The folfowing paragraphs are inserfed following the
carny-over paragraph at the top of page 710 of the Bookfet:

In the case of a binary option, the cash settlemant
amount is determined by tha relevant listing options mar-
ket and, whether or not established through use of a
multiplier, is fixed and does not vary (except in the case of
certain adjustments described befow) regardless of the
amount by which the axercisa setflemeant valua exceads

EXAMPLE: Aninvestor hoids a binary call option
on XYZ security that has an exercise price of $80 and a
fixed cash setttement amount of $100. If the exercise
settlement value of XYZ is $81 at expiration, the invastor
will receive $100. if the exercise settlement value is $90,
the investor will still receive $100. If, on the other hand,
the sxsrcise settlement value of XYZ at expiration is
bafow $80. the investor will receive nothing, and the
option will expire worthiess.

It is very important to note that the condiions under
which a binary option returns a cash setfiement amount
may vary depending upon the rules of the listing options
market. Specifically, the listing options market may list
binary options that return a cash settlement amount if:
(1} the exercise seftlement value of the underying is
above the exercise price (a binary call); or (2) the exer-
cise setilernant valua of the underlying is below the exer-
cise price (a binary put). In addition, certain binary call
options return a cash setttement amount if the exercise
sattlement value of the underlying is exactly equal to the
axerciss price.

EXAMPLE: Assume XYZ stock is the underlying
sacurity for a binary stock option with an axercise price of
280, and the exercise setlement value of XYZ at expira-
tion is exactly 380, H the listing options market specified
that the option would return a cash sattlement amount if
the exercise seftlement value was above the exercise
price, the option will axpire unexercisad. If, however, the
listing options market specified that the option would
refurn a cash settlement amount if the exercise seftle-
ment value was at or above the exercise price, the option
would be autornatically exercised at expiration.

In the case of a range option, the cash setflement
amount varies depending on where the axarcise setlle-
ment value of the underying index falls within the range
iangth at expiration. At the time a saries of range oplions
is opened for frading, the listing options market will spec-
ify the range length as well as the range imerval, which is
a value egual to a certain number of index points that is
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