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o — 5t FPEINSTTANI2T R D

2019 FHEHETY ' BRKRE, MRXEBMELRE THEEAKRBIGEK, BAN

RTF 2016 FHWHEE SR, EEKFRTTERTZP, FEEKEAGEZFAIRIL
EHERIPEFH; ARFR. TEMER=XEMHRZEHEP, KERNEEL
iR =R IR EPERETT. DEFIRE, BmEHHARRERE KT 30%,
HepgeR T mMIB ST 7/, BmiiiiilNmimREgEeEd 1, &
=RBRRALBERN; SRMAETIMZEERIE 1.5 E, EPRERENIEESER
B ; SREAINR T IZINRRE, & MRS .

1.1 BTN EREEH, QITHEEZER

2019 &, REHEAGEHIZMAE 39.62 2F (814, TRE) # 290.61 H1Z7t, [ELL
A8 30.81% M 37.85%, X EHZELRE FENED, HElTHEE-SR
RRENS 2015 FMIEEE—TEEE, B5 204 FHEE_SR/LERFE (B 1) .

DNRBAKRE, LERERZA (LUTEFLHFT®) M 14.48 120 112.52
F 1275, RS B K 20.44% F1 19.35%, 17 &5 b5 B9 36.54% F 38.72%.
KEBBRZE (LUTFEMAERT) B3 13.56 {23 68.93 H1Z7T, [ELE2 58K
38.05% #1 32.05%, 17BN 34.21% F 23.72%, BMNEERZ R (LT B
AEFT) A 10.92 12F M 39.54 F1Z7m, R 518K 33.58% # 3.45%, m™izh
Eb 357 27.57% # 13.61%. FEEREAGERZ S (U FERPEM) B3 0.66 12

'ARE P CPEBRTY” AR TPERARARASERTY, AHEATROETEBRLSEK,

P RIRZE P ey AR BEL 23] A Futures Industry Association (FIA ) 23, G AATERR XTI A L%
el L, 2d TELGHIMRRAPSLETF T T L RE, Bk, AXE0RCHEHRBTYH
HAEFHE S O,

PRI LT AL T BT A LERAFRRRR S P (P MAR ESAER, INE)
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FH 69.62 F127t, ELLD A 144.07% F 166.52%, ™17 &EE52 5179 1.68% #
23.96% (E2)

W AT (£4) — KA (H4H)

50 125 AL 500

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
HFERR: FEBR LS (LT /AT D)

A 1. 2001-2019 FF B TR X5 &R

W2018Fh T ( A4) MWM2019F8XF ( A%) — 2018 F R KA (A%h) ——2019 Fm R4 (A4h)

15 45 AL 100

60

LR KA #R P iy
BIERR: bR

A 2. 2018—2019 F P B &5 X 5 AT R X &5 & 4R
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1.2 £HIRRPEH, aRRFalEEERMEZTI=R

2019, PEBEHGSASELIKARTYG P HEEM (L. RIE Futures
Industry Association (FIA) it FHREEIE, BIINITEREREITE, LHAFA.
REFr. AEFAMAEPMAHERHEZGORNE 100 F 11, F12FME 288, FALLH
AT, EFA 18 EALIBNEA3E, BEHERPEHR (KD .

E 1: 2019 FAWM TR (P AITERRTEHSL)

2019 4 2018 4 2019 2018 5F Rl
# 2 H2 (%) (zF)

1 2 PR KAEA R PT (NSE) 59.61 37.90 | 57.27%
2 1 Z TR LRGP &R (CME Group ) 48.30 4845 | —0.31%
3 3 B R FiE AT RSP (B3) 38.81 2574 | 50.76%
4 4 MR 2P (ICE) 2257 2474 | -8.79%
5 6 R 2058 ) T ( Eurex ) 19.47 1952 | —0.24%
6 5 2T IR 5P &R (CBOE) 19.12 2051 | —6.77%
7 7 ik 54 B (NASDAQ Group ) 17.85 18.95 | —5.77%
8 9 #HERXPFH (KRX) 15.47 14.08 9.83%
9 8 EMA R S PT (MOEX ) 14.55 15.00 | —3.02%
10 10 LHEBE R 5 P (SHEE) 14.48 12.02 | 20.44%
11 12 XiE B s Fr (DCE) 13.56 9.82 38.05%
12 13 M s2 X P (ZCE) 10.92 8.18 33.58%
13 11 P EFIEA X HPT (BSE) 10.26 1033 | —0.61%
14 15 EFEEFREAR ST E A (MIAX ) 4.40 4.21 4.45%
15 14 A S PT%&H (HKEX) 4.39 4.81 —-8.79%
16 19 1FE3E A RS PT (BIST) 3.88 2.36 64.13%
17 16 BAZX &R (JPX) 3.61 412 | —12.35%
18 20 HEXZARZHH (MCX) 3.07 2.30 33.10%
19 17 & B IR XS PT (TAIFEX) 2.61 3.08 | —15.36%
20 18 RRA RAEF 5P A (ASX Group ) 2.60 2.48 5.03%

F I RR . FIA, AW

PARBRE PR AR TS RIEERPREBRT T,
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ENRITTNERITERNRE, LT, ABPRAABERAIH R R D504
$1. B2ME 4%, ELEDIFEF. LA 1RMET K2

A 2: 2019 FARM TR HH (I AHRITERRLZHSL )

2019 F 2018 4 - 2019 F 2018

#H 2 H2 (2F)  (fF)
1 1 LA R B PT (SHEFE) 14.48 12.02 20.44%
2 3 XiE B s 5 Hr (DCE) 13.56 9.82 38.05%
3 2 Z ARG %A (CME Group ) 11.35 11.82 | —3.95%
4 4 HMA=RRZH A (ZCE) 10.92 8.18 33.58%
5 5 MERZ 5 Pr (ICE) 7.76 7.97 —2.65%
6 6 F WAL (MOEX ) 6.64 4.78 38.72%
7 7 PEXFRASRZHH (MCX) 3.07 2.30 33.10%
8 8 HAZ G &ER (HKEX) 1.76 1.85 —4.69%
9 9 PR s RS T (ICEX ) 0.88 0.27 | 228.09%
10 12 fFIIEA RS PT (BIST) 0.58 0.22 161.08%

¥ HERB: FIA, FHW

£ 2019 2R m. EBMER=LRMHIMRZEHRZHR, REmlzREEm
MBI =R & B ERVEA mif, B!

REFFEHERTmEFHRE 1, RRE 2.7312F;

AEFrFRAFENRT mEPHRE 2, IXE 1.3812F;

REFFHE RN mEPHRE 3, BXE 1.36 12F;

FRAPTRSGNE R BRPHRE 1, BXE 4.6512F;

REPTHE AEEBETHRE 2, RXE 297 12F;

FERFFRERBRPHRE 3, BRE 1.60 12F

frLdmitsh, PEBRE. ERK 2. —SH. RARK. 2FH. R BE.
M. AEHEMUYIERRREGATERMZER 202 (R 3) ; PEAR. $#
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AELER. BEE. 1.
EARER. BHEE. BR.
REHI20% (R5) -

ARG IY 2 IKE B

HRITEMIZERT 202 (R 4) ;
R sh71E. RIRHASI IS 2 ReEREATTERM

£ 3: 2019 AR T RRFHRYNITERESY (MR XEHSL)
2019 & 2019 ¥ 2018 &
He 2 (125 )  (1zF)
= b £ s S
1 24 @;ugusr‘;sybem Meal KETFREHH (DCE) 273 238 | 1457%
2 "‘*ﬂé(ffM) éﬁig’:ﬁ‘;e‘i Meal | somwmms 5 (ZCE) 138 1.04 | 3231%
> 4e] o N
3 (RBD gﬂ} gl/e}i]rjﬂl:utures ) KEFHREZ G (DCE) 1.36 0.44 205.57%
¥ 21 4% )
4 ( White ngfféﬁ) Futures ) FRM BT K P (ZCE) 1.13 0.64 75.79%
3 L= ) % A 4E
5 E KB ( Corn Futures ) <7b”é§’¥kc)§g;ﬁf" &l 1.03 0.97 5.96%
6 E R ( Corn Futures ) KEBARREHI (DCE) 0.99 0.67 48.35%
_5-/‘ ‘ﬁ: g i S 5. 2o
7 &1 ﬂ;ﬂutflrse%bem 24 Xi%ER=Z L (DCE) 0.88 0.54 61.71%
— 24k g e o
8 ( Cotton N;"ﬁé]g) Futures ) FRMBF LK P (ZCE) 0.64 0.59 9.29%
oK 4 % A% 3
9 ( éﬁﬁiﬁ%{iﬁs ) EEBRS R S P (SHEE) 0.54 0.62 —12.93%
3 a5 7 2k 3B A A
10 | X245 (Soybeans Futures ) <75"£§ch’]§%@7"§] 0.53 059 | —8.89%
¥ A5 2% o N DV
1 ( Rapese::ﬁgi‘lb( (}36 Futres) | FRH &S (ZCE) 0.38 035 | 7.70%
=4 NS X
12 ( si;af#?ﬁﬁﬁes ) % 5 (ICE) 0.38 0.37 1.83%
13 F R4 (Apple Futures ) HM BB (ZCE) 0.37 1.00 —62.52%
14 A% #75¢ ( Egg Futures ) XEH®RXH P (DCE) 0.37 0.20 86.41%
15 BB (Woodpulp Futures ) | _L#EHE X 5 A7 ( SHFE ) 0.36 0.09 | 304.95%
2T e R NP B0 T
1 ( Soybean Oil Futures ) (#TF CBOT) 0% el 78
s =m0 % B AE
17 E KB (Cormn Options ) zj”éfﬁkc)gg{ﬁ)"‘ Al 0.31 0.26 22.62%
iﬁﬂ%ikélfi&'l‘iﬁﬂ f o S ), A B 4R
18 ( Chicago Soft Red Winter <”“ﬁ;§TkC)§g;ﬁ)* H 0.30 037 | —17.38%
Wheat Futures ) o
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2019 5 2019 % 2018 %
H 2 (f2F) eF)
ER Rl EX L W SN N o
19 ( Soybean Meal Futures ) (#TF CBOT) 0.29 0.32 1&5%
S iy ; = _ _
24 ( Chinese Jujube Futures ) AN 35 P (ZCE) ot

