Appendix 1
Drafting Notes on the Program Trading Rules of the Shanghai International Energy Exchange
To strengthen the supervision of program trading in the futures market, standardize program trading activities, and maintain an orderly and fair trading environment, the Shanghai International Energy Exchange (“INE”) has drafted the Program Trading Rules of the Shanghai International Energy Exchange (the “Program Trading Rules”). These Program Trading Rules are formulated in accordance with the Futures and Derivatives Law of the People’s Republic of China, the Provisions on the Administration of Program Trading in the Futures Market (For Trial Implementation), and other relevant laws, regulations, normative documents, and the Trading Rules of the Shanghai International Energy Exchange and other business rules.
The relevant details are explained as follows:
I.
Background
The Provisions on the Administration of Program Trading in the Futures Market (For Trial Implementation) were published on June 13, 2025, and will take effect as of October 9, 2025. Article 5 of these provisions requires futures exchanges to formulate business rules governing program trading and to exercise self-regulatory oversight of such activities. Article 36 provides that these provisions apply to all program trading activities conducted on INE. To implement these provisions, ensure consistency with internal business systems, and further clarify supervisory requirements, INE has drafted the Program Trading Rules.
II.
Main Content
The Program Trading Rules consist of seven chapters and forty articles, covering General Provisions, Reporting Management, System Access Management, Hosting and Seat Management, Trading Monitoring and Risk Management, Supervision and Management, and Supplementary Provisions. Key contents include:
(I)
General Provisions
(i)
Purpose: To strengthen program trading oversight in the futures market, regulate program trading activities, and maintain trading order and market fairness.
(ii)
Scope: The Program Trading Rules apply to all program trading activities conducted on INE.
(iii)
Definitions: The Program Trading Rules define program trading, high-frequency trading, program traders, and high-frequency traders. INE shall separately establish specific criteria for high-frequency trading.
(iv)
Principles: Participants must comply with relevant laws, regulations, normative documents, and the business rules of INE, and must not compromise INE’s system security or disrupt normal trading order.
(II)
Reporting Management
(i)
Implementation of a program trading reporting system by INE. Traders must report their program trading activities according to INE’s prescribed procedures before engaging in such trading.
(ii)
Reporting channels. Clients shall report to their entrusted futures firm members (“FF Members”), Overseas Special Brokerage Participants (“OSBPs”), or Overseas Intermediaries. After verifying the information, FF Members and OSBPs shall promptly report to INE; Overseas Intermediaries shall report to INE through FF Members or OSBPs. Upon receiving feedback from INE, FF Members, OSBPs, and Overseas Intermediaries shall confirm the information with their clients. Clients may commence program trading only after receiving this confirmation. Non-futures firm members (“Non-FF Members”) and Overseas Special Non-Brokerage Participants (“OSNBPs”) shall report directly to INE and may begin program trading only after receiving confirmation from INE.
(iii)
Reporting content. Program traders must truthfully, accurately, and completely report basic account information, trading and software information, and any other information required by INE. High-frequency traders must additionally report trading strategy types and main content, maximum order submission and cancellation frequencies, and maximum numbers of daily order submissions and cancellations.
(iv)
Verification requirements. FF Members, OSBPs, and Overseas Intermediaries must verify the information reported by their program trading clients every six months or as required by INE. INE will also verify the information reported by program traders every six months or as needed.
(III)
System Access Management
(i)
Specification of external access requirements: FF Members, OSBPs, and Overseas Intermediaries shall incorporate the management of external system access into their compliance and risk control frameworks, and establish comprehensive management mechanisms covering access testing, trading monitoring, and anomaly resolution.
(ii)
Specification of system functionality requirements: Technical systems used by traders for program trading shall have effective features such as anomaly monitoring and threshold management. Trading information systems used by FF Members and OSBPs, as well as the technical systems used by Overseas Intermediaries for program trading, shall include functions such as capital and position verification, access control, and anomaly monitoring.
(iii)
Establishment of system testing requirements: FF Members and OSBPs shall conduct testing of the technical systems used by their clients and Overseas Intermediaries for program trading, as well as their own trading information systems, and shall retain test records as required.
(iv)
Specification of prohibited practices: FF Members and OSBPs shall not grant management access of trading information systems to clients or other unauthorized parties. Program traders shall not use system interfaces to engage in illegal futures trading or other prohibited activities.
(IV)
Hosting and Seat Management
(i)
Establishment of systems and resource allocation principles: INE shall establish a hosting information reporting system and a trading seat management system. Hosting services and the allocation of trading seats shall be provided according to the principles of security, fairness, and reasonableness. INE shall verify the usage of hosting resources and trading seats every six months.
(ii)
Hosting resource reporting requirements: Members shall report to INE each time they apply for additional hosting resources. If there are significant changes to the reported information, members shall submit a change report promptly after such changes occur.
(iii)
Regulation of member use of hosting resources: FF Members shall establish a hosting resource management system and reasonably utilize the hosting resources provided by INE. FF Members must not provide hosting services to program trading clients who frequently engage in abnormal trading behavior, experience major technical failures, or have other significant violations.
(iv)
Regulation of trading seat management by FF Members and OSBPs: FF Members and OSBPs shall establish a trading seat management system, allocate trading seats fairly, and report to INE on the usage of trading seats by program trading clients.
(V)
Trading Monitoring and Risk Management
(i)
Specification of compliance and risk control requirements for program traders: Program traders shall enhance compliance awareness and strengthen their risk prevention and control capabilities.
(ii)
Specification of compliance and risk control requirements for FF Members, OSBPs, and Overseas Intermediaries: These entities shall establish and effectively implement systems related to program trading and strengthen monitoring of clients’ program trading activities.
(iii)
Specification of real-time monitoring responsibilities for the INE: INE shall conduct real-time monitoring of program trading, with a focus on abnormal behaviors such as high order submission/cancellation frequencies and elevated ratios of submissions/cancellations to executed trades.
(iv)
Specification of enhanced supervisory measures for high-frequency trading by the INE: INE shall apply measures such as order submission and cancellation fees and trading limits, and may adopt differentiated fee structures for high-frequency trading.
(v)
Specification of emergency response responsibilities for all relevant parties: Program traders, FF Members, OSBPs, and Overseas Intermediaries shall take immediate action in response to emergencies. INE may impose emergency measures, including trading suspensions.
(VI)
Supervision and Management
(i)
Specification of inspection authority: INE may conduct on-site or off-site inspections of FF Members, OSBPs, Overseas Intermediaries, and program traders to assess compliance with the Program Trading Rules as part of self-regulatory oversight.
(ii)
Specification of self-regulatory measures: INE may impose disciplinary measures on program traders, FF Members, OSBPs, and Overseas Intermediaries who violate the relevant provisions of the Program Trading Rules.
(VII)Supplementary Provisions
(i)
Specification of violation handling: Serious violations of the Program Trading Rules may be handled by INE in accordance with the Enforcement Rules of the Shanghai International Energy Exchange.
(ii)
Specification of applicability to market makers: Market makers are exempted from the provisions on high-frequency trading when conducting market-making activities through program trading, in light of their obligation to provide two-sided quotes.
