommends that we focus on lower-risk investment alternatives, which 
translates into substantial portions inve sted in Brazil government bonds or repurchase agreements whose underlying are 
government bonds from our portfolio, which we originally acquire through investment funds or directly in the market.  In 
any event, our policy on investment of cash balances calls for preservation of capital and allocation of cash balances to 
conservative, highly-liquid, lower  risk financial investments readily convertible into cash. As a result, we customarily hold 
positions substantially consisting of Brazil government bonds which for the most part pay floating rates that track either 
the Selic rate or the CDI rate.  
 
b.  hedging strategies  

1)  Our role as Central Counterparty Clearing House (CCP)   

Hedging strategies we use are designed to cover potential losses related to our role as central counterparty ( CCP) to 
clearing and settlement transactions. These strategies correlate primarily with potential market risks intrinsic in our 
central counterparty activities and aimed to protect us against these risks.  The safeguard structure of a  clearing facility 
represents a set of resources and mechanisms we may use to hedge potential loss arising from failed delivery or 
settlement by one or more market participants.  The formation of these safeguard structures is contemplated under 
article 4 of Law No. 10,214 dated March 27, 2001, which governs activities performed by clearing and settlement facilities 
within the realm of the Brazilian payment system and the capital markets. At BM&FBOVESPA a risk management 
safeguard structure includes these safeguard mechanisms, a set of policies, standards, procedures and systems and 
practices. 

2)  Risks related to our equity investment in the CME Group  

As previously discussed, in July 2010 we issued global notes for a nominal amount of US$612 million, which mature in 
July 2010. The purpose of this bond issuance was to finance our purchase of additional shares in the CME Group, thereby 
increasing our aggregate holdings to 5% of the outstanding shares. Starting from the notesô issue date, we have 
designated as hedging instrument that portion of the principal under the notes which correlates with changes in exchange 

rates in order to hedge the foreign currency risk affecting that portion of our investment in the CME Group Inc which 
attributable to the notional amount of US$612 million (a hedging instrument in a hedge of net investment in a foreign 
operation, per Note 7 to our financial statements as of and for December 31, 2010). For additional information, see 
subsection 5.2(a) above.  

3)  Risks related to our financial i nvestments  

While for a relatively moderate portion of our financial investments (as set forth in subsection 5.2(c) below) we do seek hed ge 
protection through investing in exclusive investment funds, which is explained by the very low risk profile associate d the large 
portion which we do not hedge, we have nonetheless decided not to adopt hedge accounting.  
 
c. hedging tools used for protection  

1)  Our role as Central Counterparty Clearing House (CCP)  

Pursuant to our strategy which prefers solid mechanisms to mit igate exposure to potential materialization of risk intrinsic 
in our role as central counterparty to ensure multilateral clearing and settlement transactions, we have developed specific 
risk management systems and safeguard mechanisms for each of the clearing facilities we operate.  These systems and 

safeguard structures are described in detail in the operating regulations and procedure manuals adopted by each of these 
facilities.  In addition, these systems and structures have been tested and approved by t he Brazilian National Monetary 
Council (CMN) and the Central Bank pursuant to CMN Resolution No. 2,882/01 and Central Bank Circular Directive No. 
3,057/01. Data on key components of these safeguard structures are set forth below.  

Derivatives Clearinghouse 

 Collaterals pledged by participants of the derivatives clearinghouse (futures contracts and other derivatives) . 

The table below sets forth data on the positions in different types of collaterals pledged to our derivatives clearinghouse . 

 

Pledged collatera ls At December 31, 20 10  At December 31, 200 9  At December 31, 2008   

 (in R$ thousands)  (in R$ thousands)  (in R$ thousands)  

Brazil government bonds              76,979,261              53,754,858   89,760,722  

Bank letters of guarantee                3,538,492                1,479,341   3,690,835  

Stocks                4,934,328                3,351,593   2,678,991  

Bank Deposit Certificates (CDBs)                1,150,998                1,307,762   2,161,736  

Gold                   105,958                     60,865   319,831  

Cash collateral                   652,290                   555,106   327,644  

BM&F FoF  (FIC Banco BM&F)                  173,340                      95,595   78,130  

BB-BM&F Financial Investment Fund                             -                              -   29,049  



2011 Reference Form ï BM&FBOVESPA S.A. - Bolsa de Valores, Mercadorias e Futuros (BVMF) 

31 

 

(FIF BB-BM&F)  

Rural Commodity Notes (CPRs)                             -                         343   829  
       

 Total              87,534,667              60,605,463  99,047,767  
 

 At the derivatives clearinghouse, the intermediation agents to a transaction (brokerage firm and clearing participant) 
are co-liable for these transactions and for meeting margin calls.  

 Special Clearing Participant Fund (Fundo de desempenho operacional) ïDerivatives Clearinghouse. This special 
clearing participant fund (year -end positions amounting to  R$1,162,122 thousand (versus R$1,126,126 thousand in 
2009, R$1,145,908 thousand in 2008) was set up as a mutual fund to ensure the settlement of collateralized 
transactions in the event of default by one or more clearing participants and holders of access permits granting 
settlement and trading rights. The minimum contribution clearing participants are required to make to the fund vary 
in correlation to the type of settlement r ights (direitos de liquidação, or ñDLò) granted under the access permit issued 
to any particular clearing participant ( R$5,500 thousand, R$6,500 thousand and R$7,500 thousand for Type 1,Type 2 
or Type 3 settlement rights, respectively. The minimum contribu tion commodity brokerages are required to make to 
the fund amounts to R$6,000 for holders of permits granting full trading rights, and R$4,000 for holders of permits 
granting restricted trading rights (for trading in interest rate contracts, exchange rate contracts, equity index 
contracts).  Participants holding rights to trade in derivatives cleared and settled at our derivatives clearing facility 
contribute minimum R$3,000 thousand.  The minimum contribution for certain traders we define as óLocalsô amounts 
to R$1,600 thousand both in the case of locals holding full trading rights and holders of permits granting restricted 
rights to traded in interest rate contracts, exchange rate contracts and equity index contracts. Finally, permit holders 
with rights to  trade in other futures contracts cleared and settled at our derivatives clearing facility contribute 
minimum R$1,000 thousand;  

Contributed assets  At December 31, 2010   At December 31, 2009   At December 31, 2008  

 (in R$ thousands)  (in R$ thousands)  (in R$ thousands) 

Brazil government bonds  921,678                   859,804   863,451 

Bank letters of guarantee  172,210                   156,200   160,730 

Bank Deposit Certificates (CDBs)  52,801                     81,310   98,683 

Stocks  15,358                     20,098   17,647 

BM&F FoF (FIC Banco BM&F) -                      1,781   4,177 

Gold  -                         582   - 

Cash collateral  75                      6,351   1,220 
      

Total contributions  1,162,122                1,126,126   1,145,908 
      

Minimum membership contribution  of 
clearing agents and trading participants  

     

(989,200)               (1,009,500)  (1,026,700) 
      

Surplus contributions  172,922                   116,626   119,208 

 

 Agribusiness Operating Fund (Fundo de operações do mercado agropecuário) ï Derivatives Clearinghouse.  This fund 
(R$50,000 thousand as of December 31, 2010, 2009 and 2008) was set up as a safeguard mechanism for the 

settlement of transactions in agricultural commodities;  

 Clearing Participant special fund (Fundo especial dos membros de compensação) ï Derivatives Clearinghouse.  This 
special clearing fund (R$40,000 thousand as of December 31, 2010, 2009 and 2008) was set up to ensure settlement 
of transactions, regardless of the type of contract being settled;  

 Clearing Fund (Fundo de liquidação de operações) ï Derivatives Clearinghouse.  This clearing fund (R$408,509 
thousand as of December 31, 2010 versus R$378,113 thousand and R$387,236 thousand as of December 31, 2009 
and 2008, respectively) was set up to ensure settlement of transactions registered and accepted at the derivatives 
clearinghouse in the event of default by one or more clearing agents, if other safeguard mechanisms run out of 
assets with which to ensure clearing and settlement and completed. The minimum individual contributions amount to 
R$2.000 thousand, R$3.000 thousand and R$4.000 thousand, for holders of access permits granting Type 1, Type 2 
and Type 3 settlement rights.  Moreover, each clearing participant is required  to pay R$500 thousand by designated 
holders of trading rights for whose activities the clearing participant undertakes certain responsibilities.  

Contributed assets  At December 31, 2010   At December 31, 2009   At December 31, 2008  

 (in R$ thousands)  (in R$ thousands)  (in R$ thousands) 

Brazil government bonds  354,256                   314,304   324,979 

Bank letters of guarantee  35,012                     33,000   30,000 

Bank Deposit Certificates (CDBs)  14,700                     20,200   18,560 

Stocks  4,541                      6,634   7,763 
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Gold  -                      2,925   1,928 

Cash collateral -                      1,050   4,005 

BB-BM&F Financial Investment Fund  
(FIF BB-BM&F) 

-                             -   1 

      

Total contributions  408,509                   378,113   387,236 
      

Minimum membership contributions from 
clearing agents and trading participants 

(313,000)                 (319,500)  (333,500) 

      

Surplus contributions  95,509                     58,613   53,736 

 Pursuant to article 5 of Law No. 10,214 dated March 27, 2001, and article 19 of Central Bankôs Circular Directive No. 

3,057 dated August 31, 2001, which govern and regulate activities by clearing and settlement facilities within the 
realm of the Brazilian payment system and the capital markets, as of December 31, 2010 our derivatives 
clearinghouse operated with especially allocated net assets worth R$34,807 thousand (versus R$31,678 thousand and 
R$28,808 thousand in 2009 and 2008, respectively).  

 

Equities Clearinghouse 

 Collaterals pledged by participants of the equities clearinghouse (stocks, equity securities and private debt securities); 

Collaterals  At December 31, 2010   At December 31, 2009   At December 31, 2008  

 (in R$ thousands)  (in R$ thousands)  (in R$ thousands) 

Brazil government bonds  22,749,941              15,665,732   10,185,946 

Stocks  25,809,847              17,208,344   9,101,835 

Foreign government bonds  736,905                1,944,896   1,219,499 

Bank Deposit Certificates (CDBs)  580,066                   997,944   467,649 

Bank letters of guarantee  448,054                   296,442   239,625 

Cash collateral 235,806                   247,477   101,927 

Gold  4,955                      2,476   25,958 

BB-CBLC Financial Investment Fund 
(FIF BB-CBLC) 

6,092                      8,179   6,140 

Other  130,873                     65,884   132,692 
      

Total  50,702,537              36,437,374   21,481,271 

 

 At the equities clearinghouse, the intermediation agents to a transaction (brokerage fi rm and clearing participant) are co -
liable for these transactions and for meeting margin calls.  

 Settlement Fund (Fundo de liquidação) - Equities Clearinghouse. As of December 31, 2010, the settlement fund ha d 
contributed assets worth R$485,409 thousand (versus R$322,268 thousand and R$350,209 thousand in 2009 and 2008, 
respectively) as a result of contributions from clearing and settlement agents for assurance of completion of clearing and 
settlement transactions; 

Contributed assets  At December 31, 2010   At  December 31, 2009   At December 31, 2008  

 (in R$ thousands)  (in R$ thousands)  (in R$ thousands) 

Brazil government bonds  485,409                   322,261   190,629 
BM&FBOVESPA investments in exclusive funds, 
Brazilôs bonds and repo transactions 

  -  159,580 

Cash collateral  -                             7   - 
      

Total contributions  485,409                   322,268   350,209 
 

 Pursuant to article 5 of Law No. 10,214 dated March 27, 2001, and article 19 of Central Bankôs Circular Directive No. 3,057 
dated August 31, 2001, which govern and regulate activities by clearing and settlement facilities within the realm of the 
Brazilian payment system and the capital markets, as of December 31, 2010 our equities clearinghouse operated with 
especially allocated net assets worth R$37,210 thousand (versus R$33,877 thousand and R$30,374 thousand in 2009 and 
2008, respectively.  

 

FX Clearinghouse 

 Collaterals pledged by FX market participants; 

Collaterals  At December 31, 2010   At December 31, 2009   At December 31, 2008  

 (in R$ thousands)  (in R$ thousands)  (in R$ thousands) 

Brazil government bonds  3,855,147                3,766,090                 3,550,223  

Cash collateral 66,520  -  174,060 
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Total contributions 3,921,667  3,766,090  3,724,283 

 Participation fund (Fundo de participação) ï FX Clearinghouse. The participation fund (year -end positions amounting to 
R$162,235 thousand versus R$154,056 thousand and R$140,584 thousand in 2009 and 2008, respectively) was set up to 
cover financial losses resulting from risks related to the banking operations in our FX clearinghouse. Bank contributions 
may be in the form of currencies or financial instruments ; 

Contributed assets  At December 31, 2010   At December 31, 2009   At December 31, 2008  

 (in R$ thousands)  (in R$ thousands)  (in R$ thousands) 
      

Brazil government bonds  162,235                   154,056                    140,584  

 Operating Fund ï FX Clearinghouse.  The operating fund was set up to cover losses from failed executions and participant 
clerical errors during the trading cycle.  As of December 31, 2010, 2009 and 2008 the fund held contributed assets worth 
R$50,000 thousand; 

 Guarantor fund for the spot U.S. dollar pit (Fundo garantidor da roda de dólar pronto) ï FX Clearinghouse.  Starting 
from mid-2009, this fund was discontinued.  Contributions to the guarantor fund formerly included deposits in cash and 
assets made by us and participants to cover financial losses resulting from mistakes or clerical errors during the trading 
cycle, as from exchange rate fluctuations between a trade on the spot U.S. dollar pit and the final acceptance by the 
bank for which the trade was intended.  As of June 30, 2009, when we shut down the trading floor and the spot pit, this 
fund was discontinued. Total contribut ed assets then amounted to R$27,759 (as of that date  our contributions t otaled 
R$15,000); 

Contributed assets  At December 31, 2010   At December 31, 2009   At December 31, 2008  

 (in R$ thousands)  (in R$ thousands)  (in R$ thousands) 

Brazil government bonds                             -                              -   13,812 
Bank letters of guarantee                             -                              -   240 
Cash collateral                            -                              -   480 
BM&FBOVESPA contribution                             -                              -   15,000 
      

Total contributions                             -                              -   29,532 

 Pursuant to article 5 of Law No. 10,214 dated March 27, 2001, and article 19 of Central Bankôs Circular Directive No. 3,057 
dated August 31, 2001, which govern and regulate activities by clearing and settlement facilities within the realm of the 
Brazilian payment system and the capital markets, as of December 31, 2010 our FX clearinghouse operated with especially 
allocated net assets worth R$34,848 thousand (versus R$31,714 thousand and R$28,808 thousand in 2009and 2008, 
respectively).   

 

Debt Securities Clearinghouse 

 Collaterals pledged by participants in the bonds market;  

Col laterals  At December 31, 2010   At December 31, 2009   At December 31, 2008  

 (in R$ thousands)  (in R$ thousands)  (in R$ thousands) 
      

Brazil government bonds  928,786                   832,125                    1,423,484  

 Operating Fund ï Debt Securities Clearinghouse.  The operating fund was set up to cover losses from failed executions and 
participant clerical errors during the trading cycle.  As of December 31, 2010, 2009 and 2008 the fund held contributed 
assets worth R$40,000 thousand;  

 Pursuant to article 5 of Law No. 10,214 dated March 27, 2001, and article 19 of Central Bankôs Circular Directive No. 3,057 
dated August 31, 2001, which govern and regulate activities by clearing and settlement facilities within the realm of the 
Brazilian payment system and the capital markets, as of December 31, 2010 our Debt Securities clearinghouse operated 
with especially allocated net assets worth R$24,536 thousand (versus R$22,373 thousand and R$20,277 thousand in 2009 
and 2008, respectively).   

 

2)  Risks related to our equity investment in the CME Group  

In order to hedge the foreign currency risk affecting that portion of our investment in the CME Group Inc which is attributable 
to the notional amount of US$612 million , and correlates with the nominal amount of our July 2010 bond issuance whose 
proceeds funded said portion of our investment in CME shares, we have designated the latter a hedging instrument in a hedge 
of net investment in a foreign operation  (per Note 7 to our financial statements as of and for Decem ber 31, 2010) that portion 

of the principal under the global notes which correlates with changes in exchange rates. Accordingly, we have adopted net 
investment hedge accounting pursuant to accounting standard CPC-38 (Financial Instruments: Recognition and Measurement). 
For additional information on the hedge accounting , see subsection 5.2(a) above.  

3)  Risks related to our financial investments  
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Derivative financial instruments in which we transact include futures contracts and options based on the local inter est 
rate, which are recognized at their market value.  These financial instruments make part of the portfolios of exclusive 
funds, which were consolidated and are user with the aim of covering exposure to fixed rate risks by acquiring a similar 
position in floating rate (CDIs) contracts. The table below sets forth our hedged position as of December 31, 2010.  

   Year ended December 31, 2010  

  Benchmark  
 

Market price  
 

Accumulated result  

 (in R$ thousands)  (in R$ thousands)  ((in R$ thousands) 

Interest rate     
 

  
 

  
Futures contract ï short position (10,094) 

 
(10,768) 

 
(186) 

          

LTN (National Treasury Bills) 11,038  
 

11,454  
 

214  
          

Net position  944   686   28  

 

d.  guidelines adopted in managing these risks  

1)  Our role as Central Counterpar ty Clearing House (CCP)  

The safeguard structures we adopt at our clearing facilities are based to a large extent on a loss sharing model known as 
Defaulter Pays, pursuant to which any shortfall in settlement obligations is apportioned either on the basis t hat this is covered 
by the defaulting party (ódefaulter paysô model) or absorbed by the participants in the clearing arrangement, which for this 
purpose will have put up collateral, on which we and they rely to absorb possible losses from default.  As a re sult, our margin 
requirements and margin calls constitute key components of the risk management structure we adopt to tackle risk exposure 
inherent in our role as central counterparty to multilateral clearing and settlement transactions.  

For most contracts and transactions in financial assets we calculate and size margin so as to cover the market risks inherent in 
the relevant transaction, i.e., price volatility over an expected time horizon, which is the expected timeline to settlement of 
positions by a potentially defaulting participant. This time horizon varies in correlation to the nature of a contract or the 

financial asset for which margin requirements are calculated.  

Typically, the models we use in margin requirement calculation are based on stress testing.  Stress testing uses a particular 
methodology to gauge market risk considering not only recent historical price volatility, but also the possibility that unexp ected 
events could modify historical price and market patterns.  

The main parameters we use in margin calculation models are stress scenarios defined by our market risk committee for those 
market risk factors that affect the prices of contracts and assets traded on our markets.  In defining stress scenarios, the 
market risk committee adopts a combination of quantitative and qualitative analysis. Quantitative analysis is conducted with the 
support of statistical models of risk estimation, such as the Extreme Value Theory (EVT), estimation of implied volatilities,  and 
GARCH family models, besides historical simulations.  Qualitative analysis in turn considers aspects related to the domestic and 
international economic outlook and political landscape, as well as possible impacts on the markets we operate. 

2)  Risks related to our equity investment in th e CME Group  

For net investment hedge accounting, we adopt the guidelines and parameters provided by accounting standard CPC-38 (IAS 
39) (Financial Instruments: Recognition and Measurement).  Accordingly, we have formally designated and documented the 
hedging relationship as a hedging instrument in a hedge of net investment in a foreign operation , and assess the hedge 
effectiveness periodically by conducting retrospective and prospective tests. For more information, see subsection 5.2(a) above.   

3)  Risks relat ed to our financial investments  

Our risk management policy calls for cash balances to be invested in low-risk investment alternatives, earning floating or fixed 
interest rates. This strategy mitigates the impact eventual fluctuations in interest rate may have on the fair or present value of 
our financial investments.  

The table below sets forth data on exposure to market risk factors related to financial instruments, which we use to structur e 
financial investment strategies: 

 

Risk Factors (consolidated dat a)  

Financial element  
Risk factor  

base: December 2010  
Percentages at December 31  

2010  2009  2008  

CDIs A fall in CDI rates 99.35% 98.03% 96.68% 

Fixed interest rate A rise in fixed rate 0.35% 1.27% 1.78% 

Gold  A fall in market price 0.25% 0.20% 0.17% 

Exchange rate (USD) Appreciation of BRL to USD rate 0.05% 0.50% 1.37% 

Inflation rate  A fall in inflation rate  0.00% 0.00% 0.00% 
     

  100.00% 100.00% 100,00% 
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e. in case the issuer transacts in financial instruments other than to hedge risks, identify  the purposes of 
said transactions;  

1)  Our role as Central Counterparty Clearing House (CCP)  

Such as previously discussed, our clearing facilities do not carry net long or short positions in any contract or financial asset 
traded on our markets. In addition,  these clearing facilities do not trade in other markets seeking to hedge positions.  

2)  Risks related to our equity investment in the CME Group  

Not applicable.  

3)  Risks related to our financial investments  

While we do not seek hedge protection for a significant portion of our financial investments , because of the very low risk profile 
associated with them, we do hedge certain positions representing a relatively moderate portion of our financial investments, 
such as set forth in subsection 5.2(c) above, and in these cases we consistently transact in financial instruments that provide 
hedging protection.  
 

f.  organizational risk management and control structure  

1)  Our role as Central Counterparty Clearing House (CCP)  

Risk management policies adopted at our clearing facilities are established by our market risk committee use in line with the 
guidelines and framework set by our board and executive officers.  

In May 2009 we established the Risk Committee as a board advisory body whose primary responsibilities include monitoring 
economic and market developments, and evaluating and accessing market, liquidity, credit and systemic risks related to 
markets we operate and manage, substantially through a strategic and structural approach.  The risk committee is composes 
of four members, including the chairman and independent directors. Currently appointed members of our risk committee 
include Arminio Fraga Neto (independent director and chairman of our board), José Roberto Mendonça de Barros 
(independent director),  Julio de Siqueira Carvalho de Araújo (director) and Luis Stuhlberger (director) . 

Under our bylaws, the market risk committee is a body whose members include the chief executive for risk management and 
the clearing and depository facilities, the chief operations office r, the chief product development officer,  the risk management 
officer, settlements officer, operating officer, strategy and planning officer, products of derivatives officer, corporate risk and 
fixed income and FX officer. The responsibilities of the market risk committee include (i) assessing the domestic policy and 
macroeconomic conditions and their impact on the markets we operate; (ii) determining the models we use for margin 
requirement calculation and for control of the intraday risk underlying transa ctions carried out in our markets; (iii) setting 
parameters for these models, in particular stress scenario parameters for each type of risk factor; (iv) establishing the lis t of 
acceptable collaterals, and the collateral valuation methods, usage limitations and risk-based haircuts; and (v) other research 
and analyses. 

