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PROCEDURE MANUAL FOR REPURCHASE (REPO) OPERATIONS  

BOLSA DE VALORES DE PANAMÁ, S.A. 

 

Text modified pursuant to Resolution No. 6-2005 of the National Securities Commission, issued on 

January 14, 2005. 

 

I. Definition 

Repo Operations are those involving two simultaneous operations through the Exchange. The first is 

the acceptance of a spot offer where “A” sells to “B”, and the second is an inverse transaction where 

“B” sells to “A” carried out immediately thereafter, but whereby payment is stipulated on a defined 

future date.  

 

For the initial seller (A), the repo is a mechanism for obtaining funds, to be carried out as long as the 

operation results in an interest rate that is lower than the rate it would be charged from a bank, and 

for the buyer it is a form of investment, to be performed as long as it generates an interest rate that is 

higher than it could obtain from a Bank. 

 

Likewise, if the rate spread between the long-term instrument and the short-term operation is 

sufficiently large, the repo may be a means of arbitration between interest rates, and to the benefit of 

the originator of the transaction. 

 

The party that takes part in these operations as the Spot Seller and Future Buyer, obtaining financing, 

is called the REPO SELLER1 and the party that takes part as the Spot Buyer and Future Seller providing 

the funds is called the REPO BUYER2. 

 

The difference in price of the two transactions and the term agreed upon represents the cost of the 

financing on the one hand and the yield on the other hand. 

 

II. Collateral for Repo Operations: 

1. As of February 12, 2001 every security to be negotiated through the Exchange must be 

previously blocked or dematerialized and deposited in each of the Participant’s accounts with 

Latin Clear. 

                                                             
1 The “Repo Seller” in Spanish is called the “Reportado” 
2 The “Repo Buyer” in Spanish is called the “Reportante” 



RI-7 Repurchase Manual, CNV Res. No. 6-2005, 14/01/2005 

  2 

 

 

 

 

2. In the case of repo operations, two joint contracts are entered into, whereby the seller 

undertakes to repurchase the securities from the buyer on a future date. 

 

3. Securities that have been blocked for executing these transactions shall be used as collateral of 

the full repo operation. 

 

4. Upon settling the first transaction, the securities are transferred to the Repo Buyer’s account 

with Latin Clear, as repo market securities. 

 

5. The release and delivery of these securities to the Repo Seller shall be made effective at the 

expiration of the repo’s term and only if the Repo Seller fulfills its obligation to repurchase the 

securities from the Repo Buyer. 

 

6. In the event of changes in the market price of the securities, the Repo Buyer may request the 

Repo Seller to provide additional securities, whether in cash or securities, in order to cover the 

price differential. 

 

7.  In the event that the Repo Seller does not provide additional securities, a disciplinary 

procedure shall be initiated and the Repo Seller shall be required to immediately deliver 

additional securities to the Repo Buyer as collateral. If not done, the price of the future 

operation shall be verified and the future- dated transaction shall be processed in advance, 

cancelling in this manner the obligation to repurchase. 

 

8. In the event of default by the Repo Seller upon maturity of the operation, the securities shall 

be immediately released and adjudicated to the Repo Buyer. 

 

9. Exchange Seat Holders that default on a transaction shall be penalized and must accept any 

other expenses or fines imposed by the Exchange. 
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10. Compliance with the payment of these transactions at the time of the monetary settlement 

through Latin Clear is assured by the automatic debit authorization to buyers’ accounts 

through the clearing system. 

 

11. Compliance with the payment of these transactions at the moment of settling the securities 

through Latin Clear is assured, given that the securities are blocked in the Repo Buyer’s 

account as collateral of the future dated transaction.  

 

12. Corporate rights (interests or dividend payments) of these securities are automatically 

assigned to the Repo Seller by crediting its Latin Clear account. 

 

III. Electronic Trading System 

 

1. Starting on July 2, 2001 repos will begin trading through the electronic trading system. 

 

2. The time will be in a separate and continuous session from 10:00 a.m. to 3:00 p.m., designated 

as Market 5, Branch 1. 

 

3. The system is simple, whereby there will be no market depth, all bids and offers shall be seen 

immediately by all Exchange Seat Holders in the repo orders log, and only if all conditions are 

met shall operations be matched. 