HAER R FIA

F 4: 2019 FART =+ REBH NITERS

4 (R EHL)

2019 5 2019 % 2018 %
H 4 (f25) (I5F)
BRI R 4% o J
1 ( Steel Rebar Futures ) EEBS R 4P (SHFE) 4.65 5.31 12.39%
2 ek i 6 #15¢ (Tron Ore Futures ) | XER =R H A (DCE) 2.97 2.36 25.39%
3 AR5 ( Nickel Futures ) EES R 4 Pr (SHFE) 1.60 1.15 39.74%
4 G424t (Silver Futures ) EiEH9 X S BT (SHEE ) 1.43 0.42 238.04%
ZmFERLE
5 F2 B (Gold (GC) Futures ) = ( ;3;@; CSI\?IJE))ETE 0.87 0.80 7.73%
’é{k/g};q )Jf‘ F °h B 7%
6 ( Diamond(l Carat) Futures ) FPER RSP (ICEX) 0.86 0.23 270.30%
7 44 ( Zinc Futures ) LB R S A (SHEE) 0.71 0.92 | =23.05%
P ALK AR ST . B
8 ( Hot Rolled Coil Futures ) EE#RS R 5 Py (SHEE ) 0.70 0.87 18.90%
9 28394 ( Aluminium Futures) | A& R S EHR (T LME) 0.66 0.66 0.72%
10 #43% (Gold Futures ) fFIIEAT RS PT (BIST) 0.51 0.19 163.15%
11 #F 485 ( Gold Futures ) EiEES X S BT (SHEE ) 0.46 0.16 186.58%
12 A5 ( Copper Futures ) LB R 5 P (SHFE ) 0.37 051 | —28.74%
A BARER T a2 B ; s N
13 ( Copper — Grade A Futures) HEHEZHHER (AT LME) | 036 0.39 7.71%
14 42275 ( Aluminum Futures ) EiE#K R 5P (SHEE) 0.33 0.47 —29.73%
BB ( Special High ke B opros i B
15 Grade Zine Futares ) HAEZGHHER (4TF LME) 0.30 0.33 11.31%
16 A HEAZHIER (T LME) 0.24 0.24 1.91%
( Primary Nickel Futures ) == N : : :
G4k (5000 &3] ) H e R NP N0 i T
17 ( Silver (5,000 oz) Futures ) (3£ F COMEX) 0.24 0.24 0.68%
43‘7)‘1 ST % j]'_": B 4E
18 ARHAE (Copper (HG) Futures ) = (g.ﬁg C&\?E;TEJ 0.24 033 | —26.60%
19 #4241 ( Gold Futures ) B AR B (MOEX ) 0.20 0.15 34.77%
20 ( Refined Silver Futures ) ZHA RSP (MOEX ) 0.17 0.14 22.71%
HAER R FIA
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%.5: 2019 FAHM—+ KR NITAEARSY (R X2HL)

2019 y . 2019 F 2018 F
H 4 (fe5F) (5 )
Brent /& id 2057 . -
1 ( Brent Oil Futures ) EHAE A (MOEX) 6.17 4.41 39.69%
WTI /R d# 5 ( WTI Light L R N L] B
2| Sweer S8 Ol (ET) Putures) (#F NYMEX ) el S0 o7
Brent /& 34 2157 P, Ve
3 ( Brent Crude Oil Futures ) MERZ % PF (ICE) 2.21 2.35 5.82%
4 WA A (Fuel Oil Futures ) | _E&AHAE X 5 PT (SHEE) 10577 0.39 350.02%
£ RARAHK (North o e 2 -
5 American Natural Gas Futures ) MR 37 (ICE) 1.37 1.56 12.34%
JR i AR B T
6 ( Crude Oil Mini Futures ) FFEXERARX S (MCX) 1.36 0.70 93.85%
FHBRRAHK (Henry Hub  Zmd AL AT ER _
7 Natural Gas (NG) Futures ) (74 TF NYMEX ) 1.03 114 9.51%
pop: b
8 ( Bitumen Futures ) B9 X 5 BT (SHEE ) 1.03 0.70 47.43%
9 Aom B (Gas Oil Futures ) 59~'] Fﬁi%ﬁfr (ICE) 0.80 0.83 —3.22%
10 a5 ( Crude Oil Futures ) |# TRRE B (MCX) 0.60 0.37 64.33%
11 & BB ( Coke Futures ) k:‘éﬁﬁa’uiwﬁﬁ (DCE) 0.56 0.69 | —19.39%
WTI Rid 85 (WTI Light el B
12 Sweet Crode O Futum% MIEZ P (ICE) 0.54 0.57 5.64%
RBOB A s #1 % (RBOB Z TR LRSI ER
13 Gasoline Physical Futures ) (32 F NYMEX ) 0.50 0.50 0.48%
IROZ i A B EmFALXSHER _
L ( NY Harbor ULSD Futures ) (3 TF NYMEX ) 0.43 046 6.22%
Jedm % ( Medium Sour Crude S
15 Oil Futures ) LR S (3£ F INE) 0.35 0.27 30.69%
Z %z B £
16 JR#EHAR (Crude Oil Options) <" E?%ﬁéﬁ’)ﬁm 0.31 0.45 | —29.81%
Zh ok e .
17 RERR FRM A F X 2P (ZCE) 0.27 0.49 | —43.74%

( Thermal Coal(ZC) Futures )

Brent Ribm/c— BN H TR LR GIER

18 |t (Brent Crude Oil Last Day = 0.26 0.22 17.37%
Financial (BZ) Futures ) (3% F NYMEX)
Brent J7 il A4 sl e 25
19 ( Brent Crude Oil Options ) MR HPr (ICE) 0.26 0.25 2.59%
ﬁ\ﬁ’ﬁ‘}] J% e e v < H _

20 ( Hard Coking Coal Futures ) KiEF R HP (DCE) 0.23 0.46 50.77%
FAE KRR . FIA
> B ICE 68943 6 % = %41% (ICE Global Oil Products Futures ) . db % X KA % ¥ A A ( North American

Natural Gas and Power Optlon ) ¥y B A LS AP 0 A it , MARSE RFLAANHELTCE,
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1.3 BmHEAGI AT EIE KLY 30%, REMUSETIHAE7 AL

2019 £, HEEAHAKTH ° R 38.55 12FF 220.95 H1Z7E, FALLHBIEK
29.22% # 19.64%, BMMMARESMREIE 3 Fim. DERE, RTmEMR
11.42 12 F#0 48.02 F51Z7t, BELLH B 31.93% A1 20.03%; £EEMK 13.5412
F 101.70 F127T, RLEDAIIEK 6.52% 1 22.09%; BRI 13.59 {ZFA
71.24 51Z7t, B3 3138 60.53% #1 16.08%., =K@, fERU TEBRERE,
KIEtHERA, SEmEAKHIMRREEER 58.78%; £BEMI TR, KELEX,
& B A A A AR ER/Y 50.71%.

REE (EH) —— mZH (&4)

5 125 ) L ZILA 25

BB b I
A 3. 2019 &% B H S SRR 25 R0

PR EHREITmit N BSGN. PTA 3k0 A, 248, B kLR, 38, AR,
RATRAERIER, SITRSCE 23.66 12F, SEmIAKEEMAIER 61.37% (B4 %) -

CAF R RN R GG RO BRI,
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PRI+ @IT . SR A, By B, BB, B2 SR BIR. PTAl iR
MEH, SIHRAET 130.97 H127t, SEmitE SRaCEY 59.27% (B4 A) o

BRI E R R IR

11%

7.69%

7.08%

T 6.88%

= 3.510 _ £ 5.04%

*Tmf%;?;fsg(y ORI 4.58% 2 3.44% oy fosw !