Our risk management officer is responsible for executing the risk management policies set by the market risk committee in 
connection with our activities as central counterparty to multilatera l clearing and settlement transactions, and responsible also 
for continually monitoring policy suitability vis -à-vis current market conditions.  As of December 31, 2010, our risk management 
department included 38 active employees. 

2)  Risks related to our equi ty investment in the CME Group  

We systematically monitor the hedge effectiveness retrospectively and prospectively relative to the hedging instrument in a 
hedge of net investment in a foreign operation , according to accounting standard CPC-38 (IAS 39). This is done because we 
have adopted net investment hedge accounting, the objective being to hedge the foreign currency risk affecting that portion of 
our investment in the CME Group Inc which is attributable to the notional amount of US$612 million , which correlates with the 
nominal amount of our July 2010 bond issuance whose proceeds funded said portion of our investment in CME shares, and 
also, more specifically, with that portion of the principal under the global notes which correlates with changes in exch ange 
rates. This we have formally designated a hedging instrument in a hedge of net investment in a foreign operation, and are 
required to test for effectiveness. For more information, see subsection 5.2(a) above.  

3)  Risks related to our financial investment s  

Our policy on financial investments was established by our board of directors. Management routinely monitors our financial 
investments and compliance with the policy. 
 

g.  suitability of the operating structure and internal controls for assessment of the  effectiveness of the risk 
management policy   

1)  Our role as Central Counterparty Clearing House (CCP)  

Such as discussed in the preceding item, the decision-making structure related to risk management processes associated with 
our role as central counterparty  to multilateral clearing and settlement transactions involves a number of professionals at 
different levels (strategic, management, operational), from different departments and practice areas, and is instrumental in 
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prompting awareness and adherence to the policiesô guidelines and standards, in addition to spurring objective and sharp 
evaluations of effectiveness. 

2)  Risks related to our equity investment in the CME Group  

We systematically monitor the hedge effectiveness retrospectively and prospectively relative to the hedging instrument in a 
hedge of net investment in a foreign operation, according to accounting standard CPC-38 (IAS 39). This is done because we 
have adopted net investment hedge accounting, the obje ctive being to hedge the foreign currency ri sk. For more information, 
see subsection 5.2(a) and (f) above.  

3)  Risks related to our financial investments  

We routinely and systematically monitor, and periodically evaluate our financial investments, review and consistently seek to 
improve our internal controls operating structure to ensure our policies are adequately and effectively implemented. 
 

5.3.  Significant changes in exposure to primary market risks or the risk management policy in the last year  

1)  Our role as Central Counterparty Clearing House (CC P) 

There have been no significant changes to the key risk factors related to our activities as central counterparty (CCP) to 
multilateral clearing and settlement transactions. 

2)  Risks related to our equity investment in the CME Group  

There have been no changes related to the principal market risk factors related to the net investment in a foreign operation 
which we hedge as previously discussed (see subsection 5.2(a) above).  We have tested the hedge effectiveness retrospectively 
and prospectively, having determined that at December 31, 2010, there was no realizable ineffectiveness.  

3)  Risks related to our financial investments  

There have been no changes in our exposure to market risks associated with our financial investments. 
 

5.4.  Additional information deem ed to be material.   

Other than as discussed above, there is no additional information on market risks which has not been discussed in this Section 5.   
 
6.  Corporate history  

6.1.  I ncorporation  

Date: December 14, 2007, is the date of incorporation of T.U.T.S.P.E. Empreendimentos e Participações SA , the company 
which originated BM&FBOVESPA. In its current configuration, BM&FBOVESPA SA ï Securities, Commodities and Futures 
Exchange is the result of the integration of the Brazilian Mercantile & Futures ExchangeïBM&F SA and BOVESPA Holding SA, as 
approved by their respective Extraordinary General Meetings of Shareholders held on May 8, 2008. 

Corporate type:  Corporation (under Brazilian law, a companhia) 

Country of incorporation:  Brazil 

6.2.  Term of duration  

The Company has been established for an indefinite period of time.  

6.3.  History  

BM&FBOVESPA is the company that emerged from the integration process that through certain merger transactions combined 
two formerly independent exchanges, i.e., the futures and comm odities exchanged known as BM&F and the São Paulo stock 
exchange operated by BOVESPA Holding. The corporate restructuring process that implemented the integration process w as 
approved at extraordinary shareholdersô meetings held on May 8, 2008. Set forth below is a brief history of each of these two 
formerly independent exchanges and ours, as BM&FBOVESPA.  

Since this integration process we have, for convenience, grown used to referring to markets previously operated by Bovespa as 
our ñBovespa Segment,ò meaning exchange and OTC markets for the trading of stocks, other equity securities and equity 
derivatives, in addition to  corporate debt securities traded on the fixed income market.  Likewise, we now use ñBM&F Segmentò 
when referring to markets previously operated by BM&F as an independent exchange, i.e., derivatives markets for options, 
forwards and futures contracts based on financial and cash-settled commodities, metals, energies, stock indexes, exchange 
rates and so forth.  

BM&F Segment history   

BM&Fôs trajectory of success and unprecedented accomplishments started in January 1986 out of its founding membersô 
realization that it was high time for the local markets embrace some of the risk-transfer instruments and derivatives dealing 
practices of major international markets, such as the U.S. and the U.K. markets.  In the early 1990s, BM&F and the São Paulo 
commodities exchange, or BMSP, agreed a merger which strengthened its position in the domestic market and ultimately 
consolidated BM&F as a major Latin American venue for the trading of derivatives and commodities.  
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Then, in 1993, in a move to  narrow its relationship with foreign exchanges and regulatory agencies, it created BM&F USA Inc., 
based in New York City, to act as representative office and, among o ther things, identifying opportunities for strategic alliances. 

In 2002, aiming to structure integrated multi-asset market solutions, BM&F acquired a controlling interest in the Rio de Janeiro 
Stock Exchange (BVRJ) and coordinated the creation of the Brazilian Commodities Exchange, or BBM, based in Rio de Janeiro. 
In addition, it introduced the foreign exchange clearing house, made possible in the aftermath of the Brazilian governmentôs 
initiative to remodel the Brazilian Payment System. The FX clearing house was followed in 2004 by a clearing house for debt 
securities, including government bonds, and the organization of the BM&F Settlement Bank, both of which widened the scope of 
the strategic position BM&F now occupied in the Brazilian capital markets. 

Until 2007 BM&F had been operating as a not-for-profit mutual association whose membership was composed of brokers and 
broker-dealers holding market access rights. A demutualization process began in 2007 in preparation of a going public process. 
At the time, the membersô equity rights were detached from the  market access rights and ultimately converted into equity 
interest in the shares of the for profit corporation (BM&F) that emerged from the corporate restructuring process that followed 
the demutualization.  

BM&F was now oriented towards strengthening the business and building long-term shareholder value. As part of these 
objectives, on September 20, the shareholders of BM&F authorized the management to pursue an initial public offering. I n 
addition, also in September 2007, General Atlantic LLC and BM&F agreed an acquisition agreement whereby General Atlantic 
purchased a 10% interest in BM&F shares worth R$1.0 billion. . One month later, in October, BM&F and the CME Group agreed 
a partnership involving a cross-investment arrangement and the interconnection of their communications networks for adoption 
of two-way order routing systems so investors in both countries could trade in each otherôs products. The order routing system 
now includes Bovespa segment listings and, in addition, in February 2010 the scope of the partnership with CME has been 
widened, as set forth below under ñBM&FBOVESPA History.ò  

Finally, in November 30, 2007, BM&F shares started trading under ticker symbol ñBMEF3ò on the Novo Mercado listing segment 
of the Sao Paulo Stock Exchange (BOVESPA).  Since August 20, 2008, after the integration with BOVESPA completed, and the 
shares had been converted at a 1:1 ratio, BM&FBOVESPA shares trade under ticker symbol ñBVMF3.ò 

BOVESPA Segment history 

BOVESPAôs origin dates back to 1890 when Bolsa Livre was created. Beginning in the 1960s, BOVESPA became a mutualized 
not-for-profit stock exchange, whose membership comprised securities brokers and broker-dealers holding both equity and 
market access rights. Also in the 1960s, when new legislation was enacted to regulate the Brazilian capital markets, the name 
Sao Paulo Stock Exchange was adopted.  

The Bovespa Index (Ibovespa) was launched in 1968 as an indicator of average market behavior. The integrity of it s historical 
series has been maintained since its inception, with no any methodology modifications. 

In the 1970s the stock exchange implemented an automated system for the registration of trades . In addition, price quotes and 
other market data regarding listed securities began to be promptly disseminated in electronic form. By the late 1970s BOVESPA 
pioneered the trading of stock options.  

Early in the 1980s two key factors were decisive in further driving development within the realm of the stock market : one was 
introduction of mutual funds, including equity -oriented funds and pension funds, and two, the transition to an electronic 
booking system for the securities custody services, which contributed to more efficient clearing and settlement processes 

ultimately boosting liquidity.  

In the early 1990s BOVESPA introduced a computer-assisted trading system, or CATS, developed by the Toronto Stock 
Exchange, which operated in conjunction with the open outcry trading sessions, using remote terminals installed in th e facilities 
of its broker members. By the mid-1990s the electronic trading system was replaced by an advanced system developed by the 
then Paris Bourse (currently NYSE Euronext). In addition, the Brazilian Clearing and Depository Corporation (CBLC) was 
organized to operate as central securities depository and tackle the clearing process, for which banking institutions were 
authorized to operate as clearing agents.  

Later, in 2000, in an effort to drive growth in the domestic stock market and consolidate all Brazilian equity trading in a single 
exchange, BOVESPA led an integration program with the other eight stock exchanges then active in Brazil to become the only 
local exchange operator for equities, accessed by brokers all over the country. During the int egration process, BOVESPA 
acquired the Settlement and Custody Company (CBLC), which was then in charge of settlement and custody services for 
securities traded on the Rio de Janeiro Stock Exchange (BVRJ). 

Moreover, in the same year BOVESPA launched three special listing segments that adopted additional and more stringent 
corporate governance requirements, i.e.,  the Novo Mercado and Corporate Governance Levels 1 and 2. In 2001 it launched 
BOVESPA FIX, an electronic platform for the trading of fixed -income securities, and in 2002, with the takeover of SOMA, an OTC 
market, BOVESPA expanded operations, organized the market, which grew to concentrate all local trading in OTC equities and 
equity-based securities. Then, in September 2005 BOVESPA closed its trading floor and became a fully-integrated electronic 
market. 
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On August 28, 2007, the demutualization of BOVESPA was approved, equity and market access rights were detached in 
preparation of the ensuing corporate restructuring process, upon whose implementation all of the former members and 
shareholders of BOVESPA and CBLC became shareholders of BOVESPA Holding. In October 2007 the initial public offering of 
BOVESPA Holding launched and the shares first traded on the Novo Mercado segment under ticker symbol BOVH3.  

Later, in May 2008, the integration with BM&F (futures and commodities exchange) was approved, a merger and corporate 
restructuring process ensued, and on August 20, 2008, the shares of Bovespa Holding were converted into shares of 
BM&FBOVESPA, the combined company that emerged from the process, at a ratio of 1:1.42485643 common shares (ticker 
symbol BVMF3) plus 0.1 preferred share. These preferred shares were subsequently redeemed at a price of R$17.15340847 per 
preferred share.  

BM&FBOVESPA history 

BM&FBOVESPA was incorporated on December 14, 2007, as a holding company existing under the name T.U.T.S.P.E. 
Empreendimentos e Participações SA.  Shareholder action decided on April 8, 2008, changed the corporate name to Nova  
Bolsa SA., meaning the New Exchange. 

On May 8, 2008, the integration process that combined the activities of BM&F and BOVESPA Holding was approved. The 
ensuing corporate restructuring process included a merger of BM&F assets and liabilities into Nova Bolsa SA; a merger of the 
shares of BOVESPA Holding into Nova Bolsa SA, and adoption of the corporate name BM&FBOVESPA SA ï Bolsa de Valores, 
Mercadorias e Futuros (Securities, Commodities and Futures Exchange). 

This combined company gave rise to one of the largest exchanges across the world by market capitalization, the second 
exchange in the Americas and leading exchange in Latin America. BM&FBOVESPA adopts a fully integrated business model, 
which comprises the entire chain of trading, clearing and settlement, risk management, CCP and CSD, through integrated, fully-
electronic systems, based straight-through processing. As a result, beyond offering a fully-integrated and automated venue for 
the trading of stocks and other equity and debt securities, including government bonds, ETFs, equity, fin ancial and commodity 
derivatives and other financial instruments, on cash, futures, options and forward markets , BM&FBOVESPA also offers listing 
services for issuers and ETFs, operates market data sales and distribution services, index production, system and software 
development, and technology enhancements, in addition to operating a central securities depository (CSD) and complete 
custody system. Furthermore, BM&FBOVESPA operates four clearing houses (equities, derivatives, debt securities and forex) for 
the clearing and settlement of transactions carried out on markets it operates , and in doing so it acts as central counterparty 
clearing house, provides risk management and securities lending services and operates safeguard mechanisms to ensure 
customer market participants and investors are provided with  a modern and efficient structure for  their dealings.  

In its present configuration, BM&FBOVESPA provides customer market participants and investors with a wide array of 
transaction possibilities ranging from buy and sell trades, execution of hedging strategies, arbitrage between markets or 
financial assets, leverage techniques, portfolio diversification and so forth.  

In February 2010 we agreed the Term Sheet of a 15-year global preferred strategic partnership with the CME Group (1) for the 
two exchanges to cooperate in identifying and pursuing opportunities for co -investment in, and joint commercial partnerships 
with, third -party international exchanges on a shared and equal basis; (2) for the two exchanges to combine efforts for joint 
development of a multi -asset class electronic trading platform; and (3) for us to acquire additional shares in CME and increase 
to 5% our total ownership interest in CME shares, an aggregate investment of approximately US$1 bil lion, and (4) for us to 
designate a representative to be elected to the CME Board. The transaction was approved in an extraordinary general meeting 

held in April 20, 2010. 

On June 22, 2010, we executed the definitive agreements with the CME Group, and in July, following completion of a US$612 
million bond offering, the proceeds thereof were use in the purchase of an additional 3.2% interest in CME shares, thus totaling 
a 5% aggregate ownership interest and reportedly becoming the largest CME shareholder. As result, beginning from July 2010, 
we now account for this investment under the equity method of accounting (a 5% interest in CME ôs shareholdersô equity), and 
recognize gains and losses from investment in associate through profit or loss (in the statement of income).  

Furthermore, the joint development and implementation of a multi -asset class electronic trading platform, which will include 
acquiring the technology and related intellectual property  licensing, are set to take place on a phased basis. For completion, we 
estimate investments on the order of US$175.0 million over the coming 10 years (meaning present value of US$100.0 million). 
For information on our product offerings, see section 7 of this Form.  

6.4.  Registration as a public company   

Dated August 12, 2008, the Brazilian Securities Commission (CVM) registered BM&FBOVESPA as a public company. 
Additionally, we are also subject to the regulatory authority of the CVM in our capacity as operator of securities and 

derivatives markets. For this reason, following the integration process previously discussed and our going public process, the 
CVM issued SMI Circular Letter No. 018/09 dated June 18, 2009, confirming our registration as market operator .  

6.5.  Principal corporate transactions involving the Comp any, subsidiaries and affiliates (including merger & 
acquisition transactions, transfer of control, purchase or sale of material assets)  
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As reported in items 6.1 and 6.3 above, in its current configuration BM&FBOVESPA is the result of an integration and corporate 
restructuring process that combined BM&F and BOVESPA Holding. The principal related corporate transactions were approved 
at the following shareholdersô meetings: 

Å The BM&F Extraordinary Shareholdersô Meeting held on May 8, 2008, approved the merger of BM&F assets and 
liabilities into Nova Bolsa SA; 

Å The Nova Bolsa SA Extraordinary Shareholdersô Meeting held on May 8, 2008, approved the merger of BM&F assets 
and liabilities into Nova Bolsa SA; 

Å The Nova Bolsa SA Extraordinary Shareholdersô Meeting held on May 8, 2008, approved the merger into Nova Bolsa SA 
of all shares issued and outstanding of BOVESPA Holding. Action was taken also to change the companyôs name to 
BM&FBOVESPA S.A. ï Bolsa de Valores, Mercadorias e Futuros. 

It should be noted that  the share merger did not imply termination of Bovespa Holding, which was still an ongoing concern 
and now a wholly-owned subsidiary of the mergor, i.e., BM&FBOVESPA. Bovespa Holding in turn owned and controlled Bolsa 
de Valores de São Paulo S.A. (or Sao Paulo Stock Exchange) and Companhia Brasileira de Liquidação e Custódia (or CBLC, 
the Brazilian Clearing and Depository Corporation). The principal corporate transactions related to the corporate 
restructuring process that ultimately combined these companies into BM&FBOVESPA were approved at the following 
shareholdersô meetings:  

Å The São Paulo Stock Exchange Extraordinary Shareholdersô Meeting held on August 29, 2008, approved the merger of 
the Sao Paulo Stock Exchange into BOVESPA Holding; 

Å The BOVESPA Holding Extraordinary Shareholdersô Meeting held on August 29, 2008, approved the merger of the Sao 
Paulo Stock Exchange into BOVESPA Holding and changed the name of the mergor to Nova BVSP ï as a result of the 
merger the company named Bolsa de Valores de São Paulo S.A (São Paulo Stock Exchange) terminated , and BOVESPA 
Holding was now named Nova BVSP (BVSP being an acronym for Sao Paulo Stock Exchange);  

Å The Nova BVSP Extraordinary Shareholdersô Meeting held on November 28, 2008, approved the merger of company 

into BM&FBOVESPA; 

Å The CBLC Extraordinary Shareholdersô Meeting held on November 28, 2008, approved the merger of CBLC into 
BM&FBOVESPA; 

Å The BM&FBOVESPA Extraordinary Shareholdersô Meeting held on November 28, 2008, approved the merger of each of 
Nova BVSP and CBLC into BM&FBOVESPA. Upon implementation of the mergers, these two companies were 
terminated. 

As a result of these corporate restructurings, the companies Brazilian Mercantile & Futures ExchangeïBM&F SA, Bovespa 
Holding SA, Sao Paulo Stock Exchange SA and Brazilian Clearing and Depository Corporation (CBLC) ceased to exist and were 
all merged into BM&FBOVESPA SA ï Securities, Commodities and Futures Exchange. 

Moreover, at the combined annual and extraordinary shareholdersô meeting of BM&FBOVESPA held on April 20, 2010, the 
shareholders approved our acquisition of additional shares of the CME Group, agreed in connection with our  global preferred 
strategic partnership, by virtue of which we increased to 5% our aggregate ownership interest in CME shares. The cross-
holdings structure discussed above in subsection 6.3, under ñBM&F Segment historyò has been maintained.   

6.6.  Bankruptcy or recovery proceedings  

No application has been filed by us or any other party seeking a bankruptcy order or judicial or extrajudicial recovery.  

6.7.  Other information deemed to be material  

There is no additional information deemed to be material in connection with matters discussed under this section. 
 
7.  Business  

7.1.  Overview of the business of the Company and its subsidiar ies   

BM&FBOVESPA S.A., the Securities, Commodities and Futures E xchange  

BM&FBOVESPA is the Brazilian exchange operator and manager of organized securities and derivatives markets, provider of 
registration, clearing and settlement services for transactions carried out on its trading platforms, acting as central 
counterparty, or CCP, to ensure multilateral clearings and settlements.  We at BM&FBOVESPA adopt a vertically integrated 
business model, pursuant to which we offer a wide range of products and service s for the trading of stocks and other securities 

and contracts, including fixed-income securities, exchange-traded derivatives based on equities, stock indices, exchange or 
interest rates, commodities, foreign currencies, and other financial assets, in addition to currency trading on the spot market.  
We also provide listing services for the registration of securities, depositary receipts and debt securities, and operate a central 
securities depository and a securities lending facility.  Moreover, we developed, update and license the software named Sinacor, 
a brokers management integrated system with capacity to process several middle and back-office activities for brokerage firms 
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and other financial institutions.  Additionally, acting through Bovespa Supervisão de Mercados, or BSM, a market surveillance 
mutual entity in which we hold material membership interest, we perform activities as a self -regulatory entity in charge of 
overseeing activities by market participants and all trading, clearing and settlemen t transactions performed within the realm of 
the markets we manage.  
 

BM&F Settlement Bank (Banco BM&F de Serviços de Liquidação e Custódia S.A.)  

With the purpose of providing services that meet the specificities and peculiarities of the markets in which i t operates, 
BM&FBOVESPA established the BM&F Settlement Bank, a wholly-owned subsidiary which offers our clearing houses and 
participants with access to our clearing houses facilities that simplify the clearing, settlement and custody of securities a nd 
other financial assets. 

Conceived as an operating support vehicle, the BM&F Settlement Bank operates pursuant to the same high standards of 
efficiency and security adopted by the clearing houses that integrate the BM&FBOVESPA system, offering custody and 
settlement-related services in an exclusive, transparent, technical and skilled environment.   

Service offerings include settlement of transactions registered and accepted at our clearing houses, the operation of a 
depositary facility and the central registrat ion facility; clearing and settlement of bonds, securities, derivatives and foreign 
exchange transactions; local representation and custody services for non-resident investors; and support to investment clubs.  

The BM&F Settlement Bank provides important risk mitigation and operational support for our clearing houses and for market 
participants.  It performs activities in line with the strategies and guidelines of the parent and in accordance with its cor porate 
purposes.   

BM& F (USA)  Inc.  

BM&F (USA) Inc. is a wholly-owned subsidiary based in New York, which also operates a representative office in Shanghai, 
China, which opened in November 2009. Its operations in these bases consist of acting as cross-border representative office of 
BM&FBOVESPA, establishing professional relationships with other exchanges and market regulators, and prospecting customers 
for BM&FBOVESPA markets, in particular investors and intermediaries. 

BM&FBOVESPA (UK) Ltd.  

In the second half of 2010, we started a restructuring process involving our subsidiaries abroad. According to corporate 
documents and agreements dated February 1, 2011, BM&FBOVESPA (UK) Ltd., based in London, which previously was a wholly-
owned subsidiary of BM&F (USA) Inc is now directly controlled by BM&FBOVESPA. It has similar objectives as BM&F (USA) Inc. 

Brazilian Commodities Exchange (Bolsa Brasileira de Mercadorias)  

The Brazilian Commodities Exchange is a mutualized entity in which BM&FBOVESPA holds a majority membership interest. It 
operates under contract with Companhia Nacional de Abastecimento (CONAB), the Brazilian Food Supplies Corporation, in 
implementing the Policy on Assured Minimum Prices (Política de Garantia de Preços Mínimos), and in providing public and 
private electronic auction services for the trading  of commodities and agribusiness services, centralizes the trading of 
agricultural commodities and OTC agribusiness securities, such as rural product notes, or CPRs, of farming certificates of 
deposit and related farming warrants, or CDAs and WAs, agribusiness credit bills, or LCAs, agribusiness credit certificates, or 
CDCAs, and agribusiness receivables certificates, or CRAs.  

