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Panama, recorded in Fiche 705254, Document 1800862 of the Microfilm Section of the Public 
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OPTION PROGRAM PROCEDURE MANUAL  
 

(Sole text with approved modifications by the National Securities Commission according to 
Resolution No.468-10 issued on November 12th, 2010 and Resolution No.338 of October 3rd, 
2011.)  

 
 

I. Objectives: 
 
It is the role of the Panama Stock Exchange (BVP) to promote the stock market 
development within this institution. Thus, the BVP has established a market for trading 
options within the institution in order to:   
 
1. To widen the investment vehicle offered to investors within an organized, 
regulated market; and  
 
2. To promote the liquidity of registered securities, among others, with the BVP 
through  the structuring of instruments derived from said securities.   
 
For purposes of this manual’s, stock options transactions are those involving up to two 
securities transactions in the stock exchange.  On the first, Party A, by paying a premium, 
acquires (buys) from Party B the right, but not the obligation, to buy (CALL) or sell 
(PUT) a bond (known as an Underlying Asset) for an agreed price (Strike Price) at some 
future date (Exercise Date), or in any case before a future date on which the contract 
expires (Maturity Date), and part B is compelled to sell or buy, as agreed, the Underlying 
Asset at the agreed price (Strike Price) at some future date (Exercise Date), or in any case 
before a future date on which the contract expires (Maturity Date); this latter sale or 
purchase transaction, as applicable, would correspond to the second transaction should 
the option be exercised.  
 
The option expires on the Maturity Date. 
 
Option trading will take place in the Options Market via the BVP’s electronic trading 
system in a separate session to which all members of the BVP will have access, provided 
each Member complies with the requirements laid down in this Manual and other internal 
rules established by the BVP. 
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Options contracts are only exercised on the Exercise Date before the Maturity Date as per 
this manual unless the BVP authorizes otherwise. 
 
II. Definitions: 
 
For the purposes of this Manual, capitalized terms shall have the meaning attributed to 
them in BVP regulation and, in their absence, as indicated below: 
 

1. Underlying assets: Refers to the securities subject of an Option Contract. 

2. Central depository: It is the Central Latinoamericana de Valores, S.A. 
(LatinClear) and any entity dedicated to the custody, compensation, liquidation, 
and management of securities recognized as Underlying Assets for their custody, 
compensation, liquidation, and management by the BVP’s Board of Directors.  

3. Central Latinoamericana de Valores, S.A.: It is the company incorporated 
Panamanian law, registered in Fiche 300446, Roll 45552 and Image 142 of the 
Microfilm (Mercantile) Section of the Public Registry Office, and any successor 
of this company. 

4. Class: Refers to all Option Contracts of the same type linked to the same 
Underlying Asset. 

5. Option contract: It is either a Call or a Put Option, as appropriate, by Type 
(purchase or sale), Underlying Asset, Exercise Date, Execution Price, Due Date, 
Form of Liquidation, and Premium, agreed to in the Stock Market as stipulated in 
this Manual. 

 
6. Exercise date: Date occurring three (3) business days before the Maturity Date 

(excluding the Maturity Date), on which the option’s buyer may exercise the right 
acquired when calling the option.  

7. Maturity date: The date when the options expire. The expiration date is at 11:59 
PM on the third Friday of the month in which each series matures. 

8. Trading Date: The date on which the option’s trading takes place in the BVP’s 
Options Market.   

9. Form of Liquidation: Refers to the way in which the Option Contract will be 
liquidated either by delivery of shares or by paying a liquid amount of money.  

10. Option: Contract by which, for a Premium or a price, one cedes the right, but not 
the obligation, to call or put a determined amount of a certain Underlying Asset’s 
units at a certain Strike Price on the Exercise Date, but before the Maturity Date.  

11. Call option: Option that gives the purchaser the right to acquire an amount of a 
certain Underlying Asset’s units at the Exercise Price from the Option’s seller or 
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writer on the Maturity Date, or receive a liquid sum of money as per the 
Underlying Asset’s market price on the Maturity Date. 

12. Put option: Option that gives the purchaser the right to sell an amount of a certain 
Underlying Asset’s units at the Exercise Price to the Option’s seller or writer on 
the Maturity Date. 

13. Participant: Is any central depository member.  

14. Strike Price: Regarding an Option, it is the price at which certain Underlying 
Assets can be called or put, as appropriate.  

15. Premium: It is the option’s call cost, that is, the price at which a purchaser 
acquires the right to buy or sell certain Underlying Assets, as appropriate.  

16. Option Program: Refers to the options’ registration and trading at the BVP, as 
well as the liquidation and compensation due from the executing an options. 

17. Series: Refers to all the option contracts of the same class and with identical terms 
and conditions, including Exercise Date, Maturity Date, Strike Price and Form of 
Liquidation. 