- s e 4.16% 4R 3.95% 05%
G4k 3.70% 1070 PTA 4.02%

BRI P I
B 4: 2019 5 B A SH R S AF R E L B IH & L

REmER, BRMRERLIE K 304.95%, TEZHRNARKT 2018 F 11 A
21 B, SERXGHRNE—1TZA; FEMMZER LG K 205.57%, M 2018
FHY 0.44 {ZFHEINR 2019 B9 1.36 12F; THRATF. 4R, BE. B 2l £
KMATHRIR R EIEIRAT 30%; MIpHIAE. BAITE. 8%, fBfE. B, ¥RM
RERBIRZERFIRAT 30%.

TREREP, AR, BEHREEIRDFEE] 238.04% 1 186.58%, AIZEHIANE
N, BT 2XEFHNAHERERSFINBARIN, B5 EHMEREMARERER
MESIFAERX; EEAFRDAITF 2018 4 10 A# 2019 F 6 AfE &M RS
SIANHE, T 2019 F 10 BRERRTZSMBARARTERXSTANRZ FELE, UKk
T 12 BB T &R/ NN FMEKY ARMAZERIEART 25%, R
SFALEIEK 18.40%; METL. &b, B, . AMFRIRZERIBEART 20%.
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BERIL TR, ZTEMRER LK 3088.74%, H 2018 F/Y 232.39 HF1E
fNE 2019 &89 741020 5 F, FBERANZ ZETF 2018 £ 12 A 10 H £, 2018
FRBNEKARE—TA; MELERRERLANE EFA 350.02%, FEZER N EHAFRT
2018 FF 7 A 16 HXYIR “180 MAKLH” BALRSL9HFIT TEIT, #HHT “fREH 380 MkbE”

HATE B4, MaNBEEERZLCE, HXMERLZIEN, S, BRK. PTA. BZ&E
MR EEIEART 60%, A BHEMERIMRIZEERAT 30%; mEEMNR
FIERIR R EFEIEAR T 20%s:

K 6: 2019 F P B &7 S AR AR E 5 U R AL

2019 F R E 2019 R A

2019 SR X &

2019 4 5%, X 50

R R He B, R He B2 e R B ) H R
o SEAT 4600.52% 3383.56% 2 LUAR —12.39% —15.98%
4 LR 3854.91% 1701.00% R RN —12.93% —12.42%
A 3088.74% 2643.36% wRKE1F -16.56% —20.51%
EHE 350.02% 254.49% FELE A —18.90% —23.04%
¥4 304.95% 287.90% Y3 —19.39% —25.59%
a4k 238.04% 284.74% £ —23.05% —30.85%
AZAE 205.57% 229.55% e —24.44% —33.80%
HA 186.58% 238.91% EREH —26.75% —25.37%
R A 89.89% 69.08% #hXKa2%F —27.31% —34.04%
A 2 86.41% 99.75% 4R —28.74% —32.77%
PTA 82.90% 59.00% 48 —29.73% —32.22%
a4 75.86% 79.23% SR AL —40.75% —47.71%
BT 72.69% 43.19% H B —43.74% —47.16%
VB 61.75% 30.23% I AAHR —44.85% —-39.97%
2k 61.71% 69.28% BERE —50.77% —49.93%
2K 48.35% 52.89% =273 —56.83% —60.98%
Tl 47.43% 49.03% ¥R —62.52% —64.20%
4 39.74% 53.62% £ —75.42% —76.06%

T iy AT o A AR R R

TR K LA BT 2018 FRR TEIK,

SARET 0.14 T F422.96 I F




2019 fEEPE S R iR

V1€ > w2 : Tl V1 C > s 2 : > 2 am
= 2 AR 2019 HF MR E 2019 A B2 2019 F MR E 2019 A

] bb 38, 5] b 3, ] Pb 35, ] Fb B,

RAT A8 32.31% 25.94% ALAG —78.35% —79.44%

JR. v 30.69% 21.49% 3% % —88.40% —89.11%

YA T 25.39% 72.39% F-HuAG —92.34% —92.83%

R 22.96% 24.91% WAL ARG —96.51% —96.74%
] 18.40% 12.31% R - -
2 14.57% 3.44% BF . =
AB 4 10.80% -10.21% 20 5 - -
LA 10.67% 17.75% AR = S
— 5% 9.13% —11.48% 4R - -
EX Ea: 7.71% 15.89% KM - -
A TH —7.07% —7.76% 45,55, - -

HAERR . I

1.4 BmBATRHAN R A EIEIEEE 1 (2, si=2 M3 Ltk
2019 &, PED RGN IZARBRIR, B3 4059.51 5 FF 333.27 127T,
EILb 2514 120.89% # 54.38%, S mERREIN M3 E 5 M 3ENINE 5 Fiirxo

W ARE (£%H) — RIA (H4H)

2,000 & F 127 150

90

60

30

2R BN 2R AR AR R S5 LR PTA iR FEHR T84
HAE R P

A 5: 2019 F % BB S AR R E 5 R

11
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HZE 2019 K, #F 10 M ERpEEENEMH 2019 FE /T 7 MRS
R EMARF I =2 @MmZma Stk 28I t, EPRRELLEFI=H
Nt A S, BEFEMEREAN, Sitatt 77.21%; ARE S EI =2 89mMATE.
ZHMBYEEN, Fitdlt 72.03%.

BARE, 2019 Fzai EmN="mMP, ZHEEANAIZ 1780.92 5 FH 73.15
127, SR REAEIAN TR ESD 3 43.87% F 21.95%, B BUEK 42.23%
M TR 21.05%; E¥EHAANALAS 677.27 HFM 53.37 127, &b 315 16.68%
116.01%, EIELSBIHLK 47.44% F 54.20%; $SHEARLAR3S 419.75 FFH] 113.55 127,
1% G 6535139 10.34% 1 34.07%, RELSFUIEHK 232.29% 0 28.14%., ¥ LAy 7
Nt EITAAE 1181.57 FFHM 93.20127T, Bit ™A & E 535179 29.11% 1 27.97% (&
6) o

R LA B R
ARHAAR 10.34%

FA AL 0.10% IR B4
RARHAAL 2.03%

e AR 8.53%
B HA AR 0.42% y%éiﬁgm .95%

el a‘-‘"e‘)

S G
PTAHIA

Sx\t\l"

k-'w\

i*é,wx 43.87%

9

A 16.68%

2 HAX 0.96%
ARIAA 6.72%

G AR
PTAHIA 0.48%

B AL 0.90%
WL A 0.28% AR 12.11%

HIBRR: P I
A 6: 2019 F % B B 5o 0 RS A % E 5 R & i oL

2019 F LT 7T ARAPAIERIR, 4RI, 2R SF B, FE, PTA fe B 24,

12
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1.5 SR EEIRE 1.5 5, RRIEEFHENM

2019 &, FEEREAR T ° BASHUEIGIBRA, A3Z 0.66 1Z23FH 69.62 27T,
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Chapter I: Operational Panorama for China’s
Futures Market

China’s futures market' saw rapid growth in 2019, the trading volume surged after two
consecutive years of decline, and rebounded to the second highest level on record, only
next to that of 2016. In the global exchange-traded derivatives market, the global rankings” of
four Chinese futures exchanges’ trading volume rose steadily, In the trading volume ranking
of three categories such as agricultural, metals and energy, the top three of agricultural and
metals all come from the China’s futures market. By category, the trading volume of China’s
commodity futures market increased by almost 30%, of which energy and chemical products
contributed nearly 60%. The trading volume of China’s commodity futures options market
more than doubled, with the top three trading volumes accounting for over 70%. The trading
volume of China’s financial futures market grew by nearly 1.5 times, of which the incremental
contribution of stock index futures exceeded 90%. Additionally, China’s financial options
market made a breakthrough with the launch of the first stock index option.

1.1 Trading Volume Rebounded Sharply After Two Years of Decline, Hitting
the Second Highest Level on Record

In 2019, China’s futures market registered a trading volume of 3.962 billion lots (one-sided
trading, as used below), and a turnover of RMB 290.61 trillion, up 30.81% and 37.85% year-
on-year (YoY). This reversed a downward trend of two consecutive years and hit the second
highest level on record. The turnover, which had a certain gap from the peak of 2015, but
almost reached the second highest level on record in 2014 (Figure 1).

" The “China’s futures market” in this report refers to the China’s domestic futures and options market, and the
statistics do not include China’s Hong Kong, Macao and Taiwan.