Rio de Janeiro stock exchange, or BVRJ (Bolsa de Valores do Rio de Janeiro)  

BVRJ is an inactive stock exchange.  Beginning from 2004 it rents out space in its main office building (the former exchange 
premises, now converted into a convention center. The Rio Exchange Convention Center leases space for seminars, congresses, 
conferences, professional training sessions, private meetings, and similar other events. The space allows for different set-up 
configurations and types of social or institutional events.   

7.2.  Operating segment s included in the most recent full year financial statements  

a. Products and services offer ings  

BM&F Segment  

The BM&F segment comprises operations, products and services to support and manage the principal stages of the trading and 
settlement cycles of debt securities and derivatives contracts.  These services include: (i) electronic trading systems for 
electronic and web-based trading; (ii) registration system, clearing and settlement systems integrated into a robust financial 
safeguard structure and a sophisticated risk management system; and (iii) custody systems for agribusiness securities, gold 
certificates and other financial assets and securities. 

Moreover, the BM&F segment comprises the trading of agricultural and other commodities, currency trading on the spot market 
and trading of government bonds and securities, in addition to the services offered by the BM&F Settlement Bank and the 
Brazilian Commodities Exchange. 
 



2011 Reference Form ï BM&FBOVESPA S.A. - Bolsa de Valores, Mercadorias e Futuros (BVMF) 

41 

 

Clearing houses for the BM&F segment 

Along with the BM&F Settlement Bank, our three clearing houses, which we call Derivatives Clearinghouse, Foreign Exchange or 
FX Clearinghouse, and Securities Clearinghouse, provide integrated risk management, clearing and settlement services, in 
addition to registration, clearing and settlement of transactions taking place on the organized OTC market.  Our clearing hou ses 
and the BM&F Settlement Bank are fully integrated to ensure the integrity and efficient operation of our markets.   

Our clearing houses act as central counterparties for trades executed on our systems and in collateralized OTC transactions.  
This allows for the efficient netting of collateral oblig ations, thereby reducing the number of payment orders participants are 
required to make in executing and settling trading orders, which also serves to reduce transaction costs and operational risk s 
for market participants.  Additionally, given that our cle aring houses act as central counterparties for multilateral netting of 
obligations, this mitigates exposure to credit risks incurred by market participants that operate in our markets.  To help mi tigate 
and manage credit risk, we have implemented risk assessment and management systems, procedures and methodologies, 
based on which we operate to calculate risk intrinsic to each transaction ï for some contracts almost in real time, but often in 
real time, immediately before bids and asks are matched ï and to determine the margin our clearing houses will be required to 
call to effectively cover these risks.    

 Our Derivatives Clearinghouse manages risks and settles exchange-traded futures and options contracts, as well as 
OTC-traded swap contracts upon the partiesô request. 

 Our FX Clearinghouse is responsible for the registration, clearing, settlement and risk management of spot U.S. dollar 
transactions (dólar pronto) traded on the Brazilian interbank market.  Trades registered and accepted in our FX 
Clearinghouse may be executed pursuant to private deals, and are cleared and settled by means of physical delivery of 
local currency (deposited into an account the FX Clearinghouse holds at the Central Bank) against delivery of U.S. 
dollars (deposited into accounts the FX Clearinghouse holds at correspondent banks in New York City).  By adopting 
payment versus payment settlement, or PVP, our clearing house has eliminated the risk of default on principal, using 
collateral pledged to mitigate volatility risk.  

 Our Securities Clearinghouse is responsible for the registration, clearing, settlement and risk management of 

transactions involving Brazilian government-issued securities, which includes buy and sell transactions for prompt or 
forward settlement, and repurchase (re po) and lending transactions.  Trades registered and accepted by our Securities 
Clearinghouse can originate from private trading on the OTC market or from online trading through our Sisbex 
electronic system.  

The BM&F Settlement Bank performs an important supplementary role for the operation of our three clearinghouses and risk 
management systems.  Through the BM&F Settlement Bank, these clearinghouses can promptly access the intraday Central 
Bank credit facility, which mitigates possible liquidity risks, p articularly when it is necessary to access customer collateral and/or 
liquidate government securities pledged as collateral.  In addition, the BM&F Settlement Bank provides market participants, i n 
particular commodity brokers and clearing agents, with serv ices and solutions designed to facilitate efficient and cost-effective 
settlement processes and management of collaterals, assets and securities under custody. 
 

Custody systems for agribusiness securities, gold certificates and other securities and financial assets  

In addition to our trading, settlement and risk management systems, our clearinghouses and the BM&F Settlement Bank also 
offer custodial services for agribusiness securities, gold certificates and other financial assets and securities, which are provided 
in a supplementary and integrated manner through our vertical business model.  

 Custody system for agribusiness securities.  Through our Agribusiness Securities Custody Registration System (Sistema 
de Registro de Custódia de Títulos do Agronegócio), or SRCA, we provide custody of rural product notes, or CPRs, of 
farming certificates of deposit and related farming warrants, or  CDAs and WAs, agribusiness credit bills, or LCAs, 
agribusiness credit certificates, or CDCAs, agribusiness receivables certificates, or CRAs, and other agribusiness 
securities.  These securities are registered in our SRCA system to trade on the Brazilian Commodities Exchange. 
Certain of these securities may also be pledged as collateral for transactions registered in the Derivatives 
Clearinghouse systems.  In the future, we may also accommodate physical delivery of certain agribusiness futures 
through agribusiness securities registered in our SRCA system. This added capability is expected to improve trading in 
agricultural commodity derivatives. 

 Fungible custody for gold.  Fungible custody of gold consists of book-entry registration of gold bars, which permits 
trading in our systems and use of these assets for settlement of futures and options contracts based on gold.  Gold can 
also be pledged as collateral in our Derivatives Clearinghouse. 

 Custody of other financial assets and securities.  The BM&F Settlement Bank operates its own structure to provide 

custodial services for financial assets in general.  Its growth plan includes expanding the provision of custodial services 
to a wider universe of non -resident investors seeking portfolio investments in the local capital markets (pursuant to 
mechanisms regulated under Brazilian National Monetary Council Resolution No. 2.689). 

 

Registration services for OTC transactions  
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In addition to other offerings related to clearing and settlement of trades carried out on our exchange markets, our Derivatives 
Clearinghouse provides registration services for dealings on the OTC market, including swaps and exotic options based on 
exchange rates, interest rates, inflation indexes and stock indexes.  We believe our OTC products provide customers with tailor-
made hedging alternatives that address the specific requirements of their businesses and investment portfolios.  
 

Primary sources of revenues 

We derived revenues primarily from fees we charge for the use of our trading, registration, clearing, settlement and risk 
management systems.  These fees represent the operating costs customers incur to transact in our systems and are expressed 
in Brazilian currency for payment through the settlement processes implemented at our clearing houses.  The exceptions are 
agricultural commodity derivatives contracts, which are settled in U.S. dollars in New York City, United States (under the rules 
of Brazilian National Monetary Council Resolution No. 2.687).  According to their nature, these fees can be classified as follows: 

 Exchange or trading fees.  We charge fees for the execution of any transaction on our trading platforms, including 
position closeouts or transfers. Exchange fees are calculated for groups of products with similar characteristics and 
purposes or for products based on the same underlying asset.  

 Registration fees.  These are charged for the registrat ion of transactions at the Derivatives, FX or Securities 
Clearinghouses.  

 Permanence fees.  These are fees we charge to manage open positions at the Derivatives Clearinghouse.  We calculate 
permanence fee based on a customerôs number of contracts outstanding at the end of business on a daily basis.  

 Physical delivery fees.  These are charged in connection with clearing futures contracts based on agricultural 
commodities through physical delivery.  

 

Financial and commodity derivatives 

Trading activities in our derivatives markets include transactions in derivatives contracts based on the local interest rate (or 
Real-denominated interest rate contracts), the local interest rate  denominated in U.S. dollars, and derivatives based on 

exchange rates, stock indices and commodities, in addition to mini -sized derivative contracts and OTC derivatives traded on the 
organized OTC market.  

Fees we charge at the Derivatives Clearinghouse differ based on the type of contract and time to expiration or maturity.  In 
addition, on setting fee rates for the different contracts and contract periods we also take into account the contractôs implied 
volatility, the existing market conditions and the fees charged in competing markets, among other things.  Typically, contrac ts 
implying greater volatility, i.e., riskier contracts are charged at higher fees than less risky contracts.  The most actively traded 
contracts on the derivatives markets are Real-denominated interest rate contracts, charged at fees that vary in correlation with 
the contract period; exchange rate contracts, where the feesô primary variable is the actual Brazilian real exchange rate against 
the U.S. dollar; and derivatives based on stock indices, the average fees for which, while set at fixed rates, vary based on type 
of transaction and investor category.   

Certain factors influenced our average rate per contract in different periods, which correlate with the review of our pricing policy 
in the second half of 2008 and the impact of the fluctuation of the Brazilian rea l to U.S. dollar exchange rate (the fees we 
charge on FX derivatives, on contracts based on the spread between interest rate and exchange rate fluctuation, and on 
commodity derivatives vary based on the exchange rate). The relevant data on average rate per contract are included in the 

comparison of 2009 to 2008 and 2008 to 2007.  

The amendments to the pricing policy observed the following stages:  

 On August 25, 2008, we discontinued a policy whereby we used to grant a universal 5% discount to member brokers,  
and a 25% discount to former holders of minimum 10 thousand BM&F shares (traded under ticker symbol BMEF3, i.e., 
BM&F prior being absorbed into BM&FBOVESPA); 

 On November 17, 2008, we implemented a transitory policy of granting a universal 40% discount to all market 
participants, and a 50% discount to trades executed via Direct Market Access, or DMA, which gives investors the ability 
to rout orders without need to contacting a broker by phone), and a 70% discount to high frequency traders, which 
was meant to offset the impact of the increase in fees, and as a result in rate per contract, expected to take place 
after the end of this transitory discount policy in August.  Additionally, at the same time we adopted certain changes in 
the manner we charge fees, according to which, for example, we adopted fixed fee rates for futures on stock indices;  

 Subsequently, on February 16, 2009, a new pricing policy took effect whereby we grant discounts based on 
progressive volume bands.  According to this new policy, trading via DMA were granted 10% discounts, whereas high 
frequency trading continued to enjoy 70% discounts.  

 A revised pricing policy for high frequency trading  for both segments (Bovespa and BM&F) took effect on November 1, 
2010, which grants holders of HFT registration accounts progressive discounts based on intraday trading volume 
bands. 
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In addition to making for more competitive products and fees, this new pricing policy is more cost effective for market 
participants and more adequate for the new market rea lity, in addition to spurring liquidity by encouraging trading by liquidity 
providers and high frequency traders.  
 
Trading volumes and rate per contract 

Years ended December 31, 2010 and 2009  

The volumes traded in the BM&F segment in 2010 reached daily average of 2.50 million, a 64.7% year -on-year rise. The 
heightened volume of trading in Brazilian-interest rate contracts is due not only to structural growth of the domestic market, 
but also to deepening volatility and uncertainty about a possible uptrend i n the Selic rate (benchmark reference rate), and 
expectations about the Central Bankôs decision on the matter.  

Market structural growth is evidenced by widespread increase in exposure to fixed rates, whether under private loans and 
financing arrangements or the Brazilian governmentôs public debt, which requires lenders and market participants holding debt 
securities to hedge exposure to fluctuations in interest rates in an attempt at mitigating risk that interest rates or the fi xed 
ratesô implied volatility will change. According to data compiled by the Central Bank, at December 31, 2010, the overall volume 
of fixed-rate loans had climbed 26.7% year-over-year, to R$623.6 billion from R$492.2 billion one year ago, whereas in the 
same period the portion of na tional debt paying fixed interest rate had grown 29.0%, to R$608.4 billion from R$471.5 billion 
previously.  

The other component that explains the heightened volume of trading in Brazilian -interest rate contracts correlates with volatility 
triggered by the  diversity of opinions and expectations of market participants about the direction of the base rate and, as a 
result, of other interest rates. Over the course of the year the Central Bank has changed the base rate three times, in April , 
June and July. A monthly analysis of average daily traded volumes shows these volumes peaked in the months in which the 
Selic rate changed, preceded by a build-up process in the months leading up to these rate moves. The analysis also indicates a 
substantial build-up in the months of November and December, which we believe is substantially attributable to expectations 
about additional rate moves, which materialized in January 2011. 

In addition, in peak months the volumes traded in Brazilian -interest rate contracts largely concentrate in short -term contracts 
(first and second maturity dates), as speculative moves and bets on the Central Bankôs decisions tend to focus on these 
maturity dates. A natural effect of this, given that our pricing policy does take maturity date into ac count, is the negative impact 
of volume concentration on our yearly average rate per contract for Brazilian -interest rate contracts, which in 2010 fell 9.1% 
year-over-year. 

The average RPC has dropped across derivatives markets influenced also by the heightened volume concentration on Brazilian-
interest rate contracts, which accounted for 67.2% of the overall volume for 2010 (versus 55.5% in the prior year) . 

Forex contracts were the second group more actively traded over the year. The average daily traded v olume rose by 20.9% 
year-over-year, again the highest on record. This performance was particularly positive in the first half of the year, a period of 
heightened volatility in the foreign exchange market.  

 
Years ended December 31, 20 09  and 20 08  

The volumes traded in the BM&F segment in 2010 reached daily average of 1.52 million, a 3.3% drop year -on-year from 2008, 
primarily due to 16.4% and 8.7% falls in volumes traded in FX and stock -index contracts, respectively. These declines in turn 

were counterbalanced by a 7.0% rise in average daily volume traded in Real-denominated interest rate contracts, to 843.5 
thousand from 788.7 thousand previously.  The average daily volume traded in 2008 was 1.57 million, down 9.6% from the 
prior year.  

Average rate per contract (RPC) in the BM&F segment amounted R$1.365 in 2009, down 10.3% year-on-year.  The fall in RPC 
for 2008 and, to a lesser extent, for 2009 were due in part to the transition to the new pricing policy implemented in Februa ry 
2009, and for a while increased the RPC for 2008 thus affecting comparability.  

On a year-on-year comparison of 2009 versus 2008, these revenues declined due to the slump in volumes traded in derivatives 
(except for Real-denominated interest rate contracts) and the drop in rate per contract (except for USD interest rate and 
exchange rate contracts).  

The tables below set forth data on evolution of average daily trad ing volumes and average rate per contract for the periods 
indicated, by group of derivatives contracts.  

BM&F segment ï Ave rage Daily Trad ing  Volume ï ADTV   (In number of contracts)  

Year  
Real -

denominated 

interest rate  

USD-
denominated 

interest rate  

Exchange 

rate  
Equities  Commodities  

OTC 

market  

Mini 

contracts  
ADTV 

        ) 

2008  788,665 94,281 534,922 87,632 14,916 12,447 40,478 1,573,342 

2009  843,480 78,298 447,093 80,015 10,236 9,273 52,637 1,521,032 

2010  1,683,623 89,714 540,623 89,406 12,898 12,866 75,605 2,504,736 
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2009/2008  7.0%  -17.0%  -16.4%  -8.7%  -31.4%  -25.5%  30.0%  -3.3%  

20 10/200 9  99.6%  14.6%  20.9%  11.7%  26.0%  38.7%  43.6%  64 .7%  

         

Average rate per  contract ï RPC   (In Brazilian reais) 

Year  

Real -

denominated 
interest rate  

USD-

denominated 
interest rate  

Exchange 

rate  
Equities  Commodities  

OTC 

market  

Mini 

contracts  

 

ADTV 

         

2008  1.141 1.283 2.065 2.145 3.587 2.355 0.162 1.527 

2009  0.979 1.357 2.161 1.620 2.307 1.655 0.176 1.365 

20 10 0.889 1.142 1.928 1.564 2.168 1.610 0.128 1.134 

2009/2008  -14.2%  5.8%  4.6%  -24.5%  -35.7%  -29.7%  8.5%  -10.6%  

20 10/200 9  -9.1%  -15.8%  -10.8%  -3.4%  -6.1%  -2.7%  -27.0%  -16.9%  

 

As a percentage of 2010 overall volume for the segment, the share contributed by institutional investors increased to 29.6% 
from 24.3% one year ago, while the share foreign investors contributed to the overall yearly vo lume for the segment rose to 
22.4% from 20.0% in the earlier year. In the period between 2008 and 2009 , the share contributed to volumes traded in 
derivatives by type of investor changed primarily as follows: volumes traded by financial institutions fell t o 45% from 48% 
previously; the order flow from foreign investors increased to 20% from 1 9% of the consolidated volume one year earlier; 
volumes from institutional buyers rose to 24% from 23% in the prior year. For comparison, in the period between 2007 and  
2008 the shares of overall volumes traded in derivatives attributable to financial institutions fell to 48% from 49% previously, 
whereas the order flow from foreign investors increased to 19% from 17% of the consolidated volume for the prior year.  

In the three-year period between 2008 and 2010, the shares of overall volume traded in derivatives by foreign investors and 
institutional buyers increased considerably, whereas volumes traded by financial institutions fell.  Growth in volumes , 
particularly in volumes traded by foreign investors, speaks of the significant development and stature achieved by the domestic 
derivatives markets, mainly on account of repeated surges in high frequency trading volumes (see further data below) . The 

table below sets forth additional data on participation in volumes traded by type of investor.  

BM&F segment ï Shares of overall volume by investor category  

Year  
Institutional  

buyers  
Foreign  

 investors  
Retail  

investors  
Financial 

institutions  
Corporate 
investors  

Central Bank  

       

2008  22.60% 18.79% 7.97% 47.60% 2.90% 0.15% 
2009  24.26% 20.02% 7.63% 45.46% 2.53% 0.11% 
2010  29.61% 22.40% 3.88% 42.40% 1.71% 0.00% 
       

2009/2008  1.65 p.p.  1.23 p.p.  -0.34 p.p.  -2.14 p.p.  -0.37 p.p.  -0.04 p.p.  
2010/2009  5.36 p.p. 2.38 p.p.  -3.75 p.p.  -3.06 p.p.  -0.82 p.p.  -0.11 p.p. 

 

Evolution of t rading volume by group of derivative contracts  

Real -denominated interest rate contracts . These comprise futures contracts and options based on local interest rates, in 
addition to inflat ion-indexed derivatives, meaning contracts based on local inflation indexes.  The average rate per contract 
(RPC) in these cases varies based on expiration date. The underlying in the most actively traded contract in this group is the 

interbank deposit rate (depósito interfinanceiro), or DI.  

As a result, DI futures are also the most liquid derivative contract in the segment. DI futures basically allows for trading in the 
fixed interest rate most commonly used in the financial market for different periods of  time. DI futures are very important for 
the Brazilian financial system and are often traded as a hedging mechanism for debt obligations under loans and financing 
arrangements, or to hedge obligations referenced to Brazilian government bonds, or to leverage positions or in arbitrage 
strategies.  Options on DI futures and options on DI index (or IDI) are also very popular amongst our customers for it allows for 
more sophisticated hedging strategies.  

The table below sets forth data on average daily trad ing volumes (ADTV) by group of futures contracts , also showing the fee 
rate by maturity , as applicable. 

Real -denominated interest rate futures  contracts (by expiration )  

200 8  200 9  20 10 

Real -
denominated 
interest rate  

ADTV(* ) RPC(** )  

Real -
denominated 
interest  rate  

ADTV(* ) RPC(** )  

Real -
denominated 
interest rate  

ADTV(* ) RPC(** ) 

1st maturity     80,073  0.293  1st maturity   113,905 0.233  1st maturity      270,598 0.224 

2nd maturity     80,611  0.555  2nd maturity   123,265 0.432  2nd maturity      360,283 0.412 

3rd maturity      80,459  0.802  3rd maturity      88,302 0.529  3rd maturity      175,592 0.515 

4th maturity      34,597  1.038  4th maturity      51,905 0.814  4th maturity      104,194 0.804 

5th maturity    513,748  1.121  5th maturity    466,104 1.063  5th maturity      772,955 1.066 
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Total    789,488  1.140   Total    843,480  0.979   Total    1,683,623  0.889  
_____________________________________________ 

(* ) ADTV -  Average daily trading volume is expressed in number of contracts  
(** ) RPC ï Average rate per contract is expressed in Brazilian real 

The average daily trading volume for 2010 soared 99.6% year-on-year, whereas average RPC dropped 9.1% to R$0.889 from 
R$0.979 one year ago, due primarily to greater concentration of trad es in short-term contracts, for which we charge lower fee 
rates (see the above table).  In turn, ADTV for 2009 went up 7.0% year -on-year, whereas average rate per contract fell 14.2%, 
to R$0.979 from R$1.141 in 2008. 

As of December 2010, the most active investors in th is type of contract s included financial institutions, institutional buyers and 
foreign investors, with shares of 47.3%, 36.7% and 13.4% of the volume, respectively.   
 

FX derivative  contract s.  These encompass futures contracts based on the Brazilian real to U.S. dollar exchange rate (the 
most actively traded) and the Brazilian real exchange rates to Euro, to Australian dollar, to Canadian dollar, to Pound Sterling, 
to Mexican Peso, in addition to options based on the Brazilian real to U.S. dollar exchange rate.  The average rate per contract 
in these cases is denominated in U.S. dollars, such that fluctuations in the currency rate affect our average rate per contract. 

The most actively traded contracts in this group are US dollar futures, which may not be settled by physical delivery, rather 
requiring the loss/gain (as determined on the basis of the Brazilian real to U.S. dollar exchange rate (PTAX) compiled and 
disclosed daily by the Central Bank) to be cash-settled upon expiration.  Investors typically trading in these contra cts include 
bank treasurers, fund managers and non-resident investors, in addition to trading and other companies engaging in import and 
export activities.  For the most part these trades are sought to hedge receivables and debt obligations denominated in U.S. 
dollars, or in arbitrage opportunities that may appear in other currency markets or to leverage positions.  Options on U.S. d ollar 
futures and options on spot U.S. dollar are very liquid contracts as well and are frequently used as part of the currenc y hedging 
strategies designed by our customers. 

Average daily volume traded in FX contracts in 2010 went up 20.9% year -on-year, whereas the related average RPC dropped 
10.8% year on year to R$1.928 from R$2.161 in 2009.  This drop in RPC is due mainly by two factors, one being the 11.7% 
year over year appreciation of the Brazilian real against the U.S. dollar, since we charge U.S. dollar-denominated fee rates on 
these transactions; two, being the greater share of the volume (8.1% in 2010) attributable to high frequency trading, regarding 
which we charge fee rates that enjoy progressive discounts determined by intraday trading volume band. 

