INTEREST RATES

Eris Options for hedging
Mortgage Convexity

Adding convexity to a duration hedge

Mortgage servicing rights (MSRs) hedged with futures remain
exposed to negative convexity as borrower prepayments
create a non-linear relationship between falling interest rates
and MSR value. A long Eris Options straddle can add convexity
around a targeted key-rate point.

FOR MORE INFORMATION ABOUT ERIS OPTIONS
VISIT CMEGROUP.COM

Why Eris Options?
SOFR swaption risk profile

Precise 2Y, 5Y and 10Y key-rate exposure aligns with key points
in MSR valuation models

Streaming, two-way markets
Consistent, executable orders from leading options market makers

Strategy flexibility

Layer on shorter-dated short straddles to tailor premium
exposure using structures familiar to mortgage-market
participants

SOFR swaption risk with the simplicity of listed options
In this example, an MSR hedger buys 1,000 at-the-money straddles in the 5-year Eris Options Sep contract (YIWU6).

Execution superiority
+ Buy 1,000 YIWU6 C9625; buy 1,000 YIWU6 P9625

- Easy execution of multi-leg strategies electronically
(CME Globex) or block trades

- No ISDA agreements

+ No cumbersome post-trade confirmations

Long 5Y ATM straddle

4 Rates rise Rates fall »

$0

Net payoff at expiration

ATM strike: 96.25
Lognormal Volatility: 4.11%
Rate Volatility (Normal): 0.8847

Capital outlay savings

« Instead of paying $1.15 million premium upfront, (as is
common with OTC swaptions), the hedger posts $462,000
risk-based initial margin

+ Hedger pays/collects net of daily variation margin and
change in initial margin

Post risk-based margin
(Eris Options)

Pay premium upfront
(like OTC Swaptions*)

$1.15M

60% less
upfront funding

$1.15M paid upfront
opti?n 100% funded
premium
initial margin
~. 40% of
e premium

Note: Example from July 27, 2026, assuming traded premium levels are equivalent to settlement prices. Long 1,000 YIWU6 C9625; long 1,000 YIWU6 P9625.

*Not all OTC swaptions require upfront premium payment.
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CONTRACT TITLE

CONTRACT UNIT

MINIMUM PRICE
FLUCTUATION

PRICE QUOTATION

TRADING AND
CLEARING HOURS

COMMODITY
CODE

LISTING
SCHEDULE

TERMINATION OF
TRADING

CME GLOBEX
MATCHING
ALGORITHM

MINIMUM BLOCK
LEVEL

REPORTING
WINDOW

STRIKE PRICE
LISTING
SCHEDULE

EXERCISE STYLE

‘ 2-YEAR ERIS OPTIONS ‘ 5-YEAR ERIS OPTIONS ‘ 10-YEAR ERIS OPTIONS

Options on 2-Year Eris SOFR
Swap futures

Options on 5-Year Eris SOFR
Swap futures

Options on 10-Year Eris SOFR
Swap futures

One futures contract with face value of $100,000

Outright: 0.02 of one point
(0.02 = $20.00)

CAB: 0.01 of one point
(0.01 = $10.00) only under .02 tick

Outright: 0.01 of one point (0.01 = $10.00)
CAB: 1/2 of 0.01 of one point (0.005 = $5.00) only under .01 tick

U.S. dollars and cents per price point

CME Globex Pre-Open:
Sunday 4:00 p.m. - 5:00 p.m. Central Time (CT); Monday - Thursday 4:45 p.m. - 5:00 p.m. CT

CME Globex:
Sunday 5:00 p.m. - Friday 4:00 p.m. CT with daily maintenance period from 4:00 p.m. - 5:00 p.m. CT

CME ClearPort:
Sunday 5:00 p.m. - Friday 5:45 p.m. CT with no reporting Monday - Thursday from 5:45 p.m. - 6:00 p.m. CT

YIT YIW YIY
Monthly contracts listed for 4 consecutive months (e.g., Jan, Feb, Mar, Apr)

Trading terminates Friday before 3rd Wednesday of contract month at 2:00 p.m. CT.

Q - Threshold Pro-Rata with LMM

50 contracts

15 minutes

Strike prices will be listed in
increments of 0.125, +/- 25 strikes
from ATM strike price

Strike prices will be listed in
increments of 0.25, +/- 30 strikes
from ATM strike price

Strike prices will be listed in
increments of 0.5, +/- 25 strikes
from ATM strike price

European. Following termination of trading (2:00 p.m. CT), options that expire in-the-money are automatically
exercised into underlying futures, with no allowance for contrary instruction. Automatic exercise is determined in
relation to the daily settlement price of the option's underlying futures contract.

f,,EETrT;ggENT Deliverable into underlying futures contracts

DD SR ING 2-Year Eris SOFR 5-Year Eris SOFR 10-Year Eris SOFR
CONTRACT Swap futures / YIT Swap futures / YIW Swap futures / YIY
cmegroup.com

Trading derivatives—including futures, options, swaps, and cleared OTC products—involves significant risk and is not suitable for all investors; as leveraged instruments, losses can exceed your
initial deposit. Swaps trading is strictly limited to Eligible Contract Participants (ECPs) or those authorized under local law.

This communication is for general informational purposes only and does not constitute a prospectus, public offering, investment advice, or a recommendation to buy, sell, or hold any specific asset
or service. It does not take into account your specific objectives or financial situation, and you should obtain independent professional advice before acting on this information.

The CME Group exchanges include four Designated Contract Markets (DCMs), the Chicago Mercantile Exchange Inc (“CME"), the Board of Trade of the City of Chicago, Inc. (“CBOT"), the New York
Mercantile Exchange, Inc. ("NYMEX"), and the Commodity Exchange, Inc. ("COMEX"). The Clearing Division of CME is a derivative clearing organization ("DCO") for CME Group DCMs.

While CME Group strives for accuracy, it assumes no responsibility for errors or omissions, and all content is subject to and superseded by the official rulebooks of Chicago Mercantile Exchange Inc.
(CME), Board of Trade of the City of Chicago, Inc.(CBOT), New York Mercantile Exchange, Inc. (NYMEX), and Commodity Exchange, Inc. (COMEX).

CME Group does not represent that this material is appropriate for use in any jurisdiction where such distribution would be contrary to local law. Distribution elsewhere is directed exclusively to
persons who have had a previous commercial relationship with CME Group or are directly and at their own initiative enquiring about the products mentioned here. This communication has not
been reviewed or approved by any regulatory authority and access shall be at the liability of the user.

Globally, these exchanges are recognized as equivalent to EU standards under Decision (EU) 2017/2320 (MiFID Il), with CME recognized as a Tier 1 third-country CCP by ESMA under EMIR. CME
Group entities hold specific licenses, exemptions, or authorizations in several jurisdictions and, in some Regions, including but not limited to parts of Asia and Latin America, distribution is restricted
to institutional, professional or qualified investors.

Regulated subsidiaries, such as BrokerTec and CME Amsterdam B.V., are governed by their respective authorities (FCA, AFM, SEC, FINRA).

For full regulatory details, visit cmegroup.com/disclaimer. Certain communications may be recorded for compliance purposes.

Copyright © 2026 CME Group Inc. All rights reserved.

Mailing Address: 20 South Wacker Drive, Chicago, lllinois 60606
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