* The “global rankings” in this report mainly refers to the Futures Industry Association (FIA) data, which are
calculated and ranked based on the number of lots traded on the exchange-traded derivatives market. However,
due to the different measurement units corresponding to each lot of the same product contract in each
exchange, the relevant conclusions may not be accurately reflect the market size and ranking.
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Source: China Futures Association (CFA)

Figure 1: Trading Volume and Turnover of China’s Futures Market from 2001 to 2019

In terms of exchanges, Shanghai Futures Exchange (SHFE’) saw a trading volume of 1.448
billion lots and a turnover of RMB 112.52 trillion, up 20.44% and 19.35% YoY, with market shares
of 36.54% and 38.72% respectively. The Dalian Commodity Exchange (DCE) saw a trading
volume of 1.356 billion lots and a turnover of RMB 68.93 trillion, up 38.05% and 32.05% Yoy,
with market shares of 34.21% and 23.72% respectively. The Zhengzhou Commodity Exchange
(ZCE) saw a trading volume of 1.092 billion lots and a turnover of RMB 39.54 trillion, up 33.58%
and 3.45% YoY, with market shares of 27.57% and 13.61% respectively. The China Financial
Futures Exchange (CFFEX) saw a trading volume of 66 million lots and a turnover of RMB 69.62
trillion, up 144.07% and 166.52% YoY, with market shares of 1.68% and 23.96% respectively.
(Figure 2).

’ The “Shanghai Futures Exchange (SHFE)” in this report includes its subsidiary Shanghai International Energy
Exchange (INE).
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Figure 2: Trading Volume and Turnover of China’s Futures Exchanges from 2018 to 2019

1.2 Global Rankings Rose Steadily, Taking the Top Three in the Trading
Volume of Agricultural and Metal Products

In 2019, China’s futures market further cemented its important position in the global futures
markets'. According to fullyear trading volume data from the Futures Industry Association (FIA),
SHFE, DCE, ZCE and CFFEX respectively ranked 10th (unchanged), 11th (up one), 12th (up one)
and 28th (up three) globally, based on trading volumes of exchange-traded derivatives, with
their overall rankings rising steadily (Table 1).

Table 1: Top 20 Global Exchanges in 2019
(Ranked by Trading Volume of Exchange-Traded Derivatives)

Raz%l;igg Raz%ﬁigg Exchange (Bzi(l)li]gn (Bzi(ljlggn
Lots) Lots)
1 2 National Stock Exchange of India (NSE) 5.961 3.790 57.27%
2 1 Chicago Mercantile Exchange Group (CME Group) 4.830 4.845 0.31%
3 3 Brasil, Bolsa, Balcao (B3) 3.881 2.574 50.76%
4 4 Intercontinental Exchange (ICE) 2.257 2.474 -8.79%
5 6 European Derivatives Exchange (Eurex) 1.947 1.952 -0.24%
6 5 Chicago Board Options Exchange (CBOE) 1.912 2.051 -6.77%

* The “global futures market” in this report refers to the global futures and options market.
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Razrg)l?i(gl g Raz%ﬁig g Exchange (Bzi(ljlggn (|321[|)|?§n YoY
Lots) Lots)
7 7 NASDAQ Group 1.785 1.895 -5.77%
8 9 Korea Exchange (KRX) 1.547 1.408 9.83%
9 8 Moscow Exchange (MOEX) 1.455 1.500 -3.02%
10 10 Shanghai Futures Exchange (SHFE) 1.448 1.202 20.44%
1 12 Dalian Commodity Exchange (DCE) 1.356 0.982 38.05%
12 13 Zhengzhou Commodity Exchange (ZCE) 1.092 0.818 33.58%
13 1 Bombay Stock Exchange (BSE) 1.026 1.033 -0.61%
14 15 MIAX Exchange Group (MIAX) 0.440 0.421 4.45%
15 14 Hong Kong Exchanges and Clearing Limited (HKEX) 0.439 0.481 -8.79%
16 19 Borsa Istanbul (BIST) 0.388 0.236 64.13%
17 16 Japan Exchange Group (JPX) 0.361 0.412 -12.35%
18 20 Multi Commodity Exchange (MCX) 0.307 0.230 33.10%
19 17 Taiwan Futures Exchange (TAIFEX) 0.261 0.308 -15.36%
20 18 Australian Securities Exchange Group (ASX Group) 0.260 0.248 5.03%

Source: FIA, CFA

Looking solely at trading volumes of exchange-traded commodities derivatives, SHFE, DCE and
ZCE held global rankings of 1st (unchanged), 2nd (up one), and 4th (unchanged), respectively.
(Table 2).

Table 2: Top 10 Global Exchanges in 2019
(Ranked by Trading Volume of Exchange-Traded Commodities Derivatives)

Raz'z)l\ii(;g Razlg)l;iglg Exchange (Bzi(l)lzgn (Bzi(l)lgc?n YoY
Lots) Lots)
1 1 SHFE 1.448 1.202 20.44%
2 3 DCE 1.356 0.982 38.05%
3 2 CME Group 1.135 1.182 -3.95%
4 4 /CE 1.092 0.818 33.58%
5 5 ICE 0.776 0.797 -2.65%
6 6 MOEX 0.664 0.478 38.72%
7 7 MCX 0.307 0.230 33.10%
8 8 HKEX 0.176 0.185 -4.69%
9 9 Indian Commodity Exchange (ICEX) 0.088 0.027 228.09%
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Ranking  Ranking 2019 2018

Exchange (Billion (Billion YoY
2002 200 Lots) Lots)

10 12 BIST 0.058 0.022 161.08%
Source: FIA, CFA

In the 2019 global trading volume ranking of three categories such as agricultural, metals
and energy, the top three of agricultural and metals products are Chinese futures products,
including:

Soybean meal at DCE, with a trading volume of 273 million lots, ranked 1st among
agricultural products;

Rapeseed meal at ZCE, with a trading volume of 138 million lots, ranked 2nd among
agricultural products;

RBD palm olein at DCE, with a trading volume of 136 million lots, ranked 3rd among
agricultural products;

Steel rebar at SHFE, with a trading volume of 465 million lots, ranked 1st among metal
products;

Iron ore at DCE, with a trading volume of 297 million lots, ranked 2nd among metal
products;

Nickel at SHFE, with a trading volume of 160 million lots, ranked 3rd among metal
products.

Apart from the above-mentioned products, China’s white sugar, corn, soybean oil, cotton No.1,
natural rubber, rapeseed oil, apple, egg, woodpulp, and Chinese jujube futures ranked among
the global top 20 exchange-traded derivatives in the agricultural products by trading volume
(Table 3); China’s silver, zinc, hot rolled coils, gold, copper, and aluminum futures ranked
among the global top 20 exchange-traded derivatives in the metal products by trading volume
(Table 4); and China’s fuel oil, bitumen, coke, crude oil, thermal coal, hard coking coal futures
ranked among the global top 20 exchange-traded derivatives in the energy products by trading
volume (Table 5).
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Table 3: Top 20 Global Exchange-Traded Derivatives in the Agricultural Products in 2019
(Ranked by Trading Volume)

Ranking
2019

Contract

Exchange

2019
(Million
Lots)

2018
(Million
Lots)

YoY

1 Soybean Meal Futures DCE 273 238 14.57%
2 Rapeseed Meal (RM) Futures #ECE 138 104 32.31%
3 RBD Palm Olein Futures DCE 136 44 205.57%
4 White Sugar (SR) Futures /CE 13 64 75.79%
5 Corn Futures CME Group (subsidiary CBOT) 103 97 5.96%
6 Corn Futures DCE 99 67 48.35%
7 Soybean Oil Futures DCE 88 54 61.71%
8 Cotton No. 1 (CF) Futures /CE 64 59 9.29%
9 Natural Rubber Futures SHFE 54 62 -12.93%
10 Soybeans Futures CME Group (subsidiary CBOT) 53 59 -8.89%
1 Rapeseed Qil (Ol) Futures /CE 38 35 7.70%
12 Sugar #11 Futures ICE 38 37 1.83%
13 Apple Futures /CE 37 100 -62.52%
14 Egg Futures DCE 37 20 86.41%
15 Woodpulp Futures SHFE 36 9 304.95%
16 Soybean QOil Futures CME Group (subsidiary CBOT) 32 31 1.37%
17 Corn Options CME Group (subsidiary CBOT) 31 26 22.62%
1 | ChicagoSoftRed WinterWheat | - e Group (subsidiary CBOT) | 30 37| 17.38%
19 Soybean Meal Futures CME Group (subsidiary CBOT) 29 32 -7.65%
20 Chinese Jujube Futures ZCE 28 - -
Source: FIA
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Table 4: Top 20 Global Exchange-Traded Derivatives in the Metal Products in 2019
(Ranked by Trading Volume)