Average daily trading volume for 2009 went down 16.4% year -on-year, whereas average RPC climbed 4.6% to R$2.161 from 
R$2.065 in 2008.  This high in RPC correlates mainly with the depreciation of the average exchange rate between the two 
periods, which nonetheless was partially counterbalanced by increase in high frequency trading, which in December 2009 
accounted for 4.4% of  the yearly average volume traded in exchange rate contracts. 

As of December 2010 the most active investors in these types of contracts were financial institutions, foreign investors and 
institutional buyers, with shares of 45. 3%, 2 6.4% and 22.5% of the overall average volume, respectively. 
 

US dollar -denominated  interest rate contracts .  These encompass futures based on the local interest rate denominated in 
U.S. dollars, or on Brazilôs Global Bonds or on U.S. Treasury Notes.  

Futures based on the U.S. dollar-denominated local interest rate consist of futures on the spread between the local interbank 
deposit rate and the exchange rate fluctuation, i.e., a U.S. dollar-denominated local yield curve futures (locally also called  

óID versus USD spread futures contract,ô or futuro de cupom cambial), which may be traded either as a standardized futures 
contract or pursuant to a structured transaction under a forward rate agreement .  A FRA strategy permits the customer to meet 
its own operating requirements by combining in a single transaction the buying and selling of a short position in the underlying 
yield curve with the buying and selling of a long position in the same underlying.  The average RPC for these futures contracts 
varies based expiration date and the actual Brazilian real to U.S. dollar exchange rate.   

Average daily trading volume for 2010 climbed 14.6% and the average RPC declined 15.8%, to R$1.142 from R$1.357 one year 
ago, whereas the average daily trading volume for  2009 had fallen 17.0% from the p rior year and the average RPC had climbed 
5.8% to R$1.357 from R$1.283 one year earlier.  

As of December 2010 the most active investors in these contracts were financial institutions, institutional buyers and foreign 
investors, with shares of 62.9%, 24.4% and 12.0% of the overall volume, respectively. 
 

Index -based derivatives  contracts .  These encompass futures contracts based on the Bovespa Index, or Ibovespa, and the 
IBrX-50, or Brazil 50 Index, in addition to options on Bovespa index futures. 

Bovespa index futures is the third most liquid derivative  contract traded within BM&F segment and an efficient, cheap and 

highly liquid alternative for investors seeking to hedge long positions in listed stocks, in particular in bear market period s.  It is 
also an attractive investment alternative for investors seeking to bet on a stock market bullish trend. 
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In the case of index -based derivatives we charge trading fees at a fixed rate, instead of a rate based on the index points. The 
average rate per contract will vary in correlation to day trading volumes and the order flow from high frequency traders, as 
these enjoy progressive discounts based on intraday volume traded. 

Average daily volume traded in index-based derivatives in 2010 climbed 11.7% year on year , whereas average RPC gave back 
3.4%, down to R$1.564 from R$1.620 in 2009 , primarily due to a rise in high frequency trading volume, which in December 
2010 accounted for 20.7% of the overall volume trade in index-based futures contracts. High frequency traders make use of 
statistics and mathematical models to enter large orders designed to capitalize on minute-by-minute changes in the market . 
Under our pricing policy, high frequency traders holding HFT registration accounts with us enjoy progressive discounts granted 
per intraday traded volume bands.  In the year to December 2009 , t rading in index-based derivatives accounted for 23.9% of 
the overall volume traded for the segment .  

As of December 2010 the most active investors in these derivatives were foreign investors, institutional buyers and financial 
institutions, with shares of 35.4%, 29.4% and 17.3% of the overall volume, respectively. 

In August 2009, the Commodity Futures Trading Commission, or CFTC, granted approval for us to offer and sell in the United 
States full-sized and mini-sized futures contracts and options based on the Bovespa Index (or Ibovespa).  
 

Commodity derivatives.   Our offerings of commodity derivatives include futures contracts based on Arabica coffee, Conillon 
coffee, livestock, feeder catt le, soybean, denatured fuel ethanol, corn, crystal sugar, cotton and gold, in addition to options on 
these futures. 

The average rate per commodity derivative contract (RPC) varies in correlation to the contract combination making up the 
volume traded in any particular period, given that for some of them we charge fees at a rate set in Brazilian reais  while in other 
cases the fee rates are denominated in U.S. dollars.  

Average daily volume traded in commodity derivatives in 2010 went up 26.0% year over year, while average RPC dropped 
6.1% to R$2.168 from R$2.307 in 2009, due primarily to appreciation of the Brazilian real  against the U.S. dollar, as the fee 
rates we charge for a number of these derivatives are denominated in that currency. For comparison, the ADTV for 2009 fell 

31.4% from the earlier year and average RPC dropped to R$2.307 from R$3.587 in 2008, mainly on account of changes in our 
pricing policy. 

As of December 2010 the most active investors in these derivatives were retail investors, corporate investors and financial 
institutions, with shares of 50.9%, 27.9% and 12.8% of the volume, respectively.  

Highlights in terms of volumes traded in commodity derivatives in 2010 are livestock futures and options on futures with 
average 5.5 thousand daily contracts, as compared to 3.6 thousand one year ago, a 50.3% year on year climb, and cash-settled 
corn futures and options on futures, with record high daily average of 2.0 thousand contracts, a 72.8% rise year over year.   

In addition, cash-settled denatured fuel ethanol futures and options on futures s were authorized for trading in May 2010, and 
cash-settled soybean futures and options on futures started trading in January 2011.  
 

Mini -sized  contracts.   Mini-sized contracts are smaller-sized versions of the equivalent full-sized derivative contracts.  Most 
our mini-sized contract offerings consist of derivatives based on stock indices (20% of the full -sized contract) and forex futures 
(10% of the full -sized contract).  Changes in average RPC per type of mini-sized contract correlate with the changes in RPC for 
the equivalent full -sized derivative contract.  

Average daily volume traded in mini-sized contracts in 2010 went up 43.6% year-on-year, while the average RPC fell 27.0% to 
R$0.128 from R$0.176 one year ago, in line with the drop in average RPC for the equivalent full -sized contracts, most consisting 
of stock index and exchange rate based derivative contracts.  This fall in average RPC was further influenced by the larger  
year-on share of high frequency volumes traded in mini-sized contracts (54.7% for 2010) , as high frequency traders enjoy 
progressive fee discounts by band of intraday volume traded. For comparison, average daily trading volume in 2009 went up 
30.0% year-on-year, while the average RPC climbed to R$0.176 from R$0.162 in the earlier year.  

As of December 2010 the most active investors in these derivatives were foreign investors, retail investors and institutional 
buyers, with shares of 38.8%, 32.9% and 20.7% of the overall volume, respectively. 
 

OTC derivatives.   OTC derivatives include interest rate swaps (for both fixed and floating interest rates), inflation index 
swaps, forex and currency swaps (for U.S. dollar, Euro and Yen), equity swaps (the equity leg may include stock indexes, such 
as Ibovespa or IBrX-50 or a basket of selected stocks), and gold, in addition to flexible barrier options on the U.S. dollar rate, or 
the Bovespa index, or the local interest rate, w ith the customer setting expiration date, size, strike price, exercise style, in 
addition to trigger and knock-in or knock-out barrier).  

Average daily volume traded in these OTC derivatives in 2010 climbed 38.7% year-on-year and the average RPC dropped slight 
2.7% to R$1.610 from R$1.655 one year ago.  For comparison, the 2009 average daily trading volume had fallen 25.5% year-
on-year, while average RPC had dropped 29.7% from the earlier year, to R$1.655 from R$2.355. 

As of December 2010 the most active investors in these derivatives were financial institutions, institutional buy ers and corporate 
investors, with shares of 75.1%, 20.7% and 3.0% of the overall volume, respectively. 
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DMA (Direct Market Access)  

We continue to implement our plans towards enhancing the electronification of trading processes, in particular by broadening  
direct market access (DMA) alternatives. The volume of trades executed via DMA has been increasing consistently as new 
access models are launched. In 2010, trading via any of our DMA models has increased to 16.2% of the overall volume, as 
compared to 9.7% in 2009. While implemented relatively recently, DMA provided pursuant to co -location arrangements is 
regarded as highly efficient, a window into the evolution and technology changes which can be expected for the derivatives 
markets, and was the best performing model in terms of volume growth, having accounted for 3.1% of the overall volume for 
the fourth quarter of 4Q10, as compared to 0.4% for the same quarter one year ago.  

The better example of this transformation is high frequency trading. High frequen cy dealings on our markets began in 2009, a 
year in which the HFT order flow accounted for 2.2% of the overall trading volume, while in 2010 it accounted for 4.8% of the 
total. The peak HFT volume occurred in the second quarter of 2010, particularly in May 2010, when volatility in forex contracts 
surged, an environment in which HFT strategies typically thrive. The HFT volume in May 2010 accounted for 18.3% of the 
volume traded in forex contracts and 8.9% of the overall volume traded on derivatives markets.  

 

BM&F segment ï HFT average daily volumes (buy + sell)  
(in thousands of contracts)  

 
 

While forex contracts, stock index futures and mini -sized forex and stock index futures contracts remain the most actively 
traded derivatives, there are signs high freq uency traders may have been looking for opportunities provided by other contracts, 
in particular Brazilian-interest rate contracts and commodities derivatives. While high frequency traders still account for a 
relatively small share of total volume traded i n contracts within this contract group, the fourth quarter trading volume implies 
positive suggestion that the HFT flows could be further drawn to these contracts.  

  

BM&F segment ï share of the HFT volume by contract group  

 
 

Forex market  

At our FX Clearinghouse we transact with customers and settle exchange rate transactions carried out on the spot interbank 
market.  These contracts, which we call spot U.S. dollar contracts (dólar pronto), are traded for physical delivery on T+0, T+1 
or T+2.  

Our trading fees for spot U.S. dollar contracts are calculated daily and allocated on a daily basis by applying different fee rates 
to value-traded bands based on the gross amount of transactions registered and settled in our systems.  We currently adopt 
five different value-traded bands to determine our fees.  For any given customer, the higher the amounts traded, the lower the 
fees we charge.  Our fees are payable to us in Brazilian currency.  

In addition , our FX Clearinghouse provides transaction registration, clearing and settlement services, as well as risk 
management services for trades carried out in the interbank spot U.S. dollar market.  In providing these services, we act as 
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central counterparty to ensure clearing and settlement on a payment-versus-payment basis, or PVP, which eliminates the risk of 
default. 

The financial value traded and settled in this market in 2010 hit R$1,313 billion, a 4.1% year over year increase from R$1,262 
billion in 2009, as compared with 1.8% year-on decline from 2008, when trading value reached R$1,268 billion. These 
movements are largely explained by appreciation of the Brazilian real exchange rate against other currencies, mainly U.S. 
dollars, over 2010 and, conversely, depreciation of the Brazilian currency over 2009.  

Bonds and Debt Securities 

Our Clearinghouse for Bonds and Debt Securities is responsible for the registration, clearing, settlement and risk management 
of transactions involving Brazilian government bonds and debt securities, including buy and sell transactions for prompt or 
forward settlement, repo and lending transactions, which we clear and settle on a delivery-versus-payment basis, or DVP, 
thereby averting the risk of default.  

We charge registration fees to register trades and transaction fees for the clearing an d settlement of tra nsactions in debt 
securities.  In addition, given that transactions registered in our clearinghouse have a relatively short settlement cycle, we do 
not charge permanence fee.  

Transactions in government bonds and other debt securities are eligible for registration, clearing and settlement at our Debt 
Securities Clearinghouse include the following: 

 Cash or forward buy and sell transactions in Brazilian government bonds and debt securities (which may earn fixed or 
floating interest  rates, or track an inflation index or the Brazilian real to U.S. dollar exchange rate); and 

 Repurchase (repo) or securities lending transactions in Brazilian government bonds and debt securities. 

The average volume traded in government bonds and debt securities in 2010 dropped 1.6% year over year, whereas in 2009 
trading volume had declined 76.9% from 200 8 due to sustained downward trends in the market for government bonds and 
other debt securities in the relevant periods.   
 

Brazilian Commodities Exchange (Bolsa Brasileira de Mercadorias) 

The Brazilian Commodities Exchange operates under contract with the National Supplies Corporation (Companhia Nacional 
de Abastecimento), or  CONAB, in implementing the Brazilian governmentôs Policy on Assured Minimum Prices (Política de 
Garantia de Preços Mínimos). In operating electronic systems for the provision of public and private electronic auctions for 
the trading of commodities and agribusiness securities, the Brazilian Commodities Exchange centralizes the trading of 
agricultural commodities and OTC agribusiness securities, such as rural product notes, or CPRs, of farming certificates of 
deposit and related farming warrants, or  CDAs and WAs, agribusiness credit bills, or LCAs, agribusiness credit certificates, or 
CDCAs, and agribusiness receivables certificates, or CRAs. 

The Brazilian Commodities Exchange stands out as a transaction venue for the agribusiness. In the year to December 2010 a 
total of 7.9 million tons of agricultural commodities worth R$ 778.6 million were sold in CONAB auctions operated by the 
Brazilian Commodities Exchange. Moreover, the highlight among transactions in OTC-traded agricultural commodities were 
cotton contracts whose financial value reached R$6.9 billion, whereas trading in OTC agribusiness securities registered financial 
value of R$3.4 billion.  Highlights for 2009 included (i) 6.7 million tons of agricultural commodities sold in CONAB auctions 
totaling R$1.84 billion; (ii) 2.3 million tons of agricultural commodities sold in CONAB options auctions; (iii) OTC-traded cotton 

contracts in aggregate financial value of R$3.5 billion, and; (iv) trades in OTC agribusiness securities with financial value of 
approximately R$4.4 billion.  In 2008, 4.1 million tons of agricultural commodities worth R$1.038 bi llion were sold in trades at 
CONAB auctions. Coffee auctions administered by the Brazilian Ministry of Agriculture, Livestock Breeding and Supply totaled 
R$33 million. In addition, transactions for physical delivery of agricultural commodities and trades i n agribusiness securities 
totaled R$2.77 billion.  

BM&F Settlement Bank 

The BM&F Settlement Bank offers our clearing houses and participants with access to our clearing houses facilities that simplify 
the clearing, settlement and custody of securities and other financial assets. Service offerings include settlement of transactions 
registered and accepted at our clearing houses, the operation of a depositary facility and the central registration facility;  
clearing and settlement of bonds, securities, derivat ives and foreign exchange transactions; local representation and custody 
services for non-resident investors; and support to investment clubs.   

The BM&F Settlement Bank provides important risk mitigation and operational support for our clearing houses and for market 
participants.  It performs activities in line with the strategies and guidelines of the parent and in accordance with its cor porate 
purposes.  
 
Bovespa segment  

Trading .  We offer market participants several tools and mechanisms for the trading of variable and fixed-income securities 
and equity-based derivatives.  We operate the only domestic exchange and organized OTC markets for the trading of equities 
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and equity-based securities, including stocks, share receipts, depository receipts representing shares of Brazilian and foreign 
issuers (Brazilian Depository Receipts, or BDRs), equity-based derivatives, subscription warrants, stock warrants, units of 
closed-end investment funds, units representing cinematic investment certificates ( certificados de investimento audiovisual), 
and for the trading of corporate debt securities and other securities authorized by the CVM, all of which are traded cleared and 
settled in our integrated electronic systems, resulting in a fully automated process covering the e ntire chain of trading.  

Clearing and settlement .  We are the only CCP for the domestic equities and corporate debt securities markets, provider of 
risk management services and other protection mechanisms we adopt to handle payment default or failed delive ry.  We act as 
central counterparty for all clearing agents, absorbing the risks of the counterparties in -between a trade transaction and its 
clearing and settlement, carrying out multilateral activities to ensure the financial settlement and clearing of s ecurities.  In 
addition, we provide gross settlement services without acting as CCP, so participants may set date and time for settlement. W e 

also provide clearing and settlement services for securities offerings that take place on the non -organized OTC market. 

The average financial value cleared and settled by us relative to transactions carried out on exchange and OTC markets within 
the Bovespa segment varies in close correlation to the average value traded on these markets.  

The primary revenue components related to activities we perform within the Bovespa segment are trading fees and fees for 
clearing and settlement transactions, which we charge at rates that in either case vary depending on type of investor and type 
of transaction.  The table below sets forth data on our fee rates, as extracted from our fee schedule.  

Equities markets  Trading  Clearing & settlement  Transaction registration  TOTAL  

Cash market  

Retail and other investors   0.0285%  0.006% -  0.0345%  

Investment funds; investment clubs  0.019%  0.006% -  0.025%  

Day traders (regardless of investor type)  0.019%  0.006% -  0.025%  

Options ï exercise of written call positions  0.019%  0.006% -  0.025%  

Options on indices ï exercise of spread options 0.0275%  0.006% -  0.0335%  
Options ma rket  

Retail and other investors   0.058%  0.006% 0.070%  0.134%  

Investment funds; investment clubs  0.040%  0.006% 0.049%  0.095%  

Day-traders (regardless of investor type)  0.025%  0.006% 0.014%  0.045%  
Options on indices market  

Retail and other investors   0.033%  0.006%  0.045%  0.084%  

Investment funds; investment clubs  0.024%  0.006%  0.030%  0.060%  

Day-traders (regardless of investor type)  0.025%  0.006%  0.014%  0.045%  
Forward market  

Retail and other investors   0.031%  0.006%  0.028%  0.065%  

Investment funds; investment clubs  0.031%  0.006%  0.028%  0.065%  
 

Our equities markets, meaning the markets for stocks, equity -based securities and derivatives that comprise the Bovespa 
segment, include the cash market, a forward market, optio ns market, single-stock futures market and fixed-income market.  Set 
forth below are brief descriptions of each of these markets.  

 Cash market.  This is the market where buy and sell orders are executed for immediate delivery within a three-business-
day settlement cycle.  Stocks traded on this market are bought and sold either as round lots (and their multiples) or as 
odd lots (less than the standard trading unit).    

 Forward market.  This is the market where buy and sell orders are executed for clearing and settlement as of a date set 
by both buyer and seller based on any of a number of dates predefined by us.  Based on the agreed conditions for 
clearing and settlement, a forward transaction may  relate to: (i)  ordinary forward contracts, an agreement to buy or sell 
an asset at an agreed price with clearing and settlement taking place at a specified future time; (ii)  flexible forwards, 
agreements to buy or sell  where the underlying stocks deliverable at expiration may be replaced with the equivalent; or  
(iii) index forwards, in which case the agreed price is adjusted by an agreed index or rate on a daily basis in the period 
between the execution date and the settlement date ( while other indices or rates may be used, indexation is frequently 
agreed on the basis of the foreign exchange rate or the IGPM, an inflation index).  

 Options market.  This is the market for the trading of option contracts where a seller gives the option buyer the right, 
but not the obligation, to buy (call) or to sell (put) a specified st ock, equity-based security or stock index (the 
underlying) on or before the option expiration date, at an agreed price (strike price), pursuant to option series that are 
previously authorized for trading by us.  Depending on whether or not they are exercis able at any time before the option 
expiry date, or only upon expiration, these put or call options are said to be American-style or European-style options 

(respectively).  The following types of options may be traded on this market: (i)  stock options, which are rights to buy or 
sell stock lots exercisable at specified exercise dates at a predefined strike price; and (ii)  index options, which are rights 
to buy or sell the index on or before the expiration date.  Exercising a stock option entails making physical delivery of 
the underlying stocks, whereas exercising an index option implies paying or receiving upon exercise or at expiration an 
amount of cash equal to the difference between the strike price and the closing price for the underlying index.  In any 
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event the strike price under a stock option or a stock index option may be indexed to either the foreign exchange rate or 
the IGPM or any other index.   

 Fixed-Income market.  We provide two platforms for the trading of  corporate debt securities, namely, Bovespa Fix, a 
trading platform on our stock exchange, and Soma Fix, a trading platform on our organized OTC market.  Trading, 
clearing and settlement transactions in our fixed-income markets, in addition to custodial services, are carried out 
through our in tegrated fully-electronic systems.  Assets traded on these platforms include debentures (bonds), 
commercial papers and securities originating in the securitization market, as well as real estate receivables certificates, 
or CRIs, units of receivables investment funds, or FIDCs, and units of receivables funds of funds, or FIC-FIDCs.  

 
The average daily value traded in 2010 on markets within the Bovespa segment hit the historical record high of R$5.6 billion, a 
22.7% climb from 2009. The year-end exchange market capitalization of R$2.6 trillion was up 10.1% year-over-year, with  the 
year-on average capitalization having soared 27.8%.  

In contrast, at the end of 200 9 the average daily value traded had fallen 4.3% year-on-year, to R$5.3 billion from R$5.5 billion 
in 2008, whereas the average exchange market capitalization had declined by 10.3%.  

Exchange market capitalization   2010  2009  2008   2010 vs.  2009  2009 vs.  2008  

  (in R$ billions)  (%)  (%)  

Year-end exchange market capitalization  
 

2.569,41 2,334.72 1,375.27  10.1% 69.8% 

Average exchange market capitalization  
 

2.334,86 1,826.91 2,037.27  27.8% -10.3% 
 

The average daily number of trades, which in 2008 had climbed 60.1% from the prior year, picked up 35.7% year -on-year in 
2009.  As a result, we saw a reduction in the average ticket which is currently down to R$15.9 thousand from R$32.0 thousand 
in 2007 primarily due to the increase in number of retail investors, in particular those that trade through our HomeBroker 
platform, as the flow from orders entered through this platform accounted for about 18.0% of the overall volume for the 
segment in 2009.  

Equities Markets  

Average daily trad ing value  20 10 200 9 200 8  20 10 vs.200 9 2009 vs.2008  

 (in R$ millions)  (%)  (%)  

Cash market  6.031,6 4,943.7 5,162.3 
 

22.0% -4.2% 

Forward market 147,4 96.5 177.8 
 

52.7% -45.7% 

Options market  307,9 245.0 180.2 
 

25.7% 36.0% 

Total 6.488,6 5,285.2 5,520.3 
 

22.8% -4.3% 
 

Financial value traded by investor category. The order flow from institutional buyers accounted for 33.3% of  the average value 
of executed trades carried out on the equities markets. The chart below sets forth data on shares of the 2010 average daily 
trading value by investor category. 

