Commodity Futures Trading Commission

§ 1.55
other than for a customer specified in
paragraph (f) of this section, unless the
futures commission merchant or introducing broker first:
(i) Furnishes the customer with a
separate written disclosure statement
containing only the language set forth
in paragraph (b) of this section (except
for nonsubstantive additions such as
captions) or as otherwise approved
under paragraph (c) of this section;
Provided, however, that the disclosure
statement may be attached to other
documents as the cover page or the
first page of such documents and as the
only material on such page; and
(ii) Receives from the customer an
acknowledgment signed and dated by
the customer that he received and understood the disclosure statement.
(b) The language set forth in the
written disclosure document required
by paragraph (a) of this section shall be
as follows:

§ 1.53 Enforcement of contract market
bylaws, rules, regulations, and resolutions.
Each contract market shall enforce
each bylaw, rule, regulation, and resolution, made or issued by it or by the
governing board thereof or any committee thereof, which is in effect as of
July 18, 1975, and which relates to
terms and conditions in contracts of
sale to be executed on or subject to the
rules of such contract market or relates to other trading requirements,
unless such bylaw, rule, regulation, or
resolution has been disapproved by the
Commission
pursuant
to
section
5a(a)(12)(A) of the Act, or the amendment or revocation of such bylaw, rule,
regulation or resolution has been approved by the Commission pursuant to
section 5a(a)(12)(A) of the Act.
(Secs. 5, 5a, 6, 6b; 42 Stat. 1000, 1001, 49 Stat.
1497, 1498, 82 Stat. 29, 30, 31, 88 Stat. 1392, 1400,
1401, 1402; 7 U.S.C. 7, 7a, 8, 13a)

RISK DISCLOSURE STATEMENT

[41 FR 3194, Jan. 21, 1976, as amended at 59
FR 5526, Feb. 7, 1994]

The risk of loss in trading commodity futures contracts can be substantial. You
should, therefore, carefully consider whether
such trading is suitable for you in light of
your circumstances and financial resources.
You should be aware of the following points:
(1) You may sustain a total loss of the
funds that you deposit with your broker to
establish or maintain a position in the commodity futures market, and you may incur
losses beyond these amounts. If the market
moves against your position, you may be
called upon by your broker to deposit a substantial amount of additional margin funds,
on short notice, in order to maintain your
position. If you do not provide the required
funds within the time required by your
broker, your position may be liquidated at a
loss, and you will be liable for any resulting
deficit in your account.
(2) Under certain market conditions, you
may find it difficult or impossible to liquidate a position. This can occur, for example, when the market reaches a daily price
fluctuation limit (‘‘limit move’’).
(3) Placing contingent orders, such as
‘‘stop-loss’’ or ‘‘stop-limit’’ orders, will not
necessarily limit your losses to the intended
amounts, since market conditions on the exchange where the order is placed may make
it impossible to execute such orders.
(4) All futures positions involve risk, and a
‘‘spread’’ position may not be less risky than
an outright ‘‘long’’ or ‘‘short’’ position.
(5) The high degree of leverage (gearing)
that is often obtainable in futures trading
because of the small margin requirements

§ 1.54 Contract market rules submitted
to and approved or not disapproved
by the Secretary of Agriculture.
Notwithstanding any provision of
these rules, any bylaw, rule, regulation, or resolution of a contract market that was submitted to the Secretary of Agriculture pursuant or
§ 1.38(a) or § 1.39(a) of these rules, and
was either approved by the Secretary
or not disapproved by him, as of April
21, 1975, shall continue in full force and
effect unless and until disapproved, altered or supplemented by or with the
approval of the Commission. The adoption of this rule does not constitute approval by the Commission of any contract market bylaw, rule, regulation or
resolution.
(Sec. 411, Pub. L. 93–463, 88 Stat. 1414; 7 U.S.C.
4a note)
[45 FR 2314, Jan. 11, 1980]

§ 1.55 Distribution of ‘‘Risk Disclosure
Statement’’ by futures commission
merchants and introducing brokers.
(a)(1) Except as provided in 1.65, no
futures commission merchant, or in
the case of an introduced account no
introducing broker, may open a commodity futures account for a customer,
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