Raﬁ%ﬁigr]g Contract Exchange (lvz\i(il]ign (/\%\ﬁﬂign YoY
Lots) Lots)
1 Steel Rebar Futures SHFE 465 531 -12.39%
2 Iron Ore Futures DCE 297 236 25.39%
3 Nickel Futures SHFE 160 115 39.74%
4 Silver Futures SHFE 143 42 238.04%
5 Gold (GC) Futures CME Group (subsidiary COMEX) 87 80 7.73%
6 Diamond(1 Carat) Futures ICEX 86 23 270.30%
7 Zinc Futures SHFE 71 92 -23.05%
8 Hot Rolled Coils Futures SHFE 70 87 -18.90%
9 Aluminum Futures LME 66 66 0.72%
10 Gold Futures BIST 51 19 163.15%
11 Gold Futures SHFE 46 16 186.58%
12 Copper Futures SHFE 37 51 -28.74%
13 Copper - Grade A Futures LME 36 39 -7.71%
14 Aluminum Futures SHFE 33 47 -29.73%
15 Special High Grade Zinc Futures LME 30 33 -11.31%
16 Primary Nickel Futures LME 24 24 1.91%
17 Silver (5,000 oz) Futures CME Group (subsidiary COMEX) 24 24 0.68%
18 Copper (HG) Futures CME Group (subsidiary COMEX) 24 33 -26.60%
19 Gold Futures MOEX 20 15 34.77%
20 Refined Silver Futures MOEX 17 14 22.71%
Source: FIA
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Table 5: Top 20 Global Exchange-Traded Derivatives in the Energy Products in 2019°
(Ranked by Trading Volume)

- 2019 2018
Raz%lqlgg Contract Exchange (Million  (Million YoY
Lots) Lots)
1 Brent Oil Futures MOEX 617 441 39.69%
) W Light sweet Crude O eyie Group (subsidiary NYMEX) | 291 307 | -4.94%
3 Brent Crude Oil Futures ICE 221 235 -5.82%
4 Fuel Oil Futures SHFE 177 39 350.02%
North American Natural Gas
5 Futures ICE 137 156 -12.34%
6 Crude Oil Mini Futures MCX 136 70 93.85%
7 Henry Hub Natural Gas (NG) | e Group (subsidiary NYMEX) | 103 4 | -951%
utures
8 Bitumen Futures SHFE 103 70 47.43%
9 Gas Oil Futures ICE 80 83 -3.22%
10 Crude Oil Futures MCX 60 37 64.33%
11 Coke Futures DCE 56 69 -19.39%
WTI Light Sweet Crude Oll
12 BUITES ICE 54 57 -5.64%
13 RBOB Gasoline Physical Futures | CME Group (subsidiary NYMEX) 50 50 0.48%
14 NY Harbor ULSD Futures CME Group (subsidiary NYMEX) 43 46 -6.22%
15 Medium Sour Crude Oil Futures SHFE (subsidiary INE) 35 27 30.69%
16 Crude Oil Options CME Group (subsidiary NYMEX) 31 45 -29.81%
17 Thermal Coal(ZC) Futures /CE 27 49 -43.74%
Brent Crude Oil Last Day -
18 Financial (BZ) Futures CME Group (subsidiary NYMEX) 26 22 17.37%
19 Brent Crude Oil Options ICE 26 25 2.59%
20 Hard Coking Coal Futures DCE 23 46 -50.77%
Source: FIA

° As ICE Global Oil Products Futures and North American Natural Gas and Power Option both involve the
combination of two or more products, this ranking does not include them.
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1.3 Trading Volume of Commodity Futures Grew by About 30%, with Energy
and Chemical Products Contributing Nearly 60% of the Increment

In 2019, China’s commodity futures market® saw a trading volume of 3.855 billion lots with a
turnover of RMB 220.95 trillion, up 29.22% and 19.64% YoY respectively. The trading volume
and turnover by product are shown in Figure 3. Specifically, agricultural products saw a trading
volume of 1.142 billion lots with a turnover of RMB 48.02 trillion, up 31.93% and 20.03% YoY
respectively; metal products saw a trading volume of 1.354 billion lots with a turnover of RMB
101.70 trillion, up 6.52% and 22.09% YoY respectively; energy and chemical products saw a
trading volume of 1.359 billion lots with a turnover of RMB 71.24 trillion, up 60.53% and 16.08%
YoY respectively. Among the three categories, energy and chemical products registered the
highest trading volume, and the largest volume growth, accounting for 58.78% of the volume
increment in the commodity futures market. Metal products had the highest turnover, and the
largest turnover growth, accounting for 50.71% of the turnover increment in the commodity
futures market.

M Trading Volume (Left Axis) —— Turnover(Right Axis)
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Figure 3: Trading Volume and Turnover of China’s Commodity Futures in 2019

® The statistics in this section do not include commodity futures options.
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The top ten products by trading volume were: steel rebar, PTA, iron ore, soybean meal,
methanol, fuel oil, nickel, silver, rapeseed meal and RBD palm olein, which registered a total
trading volume of 2.366 billion lots, accounting for 61.37% of the commodity futures market
(Figure 4, left). The top ten commodities by turnover were: iron ore, nickel, steel rebar, crude
oil, gold, coke, silver, PTA, copper and soybean meal, which registered a total turnover of RMB
130.97 trillion, representing 59.27% of the commodity futures market (Figure 4, right).

By Trading Volume By Turnover

Oil 7.00%

6.79%
anol 6.88%

Palm Olein 3.51% ) 9
Rapeseed Meal 30.580/0 el Oil 4.58% Soybean Meal 3.44% ke 5.04%

. 9 Silver 4.05%
Silver 3.70% NVickel 4.16% CoPReT 33X e i
Source: CFA
Figure 4: Proportion of China’s Commodity Futures
by Trading Volume and Turnover in 2019

Among agricultural products, woodpulp registered a 304.95% YoY increase in trading volume,
primarily because it was listed on November 27, 2018 and the transaction period in that year
was just over a month. The volume of RBD palm olein increased by 205.57% YoY, from 44
million lots in 2018 to 136 million lots in 2019. The trading volume of rapeseed, fiberboard, egg,
white sugar, soybean oil, corn and rapeseed meal rose by more than 30%; while that of late
indica rice, early rice, wheat WH, japonica rice, wheat PM, apple and blockboard fell by more
than 30%.

Among metal products, silver and gold grew by 238.04% and 186.58% respectively, in terms of
trading volume, which was a result of SHFE’s efforts in the past two years to seek innovations
in precious metal products, in addition to increased global economic uncertainty. The SHFE
brought in market makers for gold and silver futures in October 2018 and June 2019. It also
reduced the transaction fees for inactive contracts concerning gold and silver futures in

10



The China's Futures Market Development Report 2019

October 2019, and adjusted the minimum price change of gold futures in December 2019. The
volume of nickel and iron ore grew by over 25%, and that of tin increased by 18.40% YoY; while
that of ferrosilicon, silicon manganese, aluminum, copper, lead, and zinc dropped by more
than 20%.

Among energy and chemical products, ethylene glycol grew by 3088.74% YoY in terms of
trading volume, from 2.3239 million lots in 2018 to 74.1020 million lots in 2019, primarily
because ethylene glycol was listed on December 10, 2018, and the trading period in 2018
was less than one month. The volume of fuel oil increased by 350.02% YoY, mainly due to the
substitution of “180 fuel oil” futures contracts with “bonded 380 fuel oil” futures contracts on
July 16, 2018, ever since then, the trading volume has increased steadily. Besides, the volume
of polypropylene, PTA, polyethylene and methanol increased by more than 60%, and that of
bitumen and crude oil rose by more than 30%; while that of hard coking coal and thermal coal
decreased by over 20%.

Table 6: YoY Changes in Trading Volume and Turnover
of China’s Commodity Futures in 2019

YoY Changesin ~ YoY Changes in

YoY Changesin  YoY Changes in
< © Contract

LN Trading Volume Turnover Trading Volume Turnover
Rapeseed’ 4600.52% 3383.56% Steel Rebar —12.39% —15.98%
Fiberboard 3854.91% 1701.00% Natural Rubber —12.93% —12.42%

Ethylene Glycol 3088.74% 2643.36% No.1 Soybean —16.56% —20.51%

Fuel Oil 350.02% 254.49% Hor Rolled ~18.90% ~23.04%

Woodpulp 304.95% 287.90% Coke -19.39% —25.59%

Silver 238.04% 284.74% Zinc —23.05% —30.85%

RO 205.57% 229.55% Lead —24.44% ~33.80%

ein

Gold 186.58% 238.91% Corn Starch —26.75% —25.37%

Polypropylene 89.89% 69.08% No.2 Soybean —27.31% —34.04%

Ege 86.41% 99.75% Copper —28.74% =32.77%

PTA 82.90% 59.00% Aluminum —29.73% —32.22%

T Sz 75.86% 79.23% ek —40.75% —47.71%
anganese

Polyethylene 72.69% 43.19% Thermal Coal —43.74% —47.16%

" The substantive YoY increase in the trading volume of rapeseed and fiberboard is mainly due to the low volume
in 2018, with 1,354 and 29,630 lots transacted only.