Bovespa segment ï Share of average trading volume by investor category  

 
               Retail         Institutional buyers       Foreign Investors       Financial Institutions      Corporate       Other      

 

As for market concentration, the table below sets forth data indicating the concentration of volumes traded in the 10 , 50 and 
100 most liquid stocks listed on our exchange between 2008 and 2010. The share of overall value traded attributable to the 10 
most liquid stocks declined to 43.42% over this two -year period (from 54.97% in 2008 ), primarily due to a higher number of 
listings and heightened liquidity of stocks of issuers conducting follow-on offerings over the same period. 

Stock Market Concentration  

Concentration of volumes traded  2010 (%)  2009 (%)  2008 (%)  

In the largest, most liquid stock  ................................ ................................ ..................   10.5 9.80 19.92 

In t he top 10 largest, most liquid stocks  ................................ ................................ ......   43.42 44.84 54.97 

In the top 50 largest, most liquid stocks  ................................ ................................ ......   81.08 82.92 87.35 

25% 23% 27% 31% 26%

27% 30% 27% 26% 33%

36% 35% 35% 34% 30%

10% 10% 8% 7% 8%
2% 2% 3% 2% 2%
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In the top 100 largest, most liquid stocks  ................................ ................................ ....   95.18 95.31 96.75 

In addition, the tables below set forth data on market concentration by i ssuer industry, including financial intermediaries, which 
currently concentrate 21.1% of the overall exchange capitalization and 14.0% of the average daily trading value; oil & gas, and 
biofuels, which concentrate 17.9% of  the exchange capitalization and 27.1% of the v alue traded; mining, with 11.3% of the 
exchange cap and 22.2% of value traded, which figures are attributable mainly to top stocks of issuers as ItauUnibanco, 
Bradesco and Banco do Brasil (banks; financial intermediaries), Petrobras (oil & gas, and biofuels) and Vale (mining).  

Market capitalization by industry  

Industry  20 10 200 9 200 8 

 (in R$ billions)       % (in R$ billions)      % (in R$ billions)         % 

 Financial intermediaries  542.48 21.1%     520.91  22.3 298.93 21.7 
 Oil & gas, biofuels  458.97 17.9%     403.23  17.3 241.13 17.5 
 Mining  290.89 11.3%     254.01  10.9 141.92 10.3 
 Electric power 189.08 7.4%     186.00  8.0 137.52 10.0 
 Beverages 144.42 5.6%       98.31  4.2 56.60 4.1 
 Telecommunications 128.77 5.0%     133.78  5.7 115.87 8.4 
 Metallurgy, iron and steel 111.13 4.3%     129.70  5.6 72.46 5.3 
 Processed food 72.80 2.8%       83.16  3.6 49.35 3.6 
 Transportation 72.57 2.8%       58.50  2.5 24.67 1.8 
 Financial services 66.27 2.6%       70.36  3.0 30.43 2.2 
 Other  492.02 19.1%     396.75  17.0 206.40 15.0 

TOTAL 2,569.41  100.0%   2,334.72  100.0  1,375.27  100.0  
 

Financial value traded by industry  

Industry  20 10  200 9 200 8 

 (in R$ billions)       % (in R$ billions)         % (in R$ billions)         % 

 Oil & gas, biofuels  288.5  21.2%         223.7  20.2%       273.6  23.3% 
 Mining  236.3  17.4%         188.6  17.0%       200.7  17.1% 
 Financial intermediaries  149.6  11.0%         129.9  11.7%       133.3  11.4% 
 Metallurgy, iron and steel 111.4  8.2%         108.3  9.8%       124.7  10.6% 
 Financial services 70.1  5.2%          78.0  7.0%        55.6  4.7% 
 Electric power 66.6  4.9%          66.5  6.0%        82.3  7.0% 
 Processed food 41.0  3.0%          32.5  2.9%        30.8  2.6% 
 Transportation  40.6  3.0%          24.9  2.2%        19.7  1.7% 
 Telecommunications 34.3  2.5%          45.0  4.1%        52.4  4.5% 
 Beverages 16.4  1.2%          12.0  1.1%        15.0  1.3% 
 Other 303.0  22.3%         199.8  18,.%       185.4  15.8% 

TOTAL    1.357.8  100.0%      1,109 .2  100 .0%    1,173 .7  100,0%  

 

Other services  

Securities lending  

Our equities clearinghouse operates a securities lending facility known as BTC, which permits investors to lend or borrow 

securities traded on our exchange against collateral posted by borrowers that engage in short-selling or arbitrage transactions, 
thereby adding liquidity to these securities. 

We act as central counterparties to ensure the settlement of all securities lending transactions. In doing so, we adopt stric t 
lending and risk management standards to ensure this market operates in an orderly fashion.  Increase in the financial value of 
securities lending transactions has played a significant role in increasing stock market liquidity in the last few years.  To a large 
extent, this increase in liquidity is a result of securities borrowed for sale in arbitrage transactions, followed by purchas es of 
other securities with the proceeds from the arbitrage sale.  When a lending transaction matures, reverse arbitrage takes place.   

As the facilitating agent in the lending process, our securities lending facility contributes to improving the efficiency of the 
clearing and settlement process related to these transactions, as in the event of failed delivery the BTC will promptly in tervene 
and compulsorily procure so-called automatic loans to ensure the transaction is properly cleared and settled.  

Borrowers are charged fees on each lending transaction registered in our system, which fees are set at rate of 0.25% per 
annum on the fin ancial value of open interest positions, calculated on a pro rata basis. The financial value of an open interest 
position is determined based on either the average market price for the borrowed securities as of the trading session 
immediately preceding the lending transaction date (i.e., on its registration), or the average market price for the underlying as 

of the trading session immediately preceding the maturity date, as defined by lender and borrower upon registering the 
transaction (such date being designated the fee base date).  Additionally, we charge minimum R$10.00 fee per registered 
transaction.  However, we do not charge minimum fees if we are required to procure automatic loans.  



2011 Reference Form ï BM&FBOVESPA S.A. - Bolsa de Valores, Mercadorias e Futuros (BVMF) 

52 

 

With the aim of pushing volume growth in the securities lending mar ket, in May 2009 our securities lending facility adopted a 
0.05% rebate  payable to local securities lenders.  

The volume of securities lending transactions taking place in our securities lending facility in 2010 hit record high R$465.6 billion 
and 971 thousand lending transactions, surging 80% year over year. The 2010 average number of open interest positions 
soared 61.5% from the year-ago average, whereas the 4Q10 average boomed 43.0% from the prior year fourth quarter.  
of 2010  of financial value transacted one year ago did bounce back from the financial crisis.  

In contrast, t he financial value of open interest positions by end-2009 had soared 127.6% year-on-year, to R$15.8 billion from 
R$6.9 billion in 2008, after having plunged 71% year -on-year from th e average for 2007.  However, due to cooler demand in 
the first half of 2009, the average financial value of open interest positions had dropped 24.8% from the previous year average. 

The table below sets forth data on evolution of average financial value of open interest positions and average monthly number 
of transactions for the periods presented.  
 

Evolution of average financial value of open interest positions and number of lending transactions  

 

 

 

  
 

Securities listings  

We maintain different listi ng segments on our exchange and the organized OTC market.  Listing activities performed by us 
correlate with registering, i.e., placing on a list (or board) securities issued by a particular company (the issuer) to trad e on our 
exchange or, as the case may be, the organized OTC market. 

Our revenues from the activity correlate with fees we charge from issuers on a annual basis at a rate computed over the 
amount of each issuerôs capital stock, the minimum fees currently amounting to R$35,000.00 and the maximum capped at 
R$850,000.00.  In addition, from investment funds, incentivized companies and other companies whose units or shares are 
listed on our organized OTC market we charge fixed annual listing fees of R$7,700.00. 

Effective from early 2009, the new price schedule for listing and annual fees contemplated a transition period spanning two 

years (2009 and 2010) during which we granted discounts on our revised fee rates.  

At the end of the year to  December 2010 we registered 471 listings on our stock exchange, versus 434 and 439 in each of the 
prior years, respectively.  Listings on the organized OTC market totaled 70 (versus 77 in 2009 and 89 in 2008).  

Total listings  20 10 2009  2008  

Stock market listings (1)  471 434 439 

Organized OTC market listings  70 77 89 

Funds; other  143 131 149 

Total 684 642 677 
(1)  This number of listings includes securitization firms, bond issuers and issuers of real estate receivables certificates whose shares are not listed to trade on a 

stock exchange and, thus, are not take n into account in our calculation of exchange market capitalization.  
 

Equity offering market  

A 2010 highlight, the equity offering market rebounded to hit record high proceeds of R$74.4 billion from IPOs, follow-on and 
seasoned offerings, totaling R$74.4 billion, above the R$70.1 billion famously grossed in 2007. If we were to include the oil 

reserves assignment the Brazilian government and Petrobras have agreed in connection with the seasoned offering conducted 
by Brazilôs oil and gas giant Petrobras, the overall proceeds from offerings would rise to R$149.2 billion. A total of 22 offerings 
were completed over 2010, 11 of them IPOs, the remainder consisting of follow -on and seasoned offerings. This compares with 24 
offerings in 2009, six being IPOs and the remainder 18 being follow-on or seasoned offerings which in the aggregate raised gross 
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proceeds of R$46.0 billion, versus 12 offerings (four IPOs, 8 follow -on offerings) and gross proceeds of R$34.3 billion in 2008. 

Bovespa segment ï Equity offerings  

(in R$ billions) 

 

      

Listing segments  

Issuers listing securities to trade on our stock exchange may elect to have them trade on any of four segments: the Novo 
Mercado, Corporate Governance Standards Level 1 or Level 2 (Nível 1 or Nível 2 ) or the tradit ional market.  The Novo Mercado, 
Nível 2 and Nível 1 segments are special listing segments that require companies to voluntarily adopt additional corporate 
governance practices not prescribed by law or applicable regulations.  These requirements typically focus on (i) achieving more 
transparent corporate management practices through heightened disclosure and reporting standards, and (ii) better balancing 
the rights of shareholders to ensure both controlling and minority shareholders are extended fair treatment. 

Adherence to any of these special listing segments is voluntary and takes place by means of execution of an agreement 
between the issuer, its controlling shareholders and management team (including members of the board of directors, fiscal 
council members and executive officers), and our company.  Additionally , an issuer must amend the bylaws for compliance 
with the set of requirements particular to each segment. 

As of December 31, 2010, listings on our special corporate governance segments included securities of 167 issuers, meaning 
112 Novo Mercado listings, 18 Level 2 listings and 37 Level 1 listings. In addition,  as of that date there were 295 listings on our 
traditional market. 

In addition, we have established the Bovespa Mais, a special trading segment for the organized OTC market mirrored on the 
stock exchangeôs Novo Mercado segment, which also adopts heightened corporate governance standards. The Bovespa Mais 
segment was established with the aim of enhancing the role of the capital markets as a s ource of financing for a wider universe 
of domestic companies, and a natural path for a move onto the Novo Mercado listing segment.  Bovespa Mais is a segment 
designed for companies that wish to adopt a more measured approach towards accessing the capital markets, such as issuers 
that wish to launch lower volume equity offerings than would be typical in the Novo Mercado or other segment, or issuers 
seeking to conduct offerings designed for a limited number of investors or even those that would only conduct an offering at a 
later date after listing the shares.  

Listings  At December 31, 20 10  At December 31, 200 9 At December 31, 200 8 
     

Stock exchange special listing segments  167 159 160 

Novo Mercado  112 105 99 

Corporate Governance Standards Level 2 (Nível 2 ) 18 19 18 

Corporate Governance Standards Level 1 (Nível 1 )  37 35 43 

Foreign issuers  9 10 9 

Traditional stock market  295 265 270 

Total exchange listings  471  434  439  

BOVESPA Mais  (organized OTC market) 1 1 1 

 

The specific requirements to join each of our special listing segments have been all included in their respective listing 
regulations and generally aim at enhancing transparency in corporate management, promoting widespread share ownership, 
and better balancing the rights of shareholders. 
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Central Securities Depository (CSD); Custody and back-office services 

We operate the only central securities depository, or CSD, existing in Brazil.  As such we provide depository and safe custody 
services to customers in our equities and fixed-income securities markets.  We also provide fungible custody services pursuant 
to which we hold fiduciary title to securities under custody.  For assurance of the integrity of these securities we adopt a 
process for daily reconciliation with the underlying assets, and keep the securities in book-entry form, as identified by an ISIN 
code (International Securities Identification Number)  under a segregated account structure that identifies the ultimate beneficial 
owner. 

These service offerings are provided to issuers and investors in equities and in fixed-income securities alike, and include custody 
accounts identified by investor, provision of account and position statements by mail or online through the Internet; inciden t 
treatment, money transfer and payment recei pt, recording of conversion, exchange and other transactions in the securities, and 
account operations processed in real time.  In addition, we communicate with issuers and fiduciary agents to facility interac tion 
with customer investors for more streamlin e processes. 

The number of active investors in the Bovespa segment went up 11.2% year-on-year, to a universe comprising 640.2 thousand 
investors at the end of 20 10 from 575.7 thousand one year ago. Retail investors accounted for about 95.4% of this total, or a 
universe of 610.9 thousand investors.  In the three year period between 2008 and 2010, the number of active investors grew 
on average 3.1% by year, reflecting the sound performance of the stock market in recent years and our concentrated efforts in 
making the stock market a popular investment alternative.  

CSD ï financial value of assets held in custody and number of custody accounts  

 
 

Revenues we derive from depository and custodial activities correlate with charges of a monthly fee of R$6.90 by custody 
account registered at our depository facility and, since May 2009, also a percentage fee we charge for open interest positions in 
excess of R$300 thousand.  

Custody fees.   

We charge custody fees as a rate of the financial value of assets held in custody, calculated on a pro rata basis. The tables 
below set forth data on our current fee schedule, as revised and effective from June 2010. 

Custody fee schedule (charged on assets under custody)  

Variable  and fixed income securities  
Value range  Yearly rate  

From R$0 to R$1,000,000.00 0.013000% 
Between R$1,000,000.01 and R$10,000,000.00 0.007200% 
Between R$10,000,000.01 and R$100,000,000.00 0.003200% 
Between R$100,000,000.01 and R$1,000,000,000.00 0.002500% 
Between R$1,000,000,000.01 and R$10,000,000,000.00 0.001500% 
In excess of R$10,000,000,000.01 0.000500% 

 

Participant access permits 

Under applicable legislation and regulations, trading activities on regulated organized markets, including ours, are typicall y 
performed through intermediation agents, i n particular brokerage firms.  In our structure, intermediation agents holding 

permits for access to our exchange and organized OTC markets are called market participants.  The requirements applicable 
to intermediation agents applying for rights of access to our trading markets and clearing and settlement facilities have been 
released by means of Circular Letter No. 078/2008, and include the following :  
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a. Fee requirements ï Permit applications for access rights to either of BM&F or Bovespa markets. Applicants for 
permits granting access rights to either market segment are required to commit to the following fee requirements:  

 Licensing fee: this is a one-time charged for the application processing and licensing procedure; 

 Trading rights access fee: this is a one-time fee charged upon issuance of a permit granting trading rights;  

 Settlement rights access fees: this is a one-time fee charged upon issuance of a permit granting clearing and 
settlement rights; and,  

 Annual fees: this fee is intended to cover brokerage  auditing costs.  It is charged at 5% over the base access 
fee (permits granting trading or settlement rights, as applicable).  As of the date of this Form, we have yet to 
start collecting this fee.  

b. Technology infrastructure ï Brokerage firms holding (or applying for) permits for access to our markets are required 
to meet certain technology infrastructure and other IT requirements which are set forth in our Manual for Access to 
BM&FBOVESPAôs Technology Infrastructure , released through our Circular Letter 038/2010 (or OC-038/2010). In 
addition, our service provision policy was disseminated through circular letters 031/2010 and 016/2011, which set 
forth our rates , among other things,  for the following : 

 MegaBolsa workstations (MegaBolsa being a trading system); 

 Gateways for transmission of orders; 

 Additional contingency SLC servers for use at trading desks and brokerage branches;  

 Contracting of order turnaround by minute, based on agreed volume bands, as selected pursuant to the order 
flow (volume) and operatin g strategy of each particular brokerage firm.  

As of December 31, 2010, 85 licensed brokerage firms had been granted permits for access to our equities markets, while 6 7 
held permits to operate in  our derivatives markets, 38 held permits for the forex market and 61 held permits to operate in 
the bonds market.  Brokerage firms are entitled to apply for permits to operate in more than one market or segment. 

Registered brokerage firms  20 10 2009  2008  

Equities markets  85 81 76 

Derivatives markets 67 62 119 

Forex market  38 66 90 

Bonds market  61 80 124 
 

Market Data  

We distribute to local and international authorized vendors across the world market data and information generated in our 
equities and fixed-income markets, in our financial and commodity deriva tives markets, and information on our stock indices, in 
addition to news reports on market developments.   

We currently authorize vendors and brokers to broadcast our information signals.  Vendors are companies that purchase directly 
from us the rights to broadcast or retransmit our information signals, thereby benefiting from our infrastructure and technical 
support for the receipt of signals directly transmitted by us or indirectly by other intermediating vendors.  

We also distribute market data and inform ation to brokers and broker -dealers, who access our information signals in either of 

two ways: (i) directly from us, in which case they benefit from our infrastructure and technical support for signal receipt, or (ii) 
indirectly through a vendor or HomeBroker provider.   

As of December 31, 2010, we had 365,1 thousand vendor customers for our market data, 346.4 thousand being local 
customers and 18.7 thousand international customers, down 11.1% from one year ago, as set forth in the table below.  

Customers  December 31, 20 10 December 31, 2009  December 31, 2008  
    

Brazil 346,421 391,386 363,183 
    

Overseas  18,694 19,130 18,319 
    

Total  365,115  410,516  381,502  
 

Commodity classification services 

We operate commodity classification and grading facilities through which we provide services for classification and grading of 
cotton and coffee beans.  

We provide cotton classification services from our facilities located in city of São Paulo and in the cit ies of Sorriso and 

Rondonópolis, the latter two located in the state of Mato Grosso (the region is the largest cotton producer in Brazil).  These 
facilities have combined yearly capacity to classify 2.7 million samples, which corresponds to approximately 30% of domestic 
cotton production.  In 2010 t he cotton classification volume increased by 24% from the prior year due mainly to growth of the 
customer base.  
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Coffee beans are classified and graded with the ultimate aim of determining bean quality (best cup quality) and thereby 
securing higher market prices.  In order to ensure proper clearing and settlement of  transactions carried out on our 
commodities markets for physical delivery of Arabica Coffee, we require the coffee beans to have been classified and graded. 
We provide classification and grading services from our facilities located in the cities of São Paulo (classification) and Santos 
(grading). Additionally, to ensure accurate, high quality grading we have established a panel of experienced, well -recognized 
grading experts. 

For improved competitiveness, based on demand from international markets, we now require the coffee beans deliverable 
under contracts we settle to have been graded at least type ñ4-25 4/5,ò which allows for maximum 36 defects and -25 point 
rating. The minimum grade previously required was type 6 (86 defects, -100 point rating ).  
 

b.  Revenues derived by each relevant operating segment, including as a percentage of total net revenues.   

For clearer presentation and better comparability of our consolidated financial information, in 2010 we recla ssified certain line 
items in the revenues group, with no impact on net income, shareholdersô equity or cash flows. However, because of the 
integration and corporate restructuring processes that in 2008 combined the two former independent exchanges into 
BM&FBOVESPA, which also had diverse charts of accounts, we have not prepared retrospective financial information, nor 
incorporated these changes into our financial information for the year ended December 31, 2008, which thus allow for limited 
comparability only. 

  Year s ended December 31,  Variation  
  2010   2009   10 vs.  09  
  (in R$ thousands) %  (in R$ thousands) %  %  

Gross operating revenues  2,102,554  100,0%  1,672,894  100.0%  25.7 %  
       

Transaction fees  -  BM&F segment markets 
(trading, clearing, settl ement)  722,065  34,3%  534,189  31.9%  35.2%  

 Derivatives  701,545 33,4% 513,185 30,7% 36.7% 
 Forex 20,427 1,0% 20,849 1,2% -2.0% 
 Debt securities  93 0,0% 155 0,0% -40.0% 
       

Transaction fees  -  Bovespa segment markets 
(trading, clearing, settlement)  1,049,300  49,9%  837,326  50.1%  25.3 %  

 Trading ï trading fees  737,074 35,1% 605,244 36,2% 21.8% 
 Clearing and settlement ï transactions fees 254,904 12,1% 207,914 12,4% 22.6% 
 Other 57,322 2,7% 24,168 1,4% 137.2% 
       

Other operating revenues  331,1 89  15,8%  301,379  18.0%  9.9%  

 Securities lending fees 49,443 2,4% 32,989 2,0% 49.9% 
 Listing fees 44,392 2,1% 39,549 2,4% 12.2% 
 Depositary, custody and back-office fees 88,263 4,2% 72,167 4,3% 22.3% 
 Participant access fees 48,234 2,3% 46,051 2,8% 4.7% 

 Market data sales (vendors) 67,629 3,2% 64,650 3,9% 4.6% 
 Commodity classification fees  3,898 0,2% 4,304 0,3% -9.4% 

 Brazilian Commodities Exchange 5,669 0,3% 7,146 0,4% -20.7% 
 BM&F Settlement Bank 8,043 0,4% 8,290 0,5% -3.0% 

 Other 15,618 0,7% 26,233 1,6% -40.5% 
 

c. Income (loss) ascertained by each relevant operating segment, including as a percentage of total net income.  

We do not calculate income or loss for each operating segment. 
 

7.3.  Products and services comprising each operating segment discuss ed under 7.2 above  

a. Production process  characteristics  

Organized markets  

The regulated securities markets include the exchange market and the organized OTC market (organized markets).  Features 
typically found in these organized markets include:  

 Provision of electronic trading systems and environments for the registration of previously agreed transactions;  

 Trading system or environments that adopt specific price formation standards;  

 Permission to trade directly with no assistance from an intermediation agent;  

 Permission to delay disclosure of market data and information; 

 The order flow entered and executed in a marketôs electronic systems; 

 Type of investor for whom a market caters.  

Brazilian law grants powers and authority for the Brazilian Securities Commission, or CVM, the Brazilian National Monetary 
Council (CMN) and the Central Bank to regulate activities in the Brazilian financial and capital markets, each of them acting 
within its own sphere of competence.  As the operator of organized markets (meanin g securities and derivatives exchanges, as 
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well as OTC market), our company is required to perform a dual role of market manager and regulatory entity licensed by the 
CVM.  For this purpose applicable regulations and the CVM recognize BM&FBOVESPA as a self-regulatory entity with powers and 
authority to regulate activities in these markets and those of market participants.   

Exchange markets  

Exchange markets typically operate centralized and multilateral platforms for trading (entry, matching and execution of buy and 
sell orders) in securities, with assistance from an intermediation agent, or having as counterparty a market maker which is 
required to hit bids and take offers posted by other market participants for fulfillment of its market making role.   

