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WHAT IS A FUTURES COMMISSION
MERCHANT

A FUTURES COMMISSION MERCHANT (FCM) IS

a financial intermediary that facilitates the trading of futures contracts on behalf of clients. FCMs play a
crucial role in the futures markets by providing a platform for individuals, institutional investors, and
businesses to access and participate in futures markets.

FCMs typically hold memberships with futures exchanges where they can execute and clear trades.
Example of exchanges are the Chicago Mercantile Exchange (CME) and the Intercontinental
Exchange (ICE).

FCMs manage client accounts, which involves maintaining records, handling margin requirements, and
ensuring compliance with regulatory standards. Clients deposit funds with the FCM, which are then used
to cover margin requirements for futures trades. FCMs offer order execution services, allowing clients to
place buy or sell orders for futures contracts. They may provide various trading platforms, including
online frading portals and direct market access (DMA) systems.

When a client executes a trade, the FCM ensures that the trade is submitted for clearing to a
clearinghouse associated with the respective futures exchange. Clearing involves the confirmation,
reconciliation, and settlement of trades.

FCMs enforce margin requirements, which are deposits made by clients to cover potential losses. If an
account's value falls below a certain threshold, the FCM may issue margin calls fo clients.

FCMs are subject to regulatory oversight by financial regulatory authorities, like the U.S. Commodity
Futures Trading Commission (CFTC). Compliance with regulatory standards is essential to ensure the
protection of clients and the integrity of the futures markefts.

FCMs generate revenue through commissions and fees charged on each trade executed on behalf of
their clients. These fees may include transaction fees, clearing fees, and other charges associated with
futures frading.