18. Type: Refers to all Call or Put option contracts.  

III. Underlying Assets: 
 
The Underlying Assets to be traded with BVP options are the ones complying with some 
of the following features:  
 

1. Securities registered with the National Securities Commission, 

2. Securities listed in the BVP or at a stock exchange acceptable to the BVP’s Board 
of Directors, or    

3. Securities deposited at a central depository acceptable to the BVP’s Board of 
Directors.  

In order to trade Options through the BVP on certain Underlying Assets, any member of 
the BVP may submit a request identifying the Underlying Asset, as well as the name of 
the central depository and, in case it is different from the BVP, the stock exchange where 
the Underlying Asset is traded, using the forms approved from time to time by the BVP.  
 
Once a certain Underlying Asset is approved, the BVP will from time to time register 
certain determined Series to be traded. Only Series Options registered for trading can be 
traded in the Options Market as set out in Part IV below.  
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The BVP may suspend or terminate the trading of  an Option Contract related to an 
Underlying Assets once it is determined the latter do not comply with the characteristics 
indicated above.  
 
Trading can only occur in the options market with securities submitted by BVP members 
for that purpose.  
 
IV. Options features: 
 

1. Every option contract traded by the BVP will be subject to and compel BVP 
members involved in the transaction to comply with the terms and conditions 
applicable to the relevant Series, as registered by the BVP and executed per this 
manual.   

2. Each BVP Member will be responsible of signing the appropriate contracts with 
each customer and complying with other laws and regulations applicable to that 
relationship. 

3. Each option contract covers the amount of 100 units of any Underlying Asset 
unless the BVP determines a different amounts for certain Underlying Assets.  

4. The Option Contract series’ Maturity Date will be the third Friday of the months 
of March, June, September, and December of each year at 11:59 PM, and the last 
trading day of the corresponding series will be the business day immediately 
preceding the Exercise Date of said series.  

5. For each Maturity Date and Form of Liquidation [each week’s Monday (or if not 
a business day, the immediately following business day)], the BVP will register 
different series, in the following way: (i) a Strike Price (the "Strike Price") equal 
to the last closing price of the Underlying Asset on the immediately preceding 
working day, this price being closer to the ones on the Exercise Price variation 
table, shown below, and (ii) at least two higher and two lower Exercise Prices 
than the aforementioned will be issued.  

New series may enter on each Maturity Date during the Option Contract’s term 
when the Underlying Asset’s closing price at the end of a session is greater than 
the second highest Exercise Price or lower than the second lowest Exercise Price. 
The new Exercise Prices shall be entered on the next business day when the 
aforementioned situation is noted.  

Trading Series with a Maturity Date other than the established in the first 
paragraph of section 4 here will begin the following working day to its 
announcement in one or more newspapers with wide circulation or on the BVP’s 
website. Trading on new Series will begin the next business day following the 
previous series’ the last trading day.  
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When market conditions so require, the BVP may enter a higher amount of 
Exercise Prices to provide appropriate contracts under these conditions.  

Exercise Prices will differ from each other depending on the stock price that is the 
Underlying Asset, and will always be multiples of the intervals specified in the 
following table:  

 Lower Underlying 
Price 

Higher Underlying 
Price 

Strike Price Interval 

 0 5 0.20 
 5.5 10 0.50 
 11 20 1.00 
 22 50 2.00 
 55 200 5.00 
 210 Hereinafter 20.00 

 

6. The option buyer must notify the Central depository in writing on the Exercise 
Date whether he/she will exercise the right acquired by purchasing the option. 

7. During its term and until the business day immediately preceding the Exercise 
Date, any Option Contract can be renegotiated through the BVP, by having the 
corresponding Member present its offer to purchase or sale, as appropriate.  

8. The political and economic rights of the Underlying Asset’s will be exercised by 
its owner until the transfer of the same, according to the corresponding Option 
Contract.  

9. In the event that the Option Contract Underlying Asset’s issuer decrees cash 
dividends, there will be no adjustment to the Option Contracts’ terms and 
conditions.  

In the event that the Option Contract Underlying Asset’s issuer approves any 
property right other than that stated in the previous paragraph or if the Underlying 
Asset’s issuer faces any of the following situations: increases in capital, 
transformation of capital representing shares at a rate of several shares for each 
existing one, consolidation of capital representing shares at the rate of one share 
for several existing ones or other similar ones that could give place to the need for 
adjustments, the BVP, together with LatinClear, will disclose to the media used 
by the BVP to announce information on securities prices:  

(i) Changes in the Exercise Price, the number of shares on the option 
contract, or both;  

(ii) How adjustments are made to the Underlying Assets by the stock 
exchange listing the corresponding Underlying Assets;  
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(iii) The way in which amendments regarding the Series’ liquidation 
prices corresponding to the immediately preceding working day to the 
adjustment’s being effective; whenever appropriate, the reference prices 
for liquidation, when the adjustment arises in  more than one Underlying 
Asset and corresponding Option Contracts; the positions to which any 
open contract would be entitled to prior to the adjustment being effective;  

(iv) The way to make adjustments to Option Contracts in the process of 
liquidation.  