1
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0 o o o o
Methanol 61.75% 30.23% Blockboard —44.85% —39.97%
Soybearr Oil 61.71% 69.28% Hard Coking ~50.77% ~49.93%
Corn 48.35% 52.89% Ferrosilicon —56.83% —60.98%
Bitumen 47.43% 49.03% Apple —62.52% —64.20%
Nickel 39.74% 53.62% Wheat PM =75.42% =76.06%
Rapeseed Meal 32.31% 25.94% Japonica Rice —78.35% —79.44%
Crude oil 30.69% 21.49% Wheat WH —88.40% —89.11%
Iron Ore 25.39% 72.39% Early rice —92.34% —92.83%
Glass 22.96% 24.91% Late Indica Rice —96.51% —96.74%
Tin 18.40% 12.31% Chinese Jujube el -
Soybean Meal 14.57% 3.44% Urea - I3
Cotton Yarn 10.80% —10.21% TSR 20 - 5
Polished
Wire Rod 10.67% 17.75% Round—grained Ly -
Rice
Cotton No. 1 9.13% —11.48% Stainless steel - -
Rapeseed Oil 7.71% 15.89% Ethenylbenzene = =
PvVC =7.07% =7.76% Soda ash S -

Source: CFA

1.4 Trading Volume of Commodity Futures Options More Than Doubled, with
the Top Three Accounting for More Than 70% of the Total Trading Volume

The vear 2019 saw rapid development of China’s commodity futures options market, with a
trading volume of 40.5951 million lots and a turnover of RMB 33.327 billion, up 120.89% and
54.38% YoY respectively. The trading volume and turnover of commodity futures options are
shown in Figure 5.

As of the end of 2019, there were 10 commodity futures options (7 newly listed in 2019%). The
top three commodity futures options by trading volume were soybean meal, white sugar, and
corn options, which accounted for 77.21% of the total. The top three by turnover were copper,
soybean meal, and white sugar options, which accounted for 72.03% of the total.

Specifically, among the three futures options listed before 2019, soybean meal options
saw 17.8092 million lots traded at RMB 7.315 billion, accounting for 43.87% and 21.95%

¥ The seven products listed in 2019 were natural rubber, cotton, corn, iron ore, methanol, PTA and gold options.
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Figure 5: Trading Volume and Turnover of China’s Commodity Futures Options in 2019

of the commodity futures options market, an increase of 42.23% and a decrease of
21.05% YoY, respectively. White sugar options saw 6.7727 million lots traded at RMB 5.337
billion, representing 16.68% and 16.01% of the total, an increase of 47.44% and 54.20%
YoY, respectively. And copper options saw 4.1975 million lots traded at RMB 11.355 billion,
accounting for 10.34% and 34.07% of the total, a YoY increase of 232.29% and 28.14%,
respectively. The 7 newly listed futures options registered 11.8157 million lots traded at RMB 9.32
billion, representing 29.11% and 27.97% of the total, respectively (Figure 6).

By Trading Volume By Turnover
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Figure 6: Proportion of China’s Commodity Futures Options
by Trading Volume and Turnover in 2019
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1.5 Trading Volume of Financial Futures Increased by Near 1.5-Fold, with
Stock Index Futures Contributing Over 90% of the Increment

The year 2019 saw a substantial growth of China’s financial futures market’, with a trading
volume of 66 million lots and a turnover of RMB 69.62 trillion, up 143.60% and 166.51% YoY
respectively.

Specifically, stock index futures performed extraordinarily well, with a trading volume of 53
million lots and a turnover of RMB 54.80 trillion, an increase of 225.81% and 248.17% YoY
respectively. Treasury bond futures saw a trading volume of 13 million lots and a turnover of
RMB 14.82 trillion, an increase of 19.94% and 42.71% YoY respectively. The trading volume and
turnover increments of stock index futures were much higher than those of treasury bond
futures, accounting for 94.46% and 89.81%, respectively, of the total increments in the financial
futures market. The substantial rise in transactions could not have been made possible without
the efforts to normalize the trade of stock index futures. In April 2019, the CFFEX further
reduced the transaction fees for stock index futures and criteria for CSI 500 stock index futures
margins, and once again adjusted the daily opening position limit.

Among the stock index futures, the CSI 300 index futures saw a trading volume of 23.6385
million lots and a turnover of RMB 26.71 trillion, up 215.73% and 241.118% YoY respectively; the
SSE 50 index futures saw a trading volume of 9.669 million lots and a turnover of RMB 8.22
trillion, up 114.05% and 133.17% YoY respectively; and the CSI 500 index futures saw a trading
volume of 19.9438 million lots and a turnover of RMB 19.88 trillion, up 359.51% and 353.01%
YoY respectively (Figure 7).

Among the treasury bond futures, 2-year treasury bond futures saw 1.9876 million lots traded
at RMB 3.98 trillion, a YoY increase of 5279.84% and 5774.13% respectively. The increase was
primarily because the 2-year treasury bond futures were listed on August 17, 2018, and the
trading period in 2018 was just more than four months. 5-year treasury bond futures saw 1.7983
million lots transacted at RMB 1.79 trillion, a decrease of 2.42% and 0.32% YoY respectively. 10-
year treasury bond futures saw 9.2462 million lots transacted at RMB 9.04 trillion, a YoY increase
of 2.86% and 6.14% respectively (Figure 8).

’ The statistics in this section do not include financial options.
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Figure 7: Trading Volume and Turnover of Stock Index Futures during 2016-2019
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Figure 8: Trading Volume and Turnover of Treasury Bond Futures from 2016 to 2019
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1.6 Financial Options Market Ushered in a Breakthrough, the First Stock
Index Options Listed

China’s financial options market' ushered in a new breakthrough in 2019, on December 23, it
successfully listed the first stock index options, the CSI 300 stock index options, which saw 0.127
million lots traded at RMB 1.302 billion.

" This report does not include SSE 50 ETF options and CSI 300 ETF options.
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Chapter 1I: New Development of China’s
Futures Market

Followed the guidance of Xi Jinping Thought on Socialism with Chinese Characteristics for a
New Era, in 2019, China’s futures market adhered to the general principle of seeking steady
progress. New development philosophies were put into practice along the lines of deepening
supply-side structural reform in the financial sector. Holistic plans were made to forge ahead,
which produced fruitful results. Specifically, the number of new products listed throughout the
year created a new record, providing a greater variety of risk management tools for investors.
The pilot of the market maker system was expanded to improve active contract continuity. The
pace of opening up has been significantly accelerated, and the degree of internationalization
has been continuously enhanced. OTC market tools and platforms continued to be expanded
to enable enhanced exchange-OTC interactions. The legal and regulatory systems were
improved to lay a more solid foundation for the rule of law. The “insurance + futures” pilot
continued to expand, where new and optimized service models were put to use. Market
supervision continued to be strengthened, and the level of scientific and technological
supervision has steadily increased.

2.1 The Number of New Products Listed Hit a Record High, and Risk
Management Tools were Increasingly Rich

To better serve the real economy, China’s futures market carried out supply-side structural
reform in the financial sector intensified efforts to create new products, and the number of
new products of listed futures and options reached a new high. A total of 15 products were
listed throughout the year (Table 7), including 7 commodity futures, 7 commodity futures
options, and 1 financial option. By the end of 2019, the number of products listed on the
China’s futures market reached 75.

In terms of commodity futures and options, 4 were listed at SHFE, i.e. TSR 20 and stainless
steel futures, and natural rubber and gold options; 4 at DCE, i.e. polished round-grained rice
and ethenylbenzene futures, and corn and iron ore options; 6 at ZCE, i.e. Chinese jujube, urea,
and soda ash futures, and cotton, PTA, and methanol options.

In terms of financial futures and options, the CFFEX listed the CSI 300 stock index options, the
first stock index option product in China.
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Table 7: Products Listed in China’s Futures Market in 2019

Exchange Listed Products Time of Listing
1 Natural Rubber Options Jan 28
2 TSR 20 Futures Aug 12
3 55 Stainless Steel Futures Sep 25
4 Gold Options Dec 20
5 Corn Options Jan 28
6 o Polished Round-grained Rice Futures Aug 16
7 Ethenylbenzene Futures Sep 26
8 [ron Ore Options Dec9
9 Cotton Options Jan 28
10 Chinese Jujube Futures Apr 30
11 Urea Futures Aug 9
12 o Soda Ash Futures Dec 6
13 PTA Options Dec 16
14 Methanol Options Dec 16
15 CFFEX CSI 300 Stock Index Options Dec 23

Source: Collated with publicly available information from the official websites of the exchanges

In terms of index, eight were released at SHFE", i.e. the price and excess return indexes
of crude oil, zinc, nickel, and steel rebar futures; six at DCE”, including three customized
indexes, one industrial product-themed index and two industrial single commodity indexes"”.
In addition, by the end of 2019, there were 33 Esunny commodity indexes" released by ZCE,
which can be divided into two series, i.e. commodity futures price indexes and commodity
benchmark price indexes, or into three major categories, i.e. composite indexes, sub-indexes
and single commodity indexes.