A particular trait of exchange markets is that securities and derivatives traded on these markets consist of standardized 
securities and contracts, such that those that have similar characteristics constitute fungible things which are mutually 
replaceable for thins of the same kind and volume.  

We manage two exchange markets, one being the derivatives market, or BM&F segment, for trading in derivatives contracts, 
spot U.S. dollar, and government debt securities, the other being the equities market, or Bovespa segment, for trading in 
equities and private debt securities.  In either segment we adopt a vertically integrated business model and our service 
offerings include the entire trade life cycle (from order entry to matching to execution, to risk management, t o clearing and 
settlement activities, where we consistently act as CCP to ensure multilateral settlement). In addition, we provide 
intermediation agents and investors with access to trading systems and provide depository, custodial and back-office services 
(except derivatives, for which we provide registration services only).  

Organized and non-organized OTC markets  

An OTC market may operate in either of two ways:  

 centralized and multilateral platforms for trading (entry, matching and execution of buy and  sell orders) in securities, 
whether or not with assistance from an intermediation agent, or having as counterparty a market maker which is 
required to hit bids and take offers posted by other market participants,  

or, in the alternative,  

 through the regis tration of previously agreed transactions.   

OTC derivatives are tailor-made, or standardized privately-negotiated agreements traded (and privately negotiated) directly 
between two parties, without going through an exchange or other intermediary, the value  is derived from the value of an 
underlying asset which unlike certain exchange-traded equities and fixed-income securities, are typically not fungible. In 
addition, trading sand price formation standards and practices differ from those that are adopted in  a stock exchange market.    

OTC derivatives transacted in the BM&F segment are non-standard registerable contracts, whereas OTC equities traded on the 
Bovespa segment include lower liquidity shares of mid- to small-cap issuers or issuers that adopt a gradual access strategy, in 
addition to private debt securities, units of funds and units of funds of funds and other securities.  

Trading and post -trade  

Evolution of the electronic trading platforms  

For a great many years trading activities on stock exchanges and on futures exchanges were performed on the trading floor, in 
open outcry environments where traders and stock brokers gathered around the pit would hand signal frantically to outdo the 

competition in buying and selling equities, futures and other deri vatives, with demand determining market prices.  Such was the 
case with trading activities performed on Bovespa and BM&F segments.  In recent years however technology developed to a 
point where the market was ready to forego the trading floor, which in bot h our segment markets was replaced with electronic 
trading systems, platforms and environments where matching engines replaced hand signaling in matching orders for 
execution.  This transformation deeply changed the pace of business, as technology developments permitted the 
electronification of the entire trading cycle, providing the market with all sorts of communication resources and ever faster , 
higher-capacity data feeds, trade-matching and quoting engines.  

In the context of electronic trading, we beli eve having the ability to offer very low latency, high throughput capacity and 
scalability to support market growth are crucial factors and key competitive strengths, which require us to make substantial 
investments in technology.  We invest heavily in developing our technology infrastructure and, in particular, our trading 
platforms for BM&F segment (GTS system), for Bovespa segment (MegaBolsa system), the Sisbex system for the trading of 
government bonds and securities, and the BovespaFix system, for the trading of private debt securities.  
 

BM&F segment  

The electronic trading system for derivatives first launched in 2000 as the GTS platform (acronym for Global Trading System).  
This first version of the platform had been developed by then Bourse de Paris (currently NYSE Euronext).  Early in 2008 that 
system was replaced with a new proprietary system we developed and implemented internally, but still call GTS platform.  Afte r 
the trading floor shut down in June 2009, all trading activity for the derivatives m arkets is processed through the GTS platform.  
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In addition, technology developments implemented in recent years and over the course of 2009 brought the round -trip time, or 
RTT, down to 10 milliseconds at year-end from 70 milliseconds at end of year in 2007 .  Throughput capacity in turn supports 
200.0 thousand daily trades since before 2009, for average daily demand at year-end comprising approximately 50.0 thousand 
daily trades.  RTT is the time required to send a signal in both directions over a particular  communication link and is the soonest 
that it is possible to receive acknowledgement of a message through a particular system. In the context of electronic trading  
systems, RTT is the primary metric to determine a trading systemôs performance.  Our investments in technology aim to place 
our GTS system amongst the most advanced across the world.  Throughput capacity in turn currently supports 400.0 thousand 
daily trades, up from 55.0 thousand daily trades at the end of 2007.  

BM&F segment      
Round -trip ti me  (in milliseconds)  2010  2009  2008  2007  

Derivatives markets 10-15 20 25 70 
Throughput  (in thousands of daily trades)  2009  2009  2008  2007  

Derivatives markets  400 200 200 55 
  Daily average 66 39 29 23 
  Peaks 152 76 49 42 

 

Bovespa segment  

The electronic trading system of Bovespa, then an independent exchange, first launched in 1990 as the CATS trading platform 
(acronym for Computer Assisted Trading System).  Later, in 1997, it was replaced with the MegaBolsa system, an advanced 
system developed by then Bourse de Paris (currently NYSE Euronext).  Since then, the MegaBolsa underwent different stages of 
development to reach the current configuration as V900 version of the MegaBolsa system. 

As with the GTS system, technology developments implemented in recent years and over the course of 2009, including the 
upgraded version for the MegaBolsa system, brought the round-trip time, or RTT, down to 10 milliseconds at year -end from 450 
milliseconds at end of year in 2007, whereas throughput capacity increased tenfold.  

Bovespa segment      
Round -trip time  (in milliseconds) 2010  2009  2008  2007  

Stock market 10-15 20 300 450 
Throughput  (in thousands of daily trades)  2010  2009  2008  2007  

Stock markets 3,000 1,500 770 390 
  Daily average 431 332 245 153 
  Peaks 800 591 414 343 

 
Common investments in technology  

In 2010 we entered into a technology agreement with the CME Group whereby we will cooperate in the development and 
implementation of a multi-asset class electronic trading platform with throughput capaci ty below one millisecond, which in time 
will replace our existing trading platforms.   

While we were quite successful in cutting latency down in both our GTS and MegaBolsa systems (round-trip time in each 
system decreased by 80% and 97%, respectively), we a re still planning to develop and implement a new and improved multi -
asset class electronic trading platform.  Our investment plan contemplates, among other things, a system designed to operate 
with on-peak 50% idle capacity.  

Beyond offering lower latency and higher throughput capacity, improvements recently implemented also included investments 
in direct access infrastructure and connectivity.  For example, in July 2009 we launched the BM&FBOVESPA Communication 
Network, or RCB, which was designed to supply demand associated with the expansion and increased sophistication of the 
Brazilian capital markets and to supplement services previously offered through the Financial Community Communication 
Network, or RCCF.  The RCB is an open communication network for high speed connectivity between market participants and 
the exchangesô electronic trading systems, based on a high performing structure with heightened data transmission capacity 
and greater flexibility, which gives participants the ability to make choices  as to alternative telecommunications providers, data 
transmission technologies, network capacity and velocity, and contingency resources. 

Furthermore, we adopt the FIX protocol ( Financial Information eXchange) in our messaging and trading systems. FIX protocol is 
an open specification intended to streamline electronic communications in the financial securities industry, which supports 
multiple formats and types of communications between market participants and the trading systems, including email, trade 
allocation, order submissions, execution reporting. It is technology commonly used in our industry, making it easier for new 
participants to access our markets.   

DMA program development  

In addition to reducing latency and increasing capacity, we implemented a number of alternative types of connection to our 
systems thus ensuring we provide customers with efficient channels for direct market access, or DMA, to our trading systems, 
while at the same time enhancing our market data distribution and transmission  capacity.  Moreover, developing efficient direct 
market access through electronification of the entire flow, whereas offering streamlined order execution and friendly 
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environments for high frequency trading (high frequency traders make use of computer pro grams to enter orders with the 
computer algorithm deciding on aspects of the order, such as timing, price, and quantity).  Already high frequency trading 
accounts for significant portions of the volumes traded in sophisticated international markets, but in  Brazil high frequency flows 
are still incipient, and account for a very small portion of consolidated volumes (in December 20 10 high frequency volumes 
accounted for 3.9% of the volume s traded in derivatives and 4.0% of the financial value traded in equiti es.). 

The rationale behind the concept for our DMA program is to give investors the ability to access from his workstation our mark et 
data feeds and the order book for a number of securities, and to enter buy and sell orders directly into our trading syste ms.  
However, we should note that provision of these services will not dispense with the role of the intermediation agents, as any  
investor will only be permitted to have access to DMA facilities through his brokers and under their authorization given in t he 
context of a fully established commercial relationship.  In addition, a broker offers services that no access model could ful fill and 

performs a key role in the trade life cycle and liability chain, which therefore also includes the clearing and settlem ent process.  

The figure below shows how the DMA models operate.  

 
 

Below is a brief description of each of the four DMA models we have implemented:  

Á Type 1 ï Traditional DMA - takes advantage of the infrastructure of participant brokerage firms to connec t end users to 
the Exchange;  

Á Type 2 ï DMA via Provider - uses the infrastructure of online routing providers for the order routing process , including 
order routing to the CME Globex system;  

Á Type 3 ï DMA via Direct Connection - permits users to hire a dir ect link to the Exchange and forego usage of brokersô 
trading screens or specific interface tools; and 

Á Type 4 ï DMA via Co-location arrangement - we host the customerôs server in our data center for automated order 
execution and registration.  

These four DMA models were previously available to participants and investors dealing within the  BM&F segment, and have 
been fully operational and generating business for over one year.  The traditional DMA connection (Type 1) and access for 
order routing to the CME Globex system (Type 2) were implemented in August and September 2008, respectively.  These were 
followed by implementation of all other connections for DMA via Provider (Type 2), which now includes five licensed providers . 
Then in June 2009 we implemented the DMA via Co-location model (Type 4) and in October 2009 the DMA via Direct 
Connection. 

These same DMA models are available to market participants and investors doing business within the Bovespa segment since 
September 1, 2010. However, none of these models dispenses with broker intermediation, which is a legal requirement. Our 
traditional DMA model first launched in 1999 to provide retail investors with direct market access to our HomeBroker platform.  
 

Post -trade activities at our clearing houses  

In the course of the exchange integration process that merged BM&F and Bovespa into BM&FBOVESPA, we absorbed the 
following clearing facilities, which act as central counterparty clearing houses and the Central Bank deems to perform 
systemically material roles: (i ) equities clearinghouse (formerly known as CBLC), (ii) derivatives clearinghouse, (ii) FX 
clearinghouse; and (iii) government securities clearinghouse.   

Our clearing facilities operate pursuant to Law No. 10,214 dated March 27, 2001, which authorizes mul tilateral clearings and 
settlements, regulates the role of central counterparty performed by systemically material clearing facilities, and permits t he 
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use of collaterals posted by defaulting participants to settle their obligations within the scope of our  clearing and central 
counterparty activities, including in the event of insolvency, intervention, bankruptcy and extrajudicial liquidation.  

As trades are executed in one of our trading segment, data on these trades are automatically fed to the systems in our clearing 
houses and promptly relayed to intermediation agents for them to designate the actual principal under each transaction, in a 
process known as specification.  In the next phase of the trading cycle, the relevant clearing house will act for phys ical delivery 
(for transfer of the security or the underlying or, as the case may be, for registration of the transaction) or financial set tlement 
(for transfer of monetary resources) to be carried through, as applicable.  In doing so, our clearing houses may act or not act 
as central counterparty to ensure multilateral settlement. The role as central counterparty is mandatory for the clearing and  
settlement of exchange-traded derivatives, FX derivatives, government securities and stocks, but is voluntary where the clearing 
and settlement of trades in OTC derivatives and private debt securities. 

Our clearing houses typically act as central counterparty (CCP) for the derivatives market (including futures, forward, options 
and swap markets), the spot U.S. dollar market, the government debt securities markets (cash, forward repo and securities 
lending markets), for the equities markets (cash, forward options, futures and securities lending markets) and the private fi xed-
income securities market (cash and securities lending markets).  

Our central counterparty clearing houses are responsible for providing efficiency and stability to the market by ensuring tra des 
are properly cleared and settled.  A CCP interposes itself between counterparties to financial transactions, becoming the buyer 
to the seller and the seller to the buyer.  Acting in the capacity of central counterparty, our clearing houses absorb the ri sks of 
the counterparties in-between a trade transaction and its clearing and settlement, carrying out mult ilateral activities for financial 
settlement and clearing of securities and financial assets, in the event of default resorting to certain safeguard mechanisms , or 
in extreme situations resorting to our own net assets. In modeling and managing CCP risks, we focus on calculation, controls 
and mitigation of credit risk intrinsic to clearing participants.  

For proper risk mitigation, each clearing house has its own risk management system and safeguard structure. These structures 
comprise the universe of mechanisms and remedies a clearing house may resort to in order to cover losses from failed 
settlement by a participant.  he key components of these safeguard structures include collateral deposited by market 
participants, often as margin, plus special funds int ended to cover possible losses due to defaults and, in addition, co-liability 
undertaken by broker and clearing agents regarding transactions they intermediate or clear.   

The models we adopt in calculating margins are stress-test based, meaning they seek to assess market risk by taking into 
account not only recent historical volatility in market prices, but also the possibility that unexpected events could change 
historical behavior patterns for prices and the market as a whole.   

The principal parameters we use in calculating margin are stress scenarios our market risk committee defines for risk factors 
that typically affect the prices of securities, contracts and financial instruments traded on our markets.  The primary risk factors 
for stress testing include, among other things, the Brazilian real to U.S. dollar rate, the Real-denominated fixed rate curve; the 
forward structure of the U.S. dollar -denominated Brazilian yield curve (ñcupom cambialò), the Bovespa index and the cash prices 
for stocks.   

As of December 31, 2010, collaterals posted by participants totaled an aggregate of R$143,087.7 million, up 40.8% from 
R$101,641.1 million in the prior year.  This fall correlates mainly with a 44.4% climb in the volume of collaterals pledged in 
connection with the clearing and settlement of transactions in derivatives and a 39.1% rise in the volume of collaterals pledged 
for transactions in stocks and other equity or debt -based securities, in either case a clear indication of more active trading and 

the improved market conditions in the periods under observation.  

Pledged collaterals  
Clearinghouses  December 2010  December 2009  December 2008  

 (in R$ millions) (in R$ millions)  (in R$ millions) 

Equities and corporate fixed - income securities  50,702.5  36,437.4  21 ,481.3  
Government bonds  22,749.9 15,665.7 10,185.9 
Stocks  25,809.8 17,208.3 9,101.8 
Other*  2,142.7 3,563.3 2,193.5 

Derivatives  87,534.7  60,605.5  99,047.8  
Government bonds  76,979.3 53,754.9 89,760.7 
Bank letters of guarantee 3,538.5 1,479.3 3,690.8 
Other*  7,016.9 5,371.3 5,596.2 

Forex  3,921.7  3,766.1  3,724.3  
Debt securities  928.8  832.1  1,423.5  

Total  143,087.7  101,641.1  125,676.8  
 
BM&F Settlement Bank  

With the purpose of providing services that meet the specificities and peculiarities of the ma rkets in which we operate, we have 
established the BM&F Settlement Bank, a wholly-owned subsidiary which offers our clearing houses and holders of access rights 
to our clearing houses custodial services for securities and financial assets pledged as collateral for transactions carried out in 
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our markets.  Conceived as an operating support vehicle, the BM&F Settlement Bank operates pursuant to the same high 
standards of efficiency and security adopted by us and our clearing houses, offering custody and settlement-related services in 
an exclusive, transparent, technical and skilled environment.  

Service offerings include settlement of transactions registered with the registration facility, the depository and the centra l 
registration system; clearing and settlement of securities, derivatives and foreign exchange; local representation and custodial 
services provided to non-resident investors; and support services provided to investment clubs.  The BM&F Settlement Bank 
provides important risk mitigation and operat ional support for the clearing houses that integrate the BM&FBOVESPA system, 
and for market participants.  It performs activities in line with the strategies and guidelines of the parent company and in 
accordance with its corporate purposes. 

Brazilian Comm odities Exchange  (Bolsa Brasileira de Mercadorias) 

Acting through the Brazilian Commodities Exchange we provide services and an electronic transaction facility for agribusiness 
products, public and private electronic auction services for the  trading of commodities and agribusiness services, centralizing 
the trading of agricultural commodities and OTC agribusiness securities. We also provide clearing and settlement services, 
acting as central counterparties to ensure multilateral settlement, in addition to offering depositary services for agribusiness 
securities.  

b.  Features of the d istribution process  

Distribution channels   

Commodity and securities brokerage firms are market participants with direct access to our trading systems, entitled to 
engage in proprietary trading and perform intermediation activities on behalf of their customers.  Brokerage firms currently 
licensed by us and holding permits that give them rights to access our markets include 67 brokerage firms operating as 
participants in derivatives markets, 85 securities brokerage firms operating as participants in the equities markets, 38 firms 
operating in the foreign exchange market and 61 brokerage firms operating in the bonds market.  

With the purpose of organizing and expanding our base of part icipants, thereby driving volume growth to BM&F segment, 

we created different categories of access permits which grant different rights of access to our markets.  Brokerage firms are  
eligible to apply for one or more categories of access permit provided they fulfill certain related requirements.  These 
requirements include minimum net equity and net current assets for protection of liquidity, in addition to professional 
qualification, technology infrastructure, operating and other requirements.  Permit cate gories are classified according to 
market and practice area.  

Permits granting rights of access to Bovespa segment markets in turn are granted only to securities firms, and are classified 
into (i) full access permits; (ii) regional access permits; and (iii ) pioneering access permits.  In addition to brokerage firms, 
investment banks and securities dealers are also eligible to apply for permits to access our fixed-income market and 
organized OTC markets. 

Permits granting access rights for participants to tra de and intermediate trading on BM&F segment markets may entail either 
full or restricted trading rights, depending on the terms of the permit application .  In the latter case, a permit would carry 
rights to trade or intermediate trading on certain markets and in certain types of derivatives, including , as the case may be, 
trading in financial derivatives or commodity derivatives (grains, coffee, sugar)  or OTC derivatives or government bonds and 
debt securities, or rights f or access to the spot FX market ( foreign currency for physical delivery). Moreover, a permit 
carrying restricted rights for the trading of financial derivatives may restrict trading to certain types of contracts (such as 
interest rate contracts or FX derivatives or index-based derivatives or energy or metal derivatives, or a combination thereof).  
Our board of directors reviews and evaluates applications for access permits submitted by any new brokerage firm.   

Operational Qualification Program ï PQO 

Brokers and brokerage firms typically represent important distribution channels for our products . For the very nature of their 
business they work actively in prospecting and expanding our end customer base. In addition, because broker-intermediated 
trading is a requirement of Brazilian law, we take concerned in ensuring local brokerage firms operate pursuant to high 
standards. For this reason, we launched in 2005 a quality certification program for brokers and brokerage firms operating in 
derivatives markets. More recently, we expanded the program to encompass brokers and brokerage firms that operate in 
any market within each of the BM&F and Bovespa segments. Our quality certification program includes training and 
professional guidance on standards with the aim of strengthening their position as mar ket participants, whereas ensuring 
minimum efficiency and performance standards in intermediation activities, as well as sound market practices.  In addition, 
we adopted several criteria to grant qualification seals , which include segmentation by category of intermediation activities .  

Accordingly, qualification seals may be granted under any of the following five categories of brokerage activities:  

Á Home Broker ï this seal identifies individuals or brokerage firms that focus on a customer base primarily mad e up of 
retail investors to whom they provide direct market access (typically through the Internet)  pursuant to simple, 
objective guidance requiring very little human interference.  

Á Retail Broker ï this seal identifies individuals or brokerage firms whose customer base comprises mainly corporate 
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investors (which trade in a wider range of financial products ), and whose qualification requirements include 
professional trading education skills and advisory capabilities, trade capture and distribution capabilities.  

Á Agro Broker ï this seal identifies individuals or brokerage firms that operate within the BM&F segment focus ing 
mainly on intermediation of transactions in agricultural commodity derivatives. Agro brokers frequently interact with 
participants across the commodities production chain. The agro broker qualification requirements include customer 
interaction and commercial penetration skills, financial planning and financial structuring capabilities, in addition to 
tax knowledge. 

Á Carrying Broker ï this seal identifies individuals or brokerage firms that in addition to providing trading intermediation 
services focus on operating as clearing agents and as custodians for securities. The qualification requirements for 
carrying brokers include heightened capabilit ies and efficiency in sizing and managing customer positions, in tackling 

the clearing and settlement cycles and credit-related issues, including securities lending and collateral management, 
risk management and position consolidation skills. 

Á Execution Broker ï this seal identifies individuals or brokerage firms that focus on providing professional trading 
services, and pursue nimbleness and efficiency in high-speed, high-volume execution and order flow management  

For purposes of obtaining a qualification seal, brokerage firms are required to operate pursuant to certain standards and 
practices based on which qualification is recognized. Every brokerage firm is required to observe and practice certain general 
standards, which constitute minimum qualification requirements, in addition to special standards applicable to each 
qualification category, which a brokerage firm must meet and practice. 

Adherence to both general and special quality standards is verified pursuant to audit processes conducted by exchange 
auditors. In addition, a qualification seal is granted only upon issuance of an opinion by our PQO Qualification Committee 
(composed of exchange executives and officers) advising that the applicable requirements are fulfilled and recommending 
the brokerage qualification. At the end of 20 10 we had granted qualification seals to 90 brokerage firms that operate within 
the BM&F segment.  

The high standards by which brokerage firms operate in our markets underpin the development of Brazilian capital markets, 

and provide an important channel for efficient distribution of our products and services. For this reason, started from 2010, 
we extended our qualification program to the participants of the Bovespa segment, and plan to grant the same categories of 
certification seal discussed above, except the agro broker certification.  

c. Market characteristics in relevant operating segments, in particular :  

i.  Share of each relevant market segment  

Because we operate the only domestic exchange markets for listed equities and derivatives, in December 2010 our share of 
these markets was 100%.  In the case of the organized OTC markets, our share of the market for OTC equity securities was 
close to 100%, while our share of the market for OTC derivatives was approximately 20%. 

In addition, as compared to other Latin American exchanges, at the end of 2010 our exchange accounted for approximately 
81.0% of the financial value traded in equities and 59.6% of the overall combined market capitalization of all Latin American 
exchanges. 