 

4. Exchange Seat Holders wishing to offer this type of transaction shall include in the system: 

a. The term of the transaction. It may use the field that indicates the settlement date of 

the future transaction, inputting the date and the system will calculate the days, or it 

may use the field that indicates the term, indicating the total number of days until 

maturity and the system will calculate the maturity date of the repurchase. 

 b. The mnemonic of the security being offered. 

c. The price of the initial transaction expressed as a percentage. 

d. The amount of shares or the value in Dollars of what is being offered. 

e. The transaction’s yield. Up to 4 decimal places shall be accepted. 

f. The payment conditions shall be T+3 for the spot contract. 

 g. The payment place shall be P. 
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With this information, the system will automatically calculate the amount negotiated of the original 

contract and the future price of the term transaction. 

 

5. Bids, offers or crossed-transaction can be included. 

 

6. The system performs an automatic matching as long as the conditions for the match are met, 

and based on the yield. The yield, the instrument, the amount, the term, the payment 

condition, the payment place and the prices must be the same. 

 

7. The offering screem shall show the term, yield, instrument and the amount to pay both for 

shares as well as debt obligations. If the cursor is placed on the last field, the system will show 

the transaction’s other information: 

 

PR: the price of the first transaction 

PRF: the price of the second transaction 

CANT: the amount of shares or original amount in Dollars in the case of debt obligations 

 FP: T3 

 LP: P 

 

8. If Exchange Seat Holder wants to be improve the offer, by which it can offer the same 

securities and term at a better yield, the system will show it as another individual bid or offer, 

depending on the case, given that the remaining conditions of the offer vary, in other words, 

the future price and amounts to pay. 

   

9. The system will organize the offers based on term - from shorter to longer - and then based on 

the best yield and time of entry. For the sell side it will show the highest yield, and for the 

purchase side, the lowest yield. 

 

10. In the event that there is an overlapping of prices concerning an offer, the system will not 

perform the match at an average price as done in the secondary market. It will leave both 

transactions pending, until the offer is modified. 

  

11. In the case of repos, an overlaps occurs when the yield offered is lower than the yield bid. 
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12. Once the conditions for the match are met, the system will automatically close the 

transactions and will show both transactions in the corresponding module. The first will show 

the time and the second a blank space. This is a means of differentiating repo operations on 

this screen; it will also indicate market 5-1. 

 

13. These transactions will not affect the closing price of the instruments traded. 

 

IV. Open outcry procedure 

 

1. In the event that there is a problem with the electronic trading system, the open outcry 

system shall be used. 

 

2. In this case, Exchange Seat Holders must fill out two trading contracts, one with the settlement 

date (T+3) and the other with the future settlement date. 

 

3. The prices agreed upon shall be expressed as an annual percentage yield. 

 

4. In the offer price field the operation’s yield shall be added. 

 

5. Exchange Seat Holders shall deliver both contracts to the Director of the pit, and indicate that 

it is a repo operation. 

 

6. Both transactions shall be simultaneously dictated and only bids on the operation as a whole 

based on the yield or the price shall be accepted. 

  

7. Operations may be carried out for a term no longer than 360 days. 

 

8. No repo trades shall be authorized without the security being properly blocked at Latin Clear 

before the transaction date. 

V. Commission and Settlement 

 

1.  The Exchange’s commission shall depend on the repo’s maturity and not on the security’s 

maturity. Half of this fee shall be charged with the original spot operation, and the other half 

with the future operation. 
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2. Currently, the repo fee is 1/16% annualized, per contract. 

 

3. Settlement of repo operations shall be made through Latin Clear, by means of the delivery 

against payment system. 

 

4. The monetary settlement shall be made through the compensation system. 

 

5. The settlement of the security shall be made by transferring the Repo Seller’s securities to the 

Repo Buyer and depositing them in the Repo Buyer’s repo market account. 

 

6. Upon maturity of the future operation, the securities are released and delivered to the Repo 

Seller against payment of the funds to the Repo Buyer, through the Panama´s Banco Nacional 

clearing system. 

  

7. These transactions shall be governed by the same session, settlement and custody procedures 

established previously. 

 

8. Similarly, repo operations where “B” transfers said position to a new investor “C” shall be 

allowed. In this case, the Repo Buyer from the first repo operation sells it to another Exchange 

Seat Holder, for a term no longer than the one agreed upon in the first repo contract. 

 

9. Exchange Seat Holders shall be responsible for notifying the Exchange about the change and 

shall coordinate that the settlement coincides with the settlement of the first operation. 

 

10. Future repo operations may be settled in advance as long as the Exchange Seat Holders 

involved agree and send the Exchange the terms and conditions of the cancellation in writing. 

11. The Exchange reserves itself the right to charge a penalty for early settlements. 

 

 