"' By the end of 2019, the SHFE had released 19 commodity indexes, which are divided into three categories:
composite, sector and single commodity indexes, covering non-ferrous, ferrous, and precious metals, as well as
crude oil.

" By the end of 2019, DCE had released 43 commodity indexes, including composite, component, themed, single
commodity and custom indexes.

" Custom indexes include corn starch processing profit index, laying hen breeding profit index, laying hen feed
cost index. Industrial product-themed index refers to plastic futures price index. Industrial single commodity
indexes include ethylene glycol futures price index and ethylene glycol futures main contract price index.

" Data originate from the official website of ZCE.
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In terms of commodity futures ETFs, in August 2019, China’s first three commodity futures
ETFs were approved, i.e. Huaxia Feed Soybean Meal Futures ETF, Dacheng Nonferrous Metals
Futures ETF, and CCB Principal Asset Management Esunny ZCE Energy & Chemical Futures ETF.
Huaxia Feed Soybean Meal Futures ETF® and Dacheng Nonferrous Metals Futures ETF' were
listed for trade at the Shenzhen Stock Exchange in December; while the later was officially
established in December”. The introduction of commodity futures ETF provides investors with
a tool for allocating commodity assets, thus helping promote index investment in China’s
commodity futures market.

2.2 The Scope of Market Maker Pilot was Expanded, and the Continuity of
Active Contracts Continued to Improve

To better meet the needs for enterprise risk management, in 2019, the four futures exchanges
in China vigorously promoted the market making business. Market makers were introduced
or added for 14 futures (Table 8). As more products were allowed for market making, the
continuity of active contracts continued to improve, and market activities gradually increased.
At the SHFE, market makers were introduced for five products, i.e. fuel oil, silver, TSR 20, tin,
and stainless steel futures; at the DCE, market makers were introduced for No. 2 soybean, and
added for three products, i.e. soybean meal, corn, and iron ore futures; at the ZCE, market
makers were introduced for four products, i.e. cotton, white sugar, cotton yarn, and methanol
futures; and at the CFFEX, market makers were introduced for treasury bond futures.

At present, more than 20 futures have been approved for market making, accounting for
more than one third of the total in China’s futures market. As a result, the continuity of active
contracts for products, such as crude oil, nickel, silver, thermal coal, cotton, soybean meal, and
No. 2 soybeans, has been improved.

" As of December 31, 2019, Huaxia Feed Soybean Meal ETF had approx. 252 million shares, with a net value of
RMB 249 million.

' As of December 31, 2019, Dacheng Nonferrous Metals Futures ETF had approx. 360 million shares, with a net
value of RMB 370 million.

7 CCB Principal Asset Management Esunny ZCE Energy & Chemical Futures ETF, which had raised RMB 485 million,
was listed on the Shenzhen Stock Exchange on January 17, 2020.
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Table 8: Introduction or Addition of Futures Products’ Market Makers in 2019

. Number of Market Makers Date
N p SETEE Frogles (by the end of 2019) Announced
1 Fuel Oil Futures 10 Jun Introduced
2 Silver Futures 15 Jun Introduced
3 SHFE TSR 20 Futures 15 Sep Introduced
4 Tin Futures 20 Nov Introduced
5 Stainlessgiedd 20 Nov Introduced
Futures
6 SoyioEa ieel 15 Feb Added
Futures
7 - Corn Futures 15 Feb Added
8 Iron Ore Futures 15 Feb Added
9 2, £ 50y 9 15 Feb Introduced
Futures
10 Cotton Futures 12 May Introduced
1l " White Sugar Futures 12 May Introduced
12 Cotton Yarn Futures 15 Jul Introduced
13 Methanol Futures 13 Aug Introduced
14 CFFEX Treagupgpond 8 May Introduced
Futures

Source: Collated with publicly available information from the official websites of the exchanges

2.3 The Pace of Opening Up was Significantly Accelerated, and the Degdree
of Internationalization Continued to Increase

In 2019, China’s futures market was opened wider to the international trade. The path to
making products open to international trade had basically taken shape™, contributing to steady
increase of China’s influence. More efforts were made in cross-border business, along with
the promotion of cross-border regulatory cooperation and exchanges.

First of all, more products were open to international trade so as to enhance China’s influence.
In August, TSR 20 futures was listed, marking China’s fourth product open to international
trade"”, and providing a new risk management tool for rubber companies on the international

' For details, see the speech of Fang Xinghai, Vice Chairman of the CSRC, at the 15" China (Shenzhen)
International Derivatives Forum on November 30, 2019.

¥ By the end of 2019, products open for international trade in China’s futures market included crude oil, iron ore,
PTA and TSR 20 futures.
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value chain. In the meantime, China’s influence on the pricing of existing products open to
international trade grew steadily, including crude oil, iron ore and PTA futures. In terms of crude
oil futures, China ranked among the top three crude oil futures markets in the world by the
number of barrels traded, with an increasing number of accounts opened by foreign investors.
By the end of 2019, the number of overseas customers had increased approx. 6-fold, covering
17 countries and regions on four continents. PetroChina and Sinopec adopted crude oil futures
prices in spot trade with overseas oil companies such as Shell, BP and Vitol. In terms of iron
ore futures, the status of the world's largest iron ore derivatives was maintained continuously.
By December 3, more than 130 foreign customers had opened accounts”. Brazil's Vale, the
world’s largest iron ore producer, signed a basis trading contract with domestic steelmakers
based on iron ore futures prices’. In terms of PTA futures, by the end of 2019, more than 140
foreign clients had opened accounts, and the average daily trading volume accounted for 7.6%
of PTA futures trading volume. Some EU companies referred to PTA futures for pricing in PTA
trade with domestic enterprises™.

Secondly, multiple measures were taken simultaneously to promote cross-border business
development. A) The restrictions on foreign shares in futures companies were lifted ahead
of time. In July, the office of financial stability and development under the State Council
announced that the restrictions on the foreign shares in futures companies would be lifted
in 2020, rather than 2021, in accordance with the principle of “faster rather than slower,
sooner rather than later””. In October 2019, the China Securities Regulatory Commission
(CSRC) announced that starting from January 1, 2020, the restriction that foreign shares in
futures companies shall not exceed 51% will be lifted, and qualified foreign investors will be
allowed to hold 100% of the shares of a futures company. B) International best practices were
drawn upon to improve regulatory standards. In 2019, the SHFE*, DCE, ZCE, and CFFEX were
approved by the CSRC as “Qualifying Central Counterparty” (QCCP), conducive to improve
the international levels of China’s futures market and its attractiveness. In the meantime, the
CSRC unified the calculation standards for statistics in China’s futures industry. Starting from

“ For details, see the report of the Futures Daily on December 4, 2019: Performance of iron ore futures after
internationalization.

' For detalils, see the report of the Shanghai Securities News on November 18, 2019: International giant prices
reference to "China price".

“ For details, see the report of the China Securities Journal on January 14, 2020: PTA futures has become a
reference for pricing in international trade.

? The measures announced by the Office include moving ahead the time for lifting the restrictions on foreign
shares in securities, fund management, and futures companies, from 2021 to 2020.

*INE has also been approved as a “Qualifying Central Counterparty” by the CSRC. For details, please refer to the
announcement of INE on January 28, 2019.
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January 1, 2020, the statistical method for futures transactions at the SHFE, DCE, and ZCE will
be adjusted to unilateral calculations to make China’s futures market statistics in line with
international standards. C) Efforts were made to support futures exchanges to expand their
businesses overseas. In November, DCE was approved by the Monetary Authority of Singapore
(MAS) to become a Recognized Market Operator (RMO). By then, the SHFE”, DCE, ZCE had all
obtained Hong Kong, China’s Automated Transaction Service (ATS) license, and the SHFE and
DCE had obtained Singapore’s RMO license.

In addition, in terms of cross-border regulatory cooperation, in 2019, the CSRC proactively
sought to strengthen cooperation with regulatory agencies in several countries by signing a
memorandum of understanding (MOU) on securities and futures regulation with the German
Federal Financial Supervisory Authority and the Securities and Exchange Commission of
Cambodia, respectively, and an MOU on innovative cooperation in the financial sector with
the French Financial Markets Authority. According to the CSRC™, it had established cross-border
regulatory and law enforcement cooperation with securities and futures regulatory agencies in
64 countries and regions. In terms of cross-border exchanges, in March, 2019, ZCE joined the
FIA, following the SHFE” and DCE. In May, DCE signed an MOU with the Qatar Stock Exchange;
in September, ZCE signed an MOU with the Moscow Exchange (MOEX) and renewed an MOU
with the Multi Commodity Exchange (MCX); in November, the CFA sighed an MOU with Asia-
Pacific Exchange (APEX) in Singapore and Deutsche Borse Group (DBG), respectively; in the
same month, DCE renewed an MOU on cooperation with the Singapore Exchange (SGX), and
a cooperation agreement with the Bursa Malaysia Derivatives Berhad (BMD).