When the information on rights decreed by an issuer does not establish the 
adjustments to be made by the BVP as to the registered Underlying Asset, the 
BVP together with LatinClear will disclose to the public through the media all 
available information related to the adjustment caused by the changes indicated in 
sections (ii) and (iii) above. 

Whenever the corresponding adjustment to the Option Contracts is impossible to 
make, the BVP together with LatinClear may decree an accelerated maturity.  

V. Trading electronic system: 
 

1. Starting on the date this manual comes into force, Option trading will be done 
through the trading electronic system at the Options Market and so, from time to 
time and regarding those Underlying Assets approved as per the previous Part III, 
the BVP will register each Class’s Series for trading.    

2. The trading electronic system allows for disclosure of option call and put offers, 
their evaluation, and the Option’s closing or via automatic matching.   

3. Matching is the automatic closing of a transaction made via the electronic trading 
system closing when different Exchange Seat Holders’ call and put option offers 
match.  

4. The schedule will be a separate and continuous session from 10:15 a.m. to 3:15 
p.m., designated as market ___, application ___, on working days in Panama City. 
This does not prevent the BVP from publishing in a newspaper with wide 
circulation or on the BVP’s webpage a different schedule three working days 
before it comes into force.  

5. The Option Contract’s Premium will be issued in American Dollars and cents per 
units of the Underlying Assets.  

6. Presentation of trading bids to Option contracts will be done in minimum 
fluctuations of $0.25 (twenty five cents) for shares with prices below US$10.00 
and US$0.50 (fifty cents) for shares with prices equal or above US$10.00.   

7. The different Option contract series will be identified with a symbol or code to 
ease their identification and trade. The identification code will be as follows: The 
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first four digits will identify the Underlying Asset’s issuer, the five following 
digits will identify the Exercising Price so that there can be three integers and two 
decimals present; and the last two digits will identify the Option Contract Type 
and the Maturity Month as well as the Form of Liquidation (“Y” for share 
liquidations and “Z” for cash liquidations) as follows:   

 
 

Maturity Call Put 
January A M 
February B N 
March C O 
April D P 
May E Q 
June F R 
July G S 
August H T 
September I U 
October J V 
November K W 
December L X 

 
These are some examples: 

 
Instrument Description 

PGRI02400CY CALL option maturing in March 
with share liquidation  

PGRI02400FY CALL option maturing in June with 
share liquidation   

PGRI02400UZ PUT option maturing in September 
with cash liquidation  

PGRI02400XZ PUT option maturing in December 
with cash liquidation  

 
However, the BVP reserves the right to modify the aforementioned key if deemed 
necessary to benefit the Stock Market, and can establish Series with different 
characteristics to the aforementioned if deemed convenient to the Stock Market’s 
development.  

VI. Extraordinary Events:  

1. “Extraordinary event” will be understood as suspending the trading in the BVP of  
the Underlying Assets which are the subject of the Option Contract. Suspension 
of an Underlying Asset carried out by the BVP due to price movements that 
exceed the limits allowed by the BVP are not considered extraordinary events.  
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2. If an extraordinary event happens to an Underlying Asset, trading of the 
corresponding Option Contract will be suspended.  

3. When due to a fortuitous vent or force majeure it is impossible to continue trading 
the Underlying Asset, the BVP and LatinClear will suspend or cancel the trading 
and compensation and liquidation, respectively, of the Option Contracts, and will 
be able to, according to their own Internal Regulations, determine the form of 
liquidation in force up to that moment, trying at all times to preserve the acquired 
rights of their respective Members and Participants.   

4. When LatinClear considers the economic market conditions make inconvenient 
the liquidation in kind of the Option Contracts, it can order that Contract 
liquidation be done in cash.  In this case, the Members will be compelled to 
accept and, in their case, pay the cash amount corresponding to said liquidation.   

5. In case the BVP declares a contingency situation, the bidding schedule as well as 
the operation mechanism can be modified according to the Exchange’s and Latin 
Clear’s Contingency Manual.  

VII. Liquidation: 

The rights and obligations of an Option Contract parties will be the ones established in 
the corresponding manual of the Central Depository where the Underlying Assets are 
held.  

VIII. Commissions: 

The BVP’s commission will be 1/16%. 

IX. Final Dispositions: 

1. Once the National Securities Commission issues rules that regulate the established 
on Article 150 established in Law Decree 1 of July 1st, 1999, this Manual must be 
modified and adjusted so it complies with the new regulations.  

 