Shares of the overall financial value traded  
 on Latin American Exchanges in 2010 

Share of the combined overall Latin American  
market capitalization (December 2010) 

  

                   BM&FBOVESPA           Mexico          Other                   BM&FBOVESPA        Mexico       Santiago       Other 

Source: World Federation of Exchanges (WFE) 

In addition, transactions carried out on our stock exchange accounted 55.43% of the overall financial value traded in stocks of 
Brazilian issuers over 2010, whereas the remainder has been traded on U.S. exchange markets, such as the New York Stock 

Exchange, or NYSE, in the form of depositary receipts.  In 2009 and 2008 transactions in stocks of Brazilian issuers carried out 
on our stock exchange accounted for 51.73% and 46.42%, respectively, of the overall financial value traded in these stocks, 
whereas trades on U.S. exchange markets accounted for the remainder.  In 2009 and 2008 trades on our stock exchange 
accounted for 51.73% and 46.42% of the overall financial value traded, respectively.  It should also be noted that between 2007 
and 2010 our stock market registered 85 new listings, with just one entrant applying for dual listing (with us and the NYSE).  
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 Bovespa segment  USA 
   

2007  53.12% 46.88% 
2008  46.42% 53.58% 
2009  51.73% 48.27% 
20 10 55.43% 44.57% 

 

ii.  Competitive market conditions  

Brazilian Stock Market Indus try  

The Brazilian stock market industry began in 1845 with the creation of the Rio de Janeiro Stock Exchange (Bolsa de Valores do 
Rio de Janeiro), or BVRJ.  Other stock exchanges emerged later, including in 1890 the São Paulo Stock Exchange, under the 
name of Free Exchange (Bolsa Livre), which in 1895 changed to São Paulo Government Funds Exchange (Bolsa de Fundos 
Públicos de São Paulo). In the m id-1960s it was renamed BOVESPA. 

In 2000 an agreement was signed to consolidate the nine stock exchanges then operating in Brazil.  Pursuant to this 
agreement, all trading of equity securities on stock exchanges in Brazil moved to Bovespa.  Five of those exchanges were later 
terminated by their members.  

In the case of the derivatives market, BM&F was organized in 1985 under the name Brazilian Mercantile & Futures Exchange, 
and has since been the only domestic exchange for the trading of derivatives contracts.  

Two well-defined trading segments emerged from the consolidation of the domestic stock markets into Bovespa, meaning the 
equities and fixed-income securities segment operated by Bovespa, and the derivatives segment, comprising the trading of 
commodities, derivatives based on equities, indices, interest rates and currency rates, in addition to federal, state and local 
government debt securities, which was operated by BM&F. 

Then, on May 8, 2008, the shareholders of Bovespa Holding S.A. and of BM&F S.A. approved the integration of the two 
exchanges under a single company named BM&FBOVESPA S.A. ï Bolsa de Valores, Mercadorias e Futuros, the Brazilian 
Securities, Commodities and Futures Exchange.   

As of December 31, 2010, we had no local competition in eith er the securities or the derivatives exchange markets, or in the 
organized OTC market for equity securities.  However, we did have competition in the OTC markets for derivatives and 
government and private debt securities, in addition to having competition for certain of the services provided by the BM&F 
Settlement Bank. 

The tables below set forth 2010 information on rankings of world exchanges both by financial value traded and market 
capitalization, based on data compiled by the World Federation of Exchanges, or WFE.  At December 31, 2010 our exchange 
ranked 15th by financial value traded and 11th by exchange market capitalization.  In addition, according to data released by the 
Futures Industry Association, or FIA, our derivatives market ranked 6th in number of contracts traded.  

Top  10 largest  Exchanges across international markets  

 By f inancial value traded     (In US$ millions)   By market  capitalization    (In US$ millions)  

 

Exchange  
Year ended  

December 31, 2010  

  

Exchange  
Year ended  

December 31, 2010  
   

   

1 NYSE Euronext (US) 17,795,600.20  1 NYSE (Euronext) US 13,394,081.80 

2 NASDAQ OMX 12,659,197.92  2 NASDAQ OMX 3,889,369.88 

3 Shanghai SE 4,496,193.54  3 Tokyo SE Group 3,827,774.20 

4 Tokyo SE Group 3,787,952.33  4 London SE Group  3,613,063.97 

5 Shenzhen SE 3,572,529.12  5 NYSE Euronext (Europe) 2,930,072.44 

6 London SE 2,741,324.64  6 Shanghai SE 2,716,470.22 

7 NYSE Euronext (Europe) 2,018,076.73  7 Hong Kong Exchanges 2,711,316.16 

8 Deutsche Börse  1,628,496.44  8 TSX Group 2,170,432.73 

9 Korea Exchange  1,607,247.27  9 Bombay SE  1,631,829.54 

10 Hong Kong Exchanges 1,496,432.51  10 National Stock Exchange India 1,596,625.26 

11 TSX Group 1,368,953.60  11  BM&FBOVESPA  1,545,565.66  

12 BME Spanish Exchanges  1,360,909.64  12 Australian SE 1,454,490.57 

13 Australian SE 1,062,649.54  13 Deutsche Börse 1,429,719.05 

14 Taiwan SE Corp. 903,061.74  14 Shenzhen SE 1,311,370.08 

15  BM&FBOVESPA  868,813.04  15 SIX Swiss Exchange 1,229,356.54 

16 National Stock Exchange India 801,017.16  16 BME Spanish Exchanges 1,171,624.98 

17 SIX Swiss Exchange 788,360.82  17 Korea Exchange 1,091,911.46 

18 NASDAQ OMX Nordic Exchange  750,278.69  18 NASDAQ OMX Nordic Exchange 1,042,153.74 

19 Istanbul SE 411,203.43  19 MICEx 949,148.86 

20 MICEx  408,078.05  20 Johannesburg SE 925,007.15 
 Source: WFE                Source: WFE 
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2010 Top -10 Futures Exchanges    (data as at December 2010)  

Rank  Exchange  Number of contracts traded (2010)  

1 Korea Exchange 3,748,861,401 

2 Chicago Mercantile Exchange (CME) 3,080,492,118 

3 Eurex  (includes ISE) 2,642,092,726 

4 NYSE Euronext  (includes all EU and US markets) 2,154,742,282 

5 National Stock Exchange of India 1,615,788,910 

6 BM&FBOVESPA 1,422,103,993 

7  Chicago Board Options Exchange  (includes CFE) 1,123,505,008 

8  Nasdaq OMX Group  (includes all EU and US markets) 1,099,437,223 

9  Multi Commodity Exchange of India  (includes MCX-SX) 1,081,813,643 

10  Russian Trading Systems Stock Exchange 623,992,363 

Sources: WFE; FIA  
 

d.  Seasonality, if any.  

We have no records suggesting our business is significantly influenced by seasonal factors, as we observe that trading volumes 
may fluctuate for a number of reasons not clearly attributable to any seasonal event.  
 

e. Principal raw materials and supplies  

Our relationships with suppliers and service providers are conducted in strict compliance with the notion of cooperative 
relationships based on mutual good faith commercial relations.  Our main suppliers are technology and IT solutions providers,  
including servers, network equipment, mainframes and other hardware, equipment maintenance services, technical support and 
specialist providers (in the case of special projects). 

Typically, contracts and prices are negotiated by project or program.  Where the price is agreed in foreig n currency we will be 
subject fluctuations in exchange rate, and where agreed in Brazilian reais there may be adjustments for inflation, which typi cally 
track the fluctuations of either the extended consumer price index (IPCA) or the general market price i ndex (IGPM).  In some 
cases the price may be tied to performance, such as in the case of the MegaBolsa trading system, as the maintenance fees for 
this system closely correlate with throughput.  

We have a service agreement with Primesys, the network communications provider for the Financial Community 
Communication Network (Rede de Comunicação da Comunidade Financeira), or RCCF, the open communication network for 
connectivity between market participants and our trading systems. We rely on Primesys for the provision of network 
communications related to post-trade services.   

Our main suppliers and service providers include the following:  

IT (software and hardware):  HP; EMC Computer; Hitachi Data System; IBM; Compusoftware; AtosEURONEXT (NYSE); 

Services: 7COMm; IBM; Multirede; Hitachi Data Systems 

Specialist providers: 7COMm; GPTI; 3CON Consultoria and Stefanini. 
 

7.4.  Customers whose purchases account for over 10% of total net revenues  

In our case customer revenue concentration is not a factor of dependence, as our customer are the principals in trades carried 
out on our markets, who for this purpose use our services.  
 

7.5.  Material effects of government regulations on the business  

a. Special licensing requirements  related to the business; track record of relation with licen sing 
authorities . 

Regulation of the industry  

Overview  

The Brazilian capital markets and financial system are regulated by several government agencies. The overall regulatory 
framework governing the Brazilian financial system and capital markets, however, is based on two main laws: (i) Law 
No. 4,595/64, dealing with the organization of the Brazilian financial system and the roles of its agents, including the Central 
Bank; and (ii)  Law No. 6,386/76, or Brazilian Securities Market Law, dealing with the organization of the Brazilian capital 
markets and the role of its agents, creating the CVM, and defining its powers, sphere of competence and responsibilities. 

Market Regulators  

The Brazilian National Monetary Council (Conselho Monetário Nacional), or CMN, the Central Bank and the Brazilian Securities 
Commission (Comissão de Valores Mobiliários), or CVM, are primarily responsible for regulating activities conducted in the Brazilian 
financial and capital markets and for monitoring the participants in these markets , each within its own sphere of competence.  
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CMN 

The CMN consists of the Minister of Finance, the Minister of Planning and Budgets and the Governor of the Central Bank. It was 
created with the purpose of formulating the monetary and credit policies for the financial and capital markets.  These policies 
address matters as systemic credit availability, form of remuneration for credit transactions, operating limits attributable to 
financial institutions, regulations regarding foreign investments in Brazil and f oreign exchange. 

Central Bank 

The Central Bank is a federal agency under the Ministry of Finance responsible for implementing the monetary and credit 
policies established by the CMN, regulating the foreign exchange market and foreign investment flows in Brazil, licensing 
financial institutions to operate in the domestic market and overseeing the operations of financial institutions.  

Additionally, acting within the realm of the Brazilian payment system, the Central Bank is responsible for issuing operating 
licenses to clearing facilities and clearing and settlement agents. 

CVM 

The CVM is the primary regulatory and market oversight entity for the Brazilian capital markets.  It is a federal agency unde r 
the Ministry of Finance, dedicated to regulating and moni toring the capital markets and its agents.  Financial institutions and 
other institutions licensed to operate by the Central Bank are also subject to CVM oversight when conducting business in the 
capital markets.  

In order to have the ability to ensure the  capital markets operate properly and to prevent or correct improper behavior, the 
CVM has authority to: (i)  approve, suspend or cancel registrations; (ii)  approve, suspend or cancel public offerings of securities; 
(3) oversee the activities of publicly held companies, and the stock, commodities and futures markets, as well as the members 
of the securities distribution system; (4)  release information or set guidelines for clarification or guidance to market participants; 
(5) forbid market participants from engaging in practices, and ban practices that could be detrimental to the capital markets 
and the investors in these markets, and to impose sanctions in the event of violations of applicable rules.  

Government licenses and consents  

As stated in article 3 of the Bylaws, three of the activities included in our corporate purposes are particularly important for 
purposes of determining the applicability of certain regulatory licensing and consent requirements, as follows:  (i) operatio n and 
management of organized securities markets; (ii) provision of services for registration, clearing and settlement of transactions 
carried out in any of our markets; and (iii) provision of services as central securities depository and (iv) provision of fun gible 
and non-fungible custodial services for securities and bonds.  

Under article 18 of the Brazilian Securities Market Law, the operation and management of organized securities markets by us 
are subject to consent and oversight by the CVM.   

In addition, dated 2007 the CVM issued Instruction 461/07, which regulates the formation, organization, operation and 
extinction of exchange markets (whether for stocks, commodities or derivatives) and of organized over -the-counter market 
markets, or OTC markets.  This means our organization and operations are subject to oversight directly by the CVM, which in 
addition has authority to validate regulatory rules we may issue in connection with the operation of markets we manage, 
including rules concerning requirements for the granting of access permits to prospective market participants and events of 
access permit withdrawal, issuance of standard-setting rules and guidelines, definition of contract specifications, rules on order 

characteristics and on transactions permitted in markets we manage as well as rules on surveillance and auditing structures and 
processes, among other things.  

Following the completion of the integration process that combined the activities of Bovespa and BM&F into a single company 
named BM&FBOVESPA S.A. ï Bolsa de Valores, Mercadorias e Futuros, and in accordance the requirements of CVM  
Instruction 461/07, the CVM full board in a plenary session held on May 19, 2009, confirmed our license to operate and manage  
organized exchange and OTC markets. 

Under article 17, paragraph 1 of the Brazilian Securities Market Law, we are a market manager and clearing and settlement 
facility operator which in such capacity acts as an ancillary regulatory and market surveillance entity,  responsible for monitoring 
market participant activit ies and the transactions carried out in our markets.  BM&FBOVESPA Supervisão de Mercados (BSM) 
was established as a not-for-profit mutual association, a financially autonomous functional entity, with its own budget, 
infrastructure and specialized employees, to perform market surveillance activities, ensuring market integrity, enhanced investor 
protection and sound market practices. BSM and the CVM maintain close relations.  BSM is also responsible for keeping the CVM 
abreast of market developments and provide it with periodic reports on its market surveillance activities  

Moreover, pursuant to CVM Instruction 89/88, which provides on granting of licenses for provision of securities bookkeeping a nd 
custodial services, and CVM Instruction 115/90, which issued rules on provision of fungible custodial services, the CVM is 
responsible for licensing our Company to provide these services.  Accordingly, on November 28, 2008, which was the date of the 
merger with CBLC (formerly named Brazilian Clearing and Depository Corporation) as part of the abovementioned integration 
process, our Company was licensed to operate these services.  Prior to the merger, these services were provided by CBLC.   
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Under Law No. 10,214/01, activities involving clearing and settlement services, which we provide through our four clearing 
facilities (the derivatives, FX and debt securities clearinghouses for BM&F segment and the equities clearinghouse for Bovespa 
segment) are subject to the regulatory and oversight authority of both the CVM and th e Central Bank.  Law No. 10,214/01 
governs clearing and settlement activities within the scope of the Brazilian Payment System. Supplementary regulations have 
been issued by the CMN and the Central Bank, in particular under CMN Resolution 2,882, which regulates payment systems and 
transactions related to securities and delegates authority for the Central Bank to issue additional regulation concerning (i)  
clearing facilities, (ii) licenses for the operation of clearing and settlement systems; and (iii) surve illance of these activities and 
enforcement of related rules, include imposition of sanctions.  

Pursuant to Communiqué 9,419 dated April 18, 2002, the Central Bank granted BM&F licenses to operate the derivatives 
clearinghouse and the FX clearinghouse and, in addition, granted Bovespa and CBLC a license to operate the equities 

clearinghouse; Communiqué 13,750 dated September 29, 2005, authorized the derivatives clearinghouse to expand the range 
activities and services; and Communiqué 12,789 dated December 21, 2004, granted BM&F license to operate the debt securities 
clearinghouse. 

We are in close contact with both the Central Bank and the CVM due to both the nature of our business and their oversight 
responsibilities. 

b.  Adopted environmental responsibility poli cy and practices, including adherence to international 
environmental protection standards; compliance costs . 

We have not expressly adhered to international environmental standards and our activities are not subject to special 
environmental regulatory requi rements because the nature of our business is not one entailing direct negative impact on the 
environment. As a result we incur no material compliance costs and do not adopt any particular set of practices for protection of 
the environment.  

Still, sustainability as well as social and environmental responsibility are matters of global concern and we increasingly recognize 
the need to develop systems to evaluate and manage the wider impact of our business on the environment  and the community, 
and are deeply committed to building social and environmental responsibility awareness and encouraging sound responsible 

practices vis-à-vis internal and external stakeholders and the community.   

Accordingly, we participate in the Global Compact, a voluntary corporate citizenship initiative sponsored by the United Nations, 
which relies on public accountability, transparency and the enlightened self -interest of companies and civil society to initiate and 
share substantive action in pursuing principles associated with global sustainability and overcoming social inequalities.  In 
addition, in response to the Carbon Disclosure Project, a UK-based international organization whose 2010 questionnaire we 
have answered, we issued in 2010 our first  Energy Use and Greenhouse Gas Emissions Inventory Report (for 2009) , prepared in 
accordance with the method recommended by the GHG Protocol Brazil Program, established within the scope of the  
GHG Protocol Initiative, a joint collaboration of the World Business Council for Sustainable Development, or WBCSD, and the 
World Resources Institute, or WRI, coordinated locally by the Center for Sustainability Studies of Getúlio Vargas Foundation 
(CES-FGV).  According to our GHG Inventory Report for 2009, as measured in standards metric tons of equivalent carbon 
dioxide, or MT eCO2, for assessment of global warming potential , our greenhouse gas emissions for 2009 reached 1,577 metric 

tons CO2-equivalent. We are currently preparing our GHG Inventory Report for 2010.  

Amidst other socially and environmentally responsible initiatives and projects, we adopt a waste management program pursuant 
to which we provide special recycling bins for collection of recyclable waste from our employees. A recycling company retrieves 
this waste for the recycling process and separates the organic waste, which is delivered for composting at the appropriate 
facility.  

In 2004, based on a partnership with the Brazilian Ministry of Development, Industry and Foreign Trade, we started to 
implement the Brazilian carbon market.  Within the scope of this market, we developed and implemented the following projects:  

 Carbon facility.  An electronic system, accessed via the Internet, for the registration of emissions reduction projects in 
line with the Clean Development Mechanism, or CDM, which is one of the sustainable development mechanisms 
defined in the Kyoto Protocol.  The goal is to simplify access by potential buyers of Certified Emission Reductions, or 
CERs, to carbon credit generating projects approved for implementation under the terms of the Kyoto Protocol. 

 Carbon credit trading system.  An electronic environment for the trading of CERs (Certified Emission Reductions) 
derived from carbon credit generating projects developed within the scope of the Kyoto Protocol.  The transactio ns are 
currently carried out via electronic auctions over the Internet. The auctions are scheduled by us at the request of the 
selling participants and are physically settled.  We do not act as central counterparty to these transactions.   

 Carbon Market Infrastructure and Institutional Advancement Project :  Based on a cooperation we agreed with the 

World Bank and FINEP(* ), between 2009 and 2010 we put in place a project geared towards advancing the 

                                                 
(
*

)
 FINEP is a science and technology research financing agency established by the Brazilian Ministry of Science and Technology, which agreed a 

collaboration with the government of Japan for implementation in Brazil of a professional qualification program within the scope of the Clean Development 
Mechanism developed under the Kyoto Protocol, aimed to educate, train and transfer professional skills for development of carbon credit generating 
projects. BM&FBOVESPA is the designated coordinator of this program.  
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infrastructure and institutional development of the domestic carbon market. As part of our marketing efforts towards 
accomplishing these objectives and garner future business for the local carbon market , we organized a qualification 
workshop to educate, train and transfer professional skills for development of carbon credit generating projects .  

Furthermore, our initiatives towards encouraging and disseminating environmentally responsible practices and sustainable 
development of public companies include the following:  

 BVS&A ï The Environment and Social Investment Exchange (Bolsa de Valores Sociais e Ambientais).  This is a 
pioneering program inspired in the operating model of a stock exchange, which works as a hub for persons and 
companies interested in contributing financial resources to domestic NGOs engaged in projects oriented towards 
environmental improvements, the advancement of education and community projects;  

 Corporate Sustainability Index, or ISE (Índice de Sustentabilidade Empresarial).  This index measures return on a 

portfolio composed of shares of companies that are highly committed to sound practices in social and environmental 
responsibility, corporate sustainability and higher corporate governance standards.  The ISE is a benchmark for the 
Brazilian market and a driver of recommended social and environmental and sustainability practices amongst public 
companies;  

 Carbon Efficient Index, or ICO2 (Índice Carbono Eficiente).  In December 2010, during the 16th UN Climate Change 
Conference (COP-16) in Cancun, Mexico, BM&FBOVESPA and the Brazilian Social and Economic Development Bank 
(Banco Nacional de Desenvolvimento Econômico e Social), or BNDES, announced the launch of the Carbon Efficient 
Index, or ICO2, designed to measure the carbon footprint performance of large cap companies.   With this index we 

aim to encourage public companies to adhere to GHG inventory reporting, to  pursue, adopt and share efficient, 
innovative, sustainable and environmentally sound practices, redoubling efforts to  cut their greenhouse gas emissions, 
a fundamental step in terms of c limate change management.  

The Carbon Efficient Index was structured around the IBrX50, a liquidity -weighted, total return index of the 50 most 
actively traded stocks listed on our stock exchange, except that each stock in the new index theoretical portfol io will be 
weighed also by the issuerôs inventory of carbon emissions associated with its activities, or carbon footprint , calculated 
as MTeCO2/Gross Revenues.  In terms of carbon footprint performance, the lower the ratio of greenhouse gas 

emissions to revenues, the greater the carbon efficiency.  

As a result, the stocks of more carbon efficient and better performing companies will tend to increase in weight when 
compared to the ranking provided by the IBrX -50, whereas the stocks of less efficient companies will tend to decrease 
in weight vis-à-vis their weight in the IBrX -50.  As of January 2011, the indexô theoretical portfolio included 42 large 
cap companies.  

c. Dependence on patents, trademarks, licenses, concession grants, franchise arrangements or other  
royalty -related contracts, which are material for the course of business.  

1)  Patents and trademarks  

BM&FBOVESPA and its subsidiaries own a number of registered trademarks, in addition to trademark applications previously 
filed with the National Institute of  Industrial Property ( Instituto Nacional da Proppriedade Industrial ), or INPI, the local patent 
and trademark office (see the discussion under subsection 9.1(b) of this Form).  Our main trademarks and service marks 
include ñBM&FBOVESPA,ò ñBM&FBOVESPA A Nova Bolsa,ò ñBM&F,ò ñBM&F Brasil,ò ñGTS - Global Trading System,ò ñBolsa 

Brasileira de Mercadorias,ò ñBM&F Trading System,ò ñSisbexò, ñBovespaò e ñIbovespaò, and are duly registered or the subject of 
trademark applications previously filed with the INPI, as applicable, classified as trademarks and services marks in the several 
classes of services and product we and our subsidiaries provide.  Previously, BM&F being a highly recognizable trademark, we 
applied to secure ñhighly renowned trademarkò status for the brand.  Recognition of highly renowned status secures special 
protection rights for the trademark throughout Brazilian territory and across the spectrum of economic activity.  Currently, the 
application proceeding is still pending.  

In addition, as of December 31, 2010, we had 63 trademarks and service marks registered in other countries in South America, 
Europe, Asia and the United States, including the ñBovespa ï Bolsa de Valores de S«o Paulo,ò ñIbovespaò and ñBovespa ï São 
Paulo Stock Exchangeò trademarks.  Currently, having completed the integration process which combined BM&F and Bovespa 
into BM&FBOVESPA, we are in the process of reviewing our portfolio of brands, marks and logos.  Additionally, the process to 
update trademark registrations and amend t rademark applications existing at the INPI is still ongoing.  

Moreover, as of December 31, 2010, we had three patent applications pending at the INPI in Brazil and two in Argentina, all 
related to the GTS trading system. However, three patent deposit applications filed in 2009 (International PCT/BR2009/00120, 
PCT/BR2009/00154 and PCT/BR2009/00153) have been discontinued and are no longer in our database.  

2)  Domain names  

As of December 31, 2010, BM&FBOVESPA and its subsidiaries owned 140 domain names registered in Brazil (112 of which on 
behalf of BM&FBOVESPA) and 20 domain names registered elsewhere, all of them on behalf of our company.  As of that date, 
our main registered domain names were ñbmfbovespa.com.br,ò ñbmfbovespa.com,ò ñbvmf.com.br,ò ñbmf.com.br,ò 
ñbbmnet.com.br,ò ñsisbex.com.br,ò ñwww.bovespa.com.br,ò ñwww.abolsadobrasil.com.brò and ñwww.bovespaonline.com.brò.  
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3)  Computer programs and software  

Computer programs and software performs a fundamental role in our business operations.  Accordingly, we keep strict controls 
for the licensing of computer programs and software we use or implement. For additional information on program and software 
licensing, see subsection 9.1(b) of this Form. 
 

7.6.  Material revenues derived from activities performed in Brazil and elsewhere  

a. Revenues attributable to customers based  in the issuer ôs home country, including as a percentage of 
total net revenues  

The charts below provide data on the allocation of revenues attributable to the different categories of investors.  These data 
show that trading activities by retail investors, institutional buyers, corporate investors and financial institutions accounted in 

2010 for aggregate 70.4% of the financial value traded on markets comprising the Bovespa segment (versus 65.8% in 200 9 
and 64.6% in 2008), whereas having accounted for aggregate 77.6% of the volume traded in 2010 on markets comprising the 
BM&F segment (versus 79.9% in 2009 and 81.1% in 2008).  These are revenues attributable to customers located in Brazil. 
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b.  Revenues attr ibutable to customers based  elsewhere, other than in the issuer ôs home country, 

including as a percentage of total net revenues  

The tables below set forth data on financial value (Bovespa markets) or volume traded (BM&F markets) by foreign investors 
in the periods presented, as distributed by country based on statements provided by these investors.  

Bovespa markets  

COUNTRY 

2010   

COUNTRY 

2009   

COUNTRY 

2008  

Financial 
value  

traded  

(in R$ 
billions)  

% of 
Overall 
Value 

Traded  

 

Financial 
value  

 traded  

(in R$ 
bi llions)  

% of 
Overall 
Value 

Traded  

 

Financia
l value  

traded  

(in R$ 
billions)  

% of 
Overall 
Value 

Traded  

           

UNITED STATES 397.7 42.15%  UNITED STATES 395.2 44.47%  UNITED STATES 497.0 51.06% 

UNITED KINGDOM 187.7 19.89%  UNITED KINGDOM 186.7 21.00%  URUGUAY 152.9 15.71% 

URUGUAY 123.6 13.09%  URUGUAY 107.9 12.14%  UNITED KINGDOM 104.3 10.71% 

LUXEMBOURG 59.4 6.30%  LUXEMBOURG 47.8 5.38%  LUXEMBOURG 56.3 5.78% 

JAPAN  24.5 2.60%  FRANCE 34.6 3.89%  HOLLAND 25.5 2.62% 

FRANCE  22.4 2.37%  HOLLAND 24.7 2.78%  FRANCE 23.7 2.43% 

HOLLAND  21.2 2.25%  IRELAND 13.4 1.50%  IRELAND 14.5 1.49% 

IRELAND 18.4 1.95%  JAPAN 10.8 1.21%  CAYMAN ISLANDS 14.0 1.44% 

CANADA 16.2 1.72%  CANADA 8.9 1.00%  JAPAN 10.3 1.06% 

NORWAY 9.5 1.01%  SOUTH KOREA 7.7 0.87%  SOUTH KOREA 10.2 1.05% 

SOUTH KOREA 8.3 0.88%  NORWAY 7.4 0.84%  ARGENTINA 9.5 0.98% 

CHILE  5.1 0.54%  CAYMAN ISLANDS 6.9 0.77%  CANADA 6.4 0.66% 

AUSTRALIA 5.1 0.54%  AUSTRALIA 4.8 0.55%  SWITZERLAND 6.0 0.61% 

PORTUGAL  4.5 0.48%  CHILE 3.4 0.39%  NORWAY 5.1 0.52% 

CAYMAN ISLANDS  4.3 0.46%  SWITZERLAND 3.2 0.36%  PORTUGAL 4.8 0.49% 

SAUDI ARABIA 3.9 0.41%  PORTUGAL 2.8 0.32%  THE EMIRATES (UAE) 4.7 0.49% 

SWITZERLAND 3.7 0.39%  THE EMIRATES (UAE) 2.4 0.27%  AUSTRALIA 3.7 0.38% 

THE EMIRATES (UAE) 2.9 0.30%  DENMARK 2.4 0.27%  SPAIN 3.5 0.36% 

SWEDEN 2.7 0.28%  SAUDI ARABIA 2.0 0.23%  CHILE 2.9 0.29% 

SPAIN 2.6 0.28%  SINGAPORE 2.0 0.23%  SINGAPORE 2.1 0.22% 

OTHER 19.9 2.11%  OTHER 13.8 1.55%  OTHER 16.2 1.63% 

TOTAL -  
FOREIGN INVESTORS 

943.7 100.00%  
TOTAL -  
FOREIGN INVESTORS 

888.6 100.00%  
TOTAL -  
FOREIGN INVESTORS 

973.4 100.00% 

 

BM&F markets  

COUNTRY 

2010   

COUNTRY 

2009   

COUNTRY 

2008  

Volume 
traded  

(number  of 
contracts)  

% of 
Overall 

Volume 
Traded  

 

Volume 
traded  

(number  of 
contracts)  

% of 
Overall 

Volume 
Tra ded  

 

Volume 
traded  

(number  of 
contracts)  

% of 
Overall 

Volume 
Traded  

           

UNITED STATES 135,512,067 51.4%  UNITED STATES 81,163,287 57.49%  UNITED STATES 85,370,297 60.81% 

GREAT BRITAIN (UK) 85,699,214 32.5%  UNITED KINGDOM 30,972,258 21.9%  UNITED KINGDOM 27,904,770 19.9% 

URUGUAY 9,354,013 3.5%  PORTUGAL 7,419,419 5.26%  PORTUGAL 9,996,410 7.12% 

LUXEMBOURG 7,200,400 2.7%  CANADA 5,990,514 4.24%  SPAIN 4,391,576 3.13% 

JAPAN  7,039,708 2.7%  FRANCE 3,397,235 2.41%  FRANCE 3,278,664 2.34% 

FRANCE  4,760,962 1.8%  SPAIN 3,392,101 2.40%  URUGUAY 2,584,006 1.84% 

HOLLAND  4,218,438 1.6%  THE NETHERLANDS 2,986,465 2.12%  THE NETHERLANDS 2,554,661 1.82% 

IRELAND 4,012,745 1.5%  URUGUAY 2,707,426 1.92%  CANADA 2,009,846 1.43% 

CANADA 3,004,102 1.1%  ISRAEL 1,588,147 1.12%  COLOMBIA 1,211,075 0.86% 

NORWAY 1,223,811 0.5%  BERMUDAS 748,120 0.53%  BERMUDAS 591,710 0.42% 

SOUTH KOREA 756,913 0.3%  IRELAND 445,655 0.32%  IRELAND 229,825 0.16% 

CHILE  628,442 0.2%  LUXEMBOURG 163,788 0.12%  LUXEMBOURG 192,072 0.14% 

AUSTRALIA 66,262 0.0%  MEXICO 106,070 0.08%  CAYMAN ISLANDS 40,461 0.03% 

PORTUGAL  34,280 0.0%  COLOMBIA 42,290 0.03%  MEXICO 18,145 0.01% 

CAYMAN ISLANDS  33,791 0.0%  GERMANY 30,911 0.02%  ARGENTINA 11,219 0.01% 

SAUDI ARABIA 31,040 0.0%  THE EMIRATES (UAE) 7,950 0.01%  ISRAEL 6,620 0.01% 

SWITZERLAND 26,669 0.0%  CAYMAN ISLANDS 5,565 0.00%  GERMANY 7,986 0.00% 

THE EMIRATES (UAE) 12,365 0.0%  ARGENTINA 2,245 0.00%  AUSTRALIA 6,215 0.00% 

SWEDEN 29,115 0.0%  OTHER 13,878 0.01%  OTHER 6,188 0.00% 

TOTAL -  263,644,337 100.0%  TOTAL -  141,183,324 100.00%  TOTAL -  140,413,746 100.00% 
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FOREIGN INVESTORS FOREIGN INVESTORS FOREIGN INVESTORS 

 

c. Total r evenues attributable to customers based elsewhere, other than in the issuerôs home country, 
including as a  percentage of total net revenues  

The charts above show that foreign investors accounted for 29.6% of the overall volume traded on Bovespa markets in 2010, 
versus 34.2% of the volume in 2009, whereas having accounted for 22.4% of the volume traded on BM&F markets in 2010, 
versus 20.0% in 2009. 
 

7.7.  Subordination to the laws and regulations of foreign jurisdictions and influence on the business.   

We are subject to the regulatory authority of the U.S. Commodity Futures Trading Commission, or CFTC, which is the 

independent agency created by the U.S. Congress in 1974 with the mandate to regulate commodity futures and option markets 
in the United States.  The regulatory framework provided by the CFTC applies to us to the extent we:   

 Provide local market participants  with direct electronic access to U.S. derivatives markets.   On 
September 26, 2008, the CFTC issued a no-action letter indicating that no civil or criminal action will be taken 
against BM&FBOVESPA for engaging in the activity of providing direct access to trading systems in U.S. derivatives 
markets, nor against any market participants (meaning local brokerage firms or clearing agents for BM&F segment 
markets) or authorized U.S. persons accessing electronic trading systems in U.S. derivatives markets through 
BM&FBOVESPA, provided certain CFTC requirements are met.  Among other things, these include reporting 
requirements concerning volumes and types of contracts traded, new contract offerings, changes to the 
organizational structure of the Company and so forth.  

 Offer and sell in the United States derivatives contracts based on the Bovespa Index.  We have been 
granted CFTC approval to offer and sell in the United States full-sized and mini-sized futures contracts and options 
based on the Ibovespa (or Bovespa Index).  Under applicable U.S. law, offerings by a foreign exchange of 
derivatives based on a stock index must meet certain contract requirements and criteria for composition and 
compilation of the in dex (as provided under Section 2(a)(1)(C)(ii) of the U.S. Commodity Exchange Act of 1936, as 
amended).  These criteria include the underlying stock index constituting a broad -based index (as opposed to a 
narrow-based security index, as defined). 

Dated August 26, 2009, the CFTC permitted us to offer and sell to U.S. persons any of the following futures contracts and 
strategies:  

 Ibovespa Futures;  
 Mini-sized Ibovespa Futures;  
 American-Style Call Options on Ibovespa Futures;  
 American-Style Put Options on Ibovespa Futures;  
 Forward Points on Ibovespa Futures (FWI);  

 Ibovespa Rollover (IR1).  

On that same occasion, the CFTC also authorized us to provide direct access to our electronic platforms through an order 
routing program established with the CME Group (routing through the CMEôs Globex system).  In addition, we have applied to 
offer and sell in the United States derivatives contracts based on the IBrX50 index.  This latter application to the CFTC is 

currently pending response.  
 
7.8.  Material l ong -term relation ships not discussed elsewhere in this form .  

Our material long-term relationships have been discussed elsewhere in this form.  
 
7.9.  Other information deemed to be material .  

Market Ombudsman  

In 2001, in an initiative to enhance the credibility and transparency  of the Brazilian capital markets, we created the office of 
the market ombudsman.  The role of the market ombudsman is to hear and investigate complaints, pursuing and mediating 
fair settlements in the event of conflict between investors and market participants with access to our markets.  

These complaints may refer to trading, clearing and settlement or securities custody processes and in most cases are the 
result of some clerical error or irregular procedure by a market participant, or ensue from limited knowledge on the part of 
the investor.  

In 2010 the role of the Ombudsman took on a wider, more proactive character. He will thus act also as liaison officer for our 

external audiences, including our shareholders and brokerage firms, regulatory entities and the investing public, and other 
stakeholders. In addition, moving forward the Ombudsman will be appointed for two -year terms, and may be reappointed twice 
at most. In addition, in 2010 the office of the Ombudsman was awarded ISO 9001 quality certification. 

Ombudsman Service 

http://www.investorwords.com/84/action.html
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A satisfaction survey we conducted amongst a sample audience comprising 24.8% of the stakeholders we serviced in 2010, 
resulted in 97.7% satisfaction score.  

Social and Environmental Projects  

In addition to operations within the realm o f our core business, we also engage in activities aimed to providing financial and 
market education and training courses, in addition to exercising our corporate citizenship by engaging in socially and 
environmentally responsible practices and projects, such as discussed below. 

BM&FBOVESPA Educational Institute  

The mission of BM&FBOVESPA Educational Institute is to disseminate knowledge about the securities and derivatives markets 
amongst the public at large, including specialized knowledge amongst market professionals, pursuant to high standards of 
integrity and teaching knowledge.  In disseminating specialized knowledge, the Institute is responsible for informational, 
training and qualification, and specialization and postgraduate courses provided to persons from the public at large, and to 
brokers, traders and other market professionals, including regulatory agencies personnel. 

Moreover, the Educational Institute is responsible for conducting the process of certification of professionals for the Operating 
Qualification Program, or PQO, for which it offers a professional development program which permits a person acquiring 
specialized knowledge and building a career in the intermediation industry.  

In addition to regular courses taught at our premises in dow ntown São Paulo, in 2010 the Institute also organized in-company 
training courses targeted for employees of financial and non-financial institutions.  

As the primary center in Latin America for dissemination of specialized knowledge on securities and derivatives markets, in 2010 
the Institute taught 5,158 students enrolled in personal attendance courses and distance learning courses. In 2009 the Institute 
launched a MBA program with focus on Capital Markets and Derivatives, in addition to a program on introduction to capital 
markets.  

The Instituteôs library has a catalog of over eight thousand works, in addition to specialized local and international periodicals. 

BM&FBOVESPA Institute  

As part of our corporate citizenship and social investment initiatives, in  2007 we organized the Institute (Instituto 
BM&FBOVESPA de Responsabilidade Social e Ambiental) as a public interest non-governmental organization locally known as 
OSCIP (organização da sociedade civil de interesse público) for the purpose of integrating a nd coordinating the Companyôs 
social and environmental projects. The three principal initiatives the Institute manages are:  

 Sports and Cultural Space (Espaço Esportivo e Cultural) ï located in Paraisópolis, a poor and overpopulated district  in the 
city of São Paulo, it is a center for the practice of sports and cultural and artistic activities by children and teenagers of 
the region.  The Space also offers a library with a catalog comprising over four thousand books. In 20 10, we had 
average 800  youngsters and teenagers enrolled in sports classes, and our book lending center recorded 2,415 book 
withdrawals for average 694 enrolled participants; 

 BVS&A ï The Environment and Social Investment Exchange (Bolsa de Valores Sociais e Ambientais) ï this is a pioneering 
program inspired in the operating model of a stock exchange, which works as a hub for investors interested in 
contributing to environmental improvements and the advancement of education and community projects in search of 
sponsors and financing.  In 2010 the program amassed R$645 thousand to finance 19 community-oriented and 
environmental projects);  

 Contributions to nonprofit and anchor institutions active in different sectors of the community ï contributions in excess 
of R$1.35 million were made to 69 such institutions in 2010. 

BM&FBOVESPA Job Training Association   

Created in 1996, this job training association (Associação Profissionalizante BM&FBOVESPA)  is committed to promoting social 
inclusion. For this it implements social assistance and education actions aimed to modify present conditions to ensure that 
young adults are given an opportunity to build on their capabilities and skills for a better future. Programs offered by the 
Association include Building Employability Skills (Capacitação para Empregabilidade), Handyman (Faz Tudo) and Beauty Space 
(Espaço Beleza).  

In addition to activities in its base, São Paulo, the association developed a partnership with the Mangueira Samba School 
(originated in the Mangueira favela of Rio de Janeiro) to implement the Handyman program in the city of Rio de Janeiro.  
Previously, in 2008, it had already implemented the Beauty Space program in Rio de Janeiro as well.  

Over 520 young adults benefited from these programs in 2010, both in São Paulo and Rio de Janeiro. 

BM&FBOVESPA Athletic Club   

The Company actively supports sports since 1988, when the Ouro Olímpico award (Olympic Gold award) was established to 
reward Brazilian athletes for outstanding performance in Olympic Games.  In 2002, the Athletic Club was organized to permit us 



2011 Reference Form ï BM&FBOVESPA S.A. - Bolsa de Valores, Mercadorias e Futuros (BVMF) 

72 

 

to take a more inclusive approach to corporate citizenship and a more active role in the preparation and sponsorship of track  
and field athletes. Track and field athletics is very popular and has a highly positive impact on lower income comm unities.  In 
addition to working with youngsters from the community with a view to promoting social inclusion, our Athletic Club sponsors a 
number of outstanding track and field athletes, 111 of whom were competing in 20 10 at an international level under 
sponsorship of the Company, which funds the athletesô expenses with uniforms, equipment and gear, transportation, training, 
pays a stipend and in some cases housing allowance as well.  Also in 2010, the Club won the Brazilian Track and Field Trophy 
for the ninth consecutive time and held a ceremony at which we laid the cornerstone of a new Training Center which will be 
built in the city of São Caetano do Sul, state of São Paulo. 

Sustainability Committee and Commission  

The sustainability committee has been established within the scope of our sustainability program.  The committee is chaired 
by the chief executive, Edemir Pinto, three other executive officers, three officers, the market ombudsman and one external 
member.  The very existence and standing of this  committee evidence our deep commitment to sustainability and our 
decision to taking a multidisciplinary approach to the matter, in a way that engages all of us, from top to bottom, in the 
effort.  

The primary responsibility of the committee is to provide strategic guidance in setting our sustainability agenda, to approve 
and oversee implementation of the sustainability plan and macro initiatives, and other related actions and campaigns.  

Additionally, the committee is supported by a sustainability commissi on created at the level of middle management with the 
responsibility of developing the sustainability agenda and tackling day-to-day activities, reporting to the sustainability 
committee. 
 

8. Economic group  

8.1.  Description of t he economic group  in which t he issuer is a member.  

a. direct and indirect controlling shareholders  

We have no direct or indirect controlling shareholder or controlling group of shareholders sharing similar interests. In 
addition, there are no shareholdersô agreements regulating rights to elect members of our board of directors or the exercise 
of voting rights by shareholders.  
 

b.  subsidiaries and affiliates  

BM&F Settlement Bank (Banco BM&F de Serviços de Liquidação e Custódia S.A.)  

The BM&F Settlement Bank was first organized in 2004 as a wholly-owned subsidiary of BM&F, formerly an independent 
commodities and futures exchange, with the purpose of providing services that meet the specificities and peculiarities of the 
markets in which we operate, offering our clearing facilities and partici pants with access to these facilities services that 
simplify the clearing, settlement and custody of securities and other financial assets, in addition to performing important r isk 
mitigation and operating support roles . For additional information on our s ettlement bank, see section 7 of this Form under 
the heading ñBusiness.ò 

BM&F (USA)  Inc.  

BM&F USA Inc. is a wholly-owned subsidiary based in New York, which also operates a representative office in Shanghai, 
China. It  operates in these regions as our cross-border representative offices, establishing professional relationships with 
other exchanges and regulatory agencies, and prospecting customers for BM&FBOVESPA markets.  

BM&FBOVESPA (UK) Ltd.  

In the second half of 2010, we started a restructuring process i nvolving our subsidiaries abroad. Ultimately, according to 
corporate documents dated February 1, 2011, BM&FBOVESPA (UK) Ltd., based in London, which previously was a wholly-
owned subsidiary of BM&F (USA) Inc. is now directly under our wholly-owned control. It has similar objectives as BM&F (USA) Inc. 

Brazilian Commodities Exchange (Bolsa Brasileira de Mercadorias) 

The Brazilian Commodities Exchange is a mutualized not-for-profit entity  in which BM&FBOVESPA holds a 50.12% majority 
membership interest consisting of 203 membership certificates.  It is based in the city and state of São Paulo, and operates 
(through branches) regional market centers in the states of Goiás, Mato Grosso do Sul, Ceará, Minas Gerais, Paraná and Rio 
Grande do Sul.  The corporate purpose of the Brazilian Commodities Exchange is to develop and (through branches) provide 
regional market centers, including cash and forward markets for the trading of agricultural commodities and OTC 
agribusiness securities, for the development of an organized, wide and active domestic market and reliable price-formation 
mechanisms for the Brazilian agribusiness.  For additional information, see section 7 of this Form under the heading 

ñBusiness.ò 

Rio de Janeiro stock exchange, or BVRJ (Bolsa de Valores do Rio de Janeiro) 

BVRJ is an inactive stock exchange. BVRJ is an inactive stock exchange.  Beginning from 2004 it rents out space in part of the 
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building where its registered office is located. The Rio Exchange Convention Center is leases space for seminars, congresses, 
conferences, professional training sessions, private meetings, and similar other events.  
 

c. Equity holdings in companies belonging to the economic group  

Subsidiaries and affiliates  Equity holding(%)  
  

BM&F Settlement Bank   100.00% 

Brazilian Commodities Exchange   50.12% 

Rio de Janeiro Stock Exchange 86.09% 

BM&F (USA) Inc. 100.00% 

BM&FBOVESPA (UK) Ltd. 100.00% 
 

d.  Interest held in our shares by companies belonging to the economic group.  

There are no such holdings by our subsidiaries or affiliates.  

e. Companies under common control.  

We hold no interest in companies under common control with other parties.  
 

8.2. Organizational chart of the economic group . 

 
BM&FBOVESPA GROUP ï ORGANIZATIONAL CHART  

 

 
 
8.3. Description of the restructuring processe s within the economic group, including spin off, consolidation, 
merger or share merger transactions, dispositions or acquisitions of ownership control or of material or 
substantial assets . 

There have been no restructuring transactions materially impacting our economic group, other than the transactions set 
forth in subsection 6.5 of this Form.  
 

8.4.  Other material information.  

There is no additional material information related to our economic group and this subsection.  
 

9.  Relevant assets  

9.1.  Noncurrent assets w hich are relevant to the development of Company activities  

a. Fixed assets, including fixed assets which are objects of rental or leasing, reporting their locations  