2.4 New OTC Business Models were Developed, and the Interaction
between Spot and Futures Continued to Deepen

In 2019, efforts were intensified to develop the OTC market. As China continued to enrich
existing businesses, such as warehouse receipt trading and swap business, the basis trading
platform, among others, was introduced, as part of an effort to continuously deepen the
integration of spot and futures businesses to better serve the real economy.

# Referring to INE. In 2018, INE was registered in China’s Hong Kong and Singapore.
% See the information published on the official website of CSRC on December 25, 2019.
 INE became a FIA member in 2019.
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In May, the SHFE strengthened cooperation with partners from Zhejiang Province by signing
a strategic cooperation agreement on the integrated trading of oil and gas spot and futures®
to promote regional economic development and serve the integrated development strategy
of the Yangtze River Delta. In addition, the SHFE continued to enrich the businesses and
functions on the standard warehouse receipt trading platform. In May, the platform launched
natural rubber standard warehouse receipt transaction and targeted listing functions.
In October, the platform launched silver standard warehouse receipt transaction, and
added the buyer listing function. By the end of 2019, the platform had enabled standard
warehouse receipt transactions of 8 products, i.e. copper, aluminum, lead, zinc, tin, nickel,
natural rubber and silver. Throughout the year, 437.6 thousand warehouse receipts were
traded, with a total weight of 6.3082 million tons at a turnover of RMB 190.322 billion. The
correlation coefficient between the warehouse receipt transaction prices and the spot/futures
market prices is above 94%, such as copper, aluminum, lead, zinc, nickel, tin and silver”.

In December 2018, the DCE launched the commodity swap business. By the end of 2019, a
total of 123 transactions were made, with a nominal principal amount of RMB 1.235 billion,
involving 11 products™. A total of 66 institutions had been introduced as swap dealers, among
which 61 signed agreements with DCE, and 8 banks were approved as depository banks’. In
August, a new commodity swap business model with calendar spreads and inter-commodity
spreads as underlying assets was launched as an effort to explore new ways of serving the
real economy. In September, the basis trading platform was launched for a trial run to test spot
trading through the “futures price + basis” pricing strategy to better serve the real economy. By
the end of 2019, the platform had received 1,296 quotes, of which 287 were traded, generating
a trading volume of 969,400 tons at a nominal value of RMB 1.364 billion, and the physical
delivery of 233,700 tons™.

In March 2018, ZCE launched a comprehensive business platform. By the end of 2019, a total

% Source: News on the official website of Zhejiang Provincial Financial Regulatory Bureau on June 27, 2019.The
agreement was signed by Shanghai Municipal Financial Regulatory Bureau, SHFE, Zhejiang Provincial Financial
Regulatory Bureau, Management Committee of the China (Zhejiang) Pilot Free Trade Zone, and Wuchan Zhongda
Group Co.

* Source: SHFE.

% Source: DCE. The 11 products are corn, corn starch, soybean meal, soybean oil, No.1 soybean, PVC,
polyethylene, polypropylene, iron ore, hard coking coal and coke.

' The 66 institutions include 8 commercial banks (Bank of Communications, Shanghai Pudong Development
Bank, Industrial Bank, Industrial and Commercial Bank of China, Minsheng Bank, CITIC, and China Construction
Bank), 8 securities companies, and 50 futures and risk management companies.

” The data originate from the information released by the Dalian Municipal Government. DCE introduces basic
trading platform to serve the real economy.
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of 242 accounts opened on the platform. It provided OTC options registration and settlement
services for all products in the market. In October, the platform launched OTC options online
registration and settlement services for the commercial “insurance + futures” project”, to
promote its smooth progression.

2.5 The Foundation for the Rule of Law was Consolidated, and the Laws and
Regulations System was Gradually Improved

In 2019, laws, regulations and rules for the futures market were continuously improved to
promote its law-based development, providing the foundation and guarantee for its steady
and sound performance.

To promote the development of the upper law for the futures market, Fang Xinghai, Vice
Chairman of the CSRC, said at the 15" China (Shenzhen) International Derivatives Forum in
November that the futures law legislation had entered the legislative process of the National
People’s Congress after consultations with the State Council™.

To drive market internationalization, the CSRC began to solicit public comments in January
on the Measures for the Administration of Domestic Securities and Futures Investment by
Qualified Foreign Institutional Investors and RMB Qualified Foreign Institutional Investors
(Draft for Comments) and the Supporting Rules which, once implemented, will allow Qualified
Foreign Institutional Investors (QFIl) and RMB Qualified Foreign Institutional Investors (RQFII)
to invest in financial futures, commodity futures and options, among others”. In September,
the State Administration of Foreign Exchange lifted the investment quota limit for QFIl and
RQFII as well as the restrictions of RQFII pilot countries and regions, giving overseas investors
easier access to China’s financial market.

To improve the regulation of exchanges and their representative offices, the CSRC issued
in July the Measures for the Administration of Representative Offices of Foreign Stock and
Futures Exchanges in China, bringing the representative offices of foreign futures exchanges

¥ Commercial “insurance + futures” projects refer to the “insurance + futures” projects that were not financially
supported by ZCE, and serve clients such as risk management companies of futures companies, securities, and
insurance companies.

* For details, see the speech of Fang Xinghai, Vice Chairman of the CSRC, at the 15th China (Shenzhen)
International Derivatives Forum on November 30, 2019.

* Revisions include relaxation of entry criteria for QFIl and RQFII, expansion of scope of investment and
optimization of custodian management. Relevant trading venues will propose specific investment types
accessible to QFIl and ROFII and report to the regulatory authority for approval.
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into the regulatory net’”. In response to the futures market’s development and new regulatory
circumstances, the CSRC released in November the Measures for the Administration of Futures
Exchanges for public comments’ to strengthen the frontline regulation and perfect the
regulatory rules for futures exchanges.

To optimize the regulation of futures companies, the CSRC released in February the revised
Regulations on Classification Supervision over Futures Companies, which optimizes and
readjusts the indices for classification evaluation of futures companies and perfects the
evaluation procedures. In June, the CSRC issued the revised Measures for the Supervision and
Administration of Futures Companies to better regulate futures companies by strengthening
regulatory requirements on their shareholders, branches, overseas offices and information
systems, etc. In August, the CSRC solicited public opinions on the revised Measures for
the Administration of the Post-holding Qualifications of Directors, Supervisors and Senior
Managers of Futures Companies to reinforce the management of post-holding qualifications
of related personnel in futures companies. In November, in accordance with the requirements
of the CSRC’s Announcement No.27 [2018]%, four futures exchanges issued the Notice
of Implementing Relevant Requirements of Penetrative Supervision, working with futures
companies and other key market players on information collection and access authentication
of customer trading terminals to maintain the order of the futures market.

To refine industry norms and standards, the CSRC issued in September the Software Testing
Specifications for the Securities and Futures Industry—a set of industry standards that
specify the requirements for software testing of the securities and futures industry, enhance
regulation of the testing process and afterwards and increase the standardization of industry
software testing. In response to the development of information technologies, the CFA
released in October the revised Guidance on Information Technical Management of Futures
Companies 1o guard against information technology risks and protect the rights and interests
of investors. In December, the CSRC published the Guidelines on the Statistical Indicator
Standards for the Securities and Futures Industries (2019 Revision) to standardize the internal
audit work of the securities and futures regulatory system.

* The Measures replaces the examination and approval procedure for the establishment of representative offices
to ex-post record filing and specifies the activity scope of representative offices to strengthen operational and
post-operational oversight.

7 Revisions include improvement of internal governance structure and front-line supervision rules for futures
exchanges, addition of relevant rules for opening-up and improvement of business rules.

% CSRC: Announcement on Matters Concerning Further Strengthening the Collection of Information from Client
Trading Terminals of Futures Trading Institutions (No. 27 [2018]).
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To standardize businesses, market behavior and products, the CFA released in February
the Guidelines for Business Pilot Programs by the Risk Management Companies of Futures
Companies and the Supporting Documents in response to the development of the futures
market and the needs of self-regulation. The Guidelines further clarify the types of pilot
businesses open to risk management companies”, revise the requirements for company
and business filing, refine the negative list for business development of risk management
companies and enhance the management responsibility requirements of futures companies.
In October, the CFA revised the Measures for the Administration of Futures Practitioners and
the Criticism and Warning Procedures of the China Futures Association 1o raise awareness of
members and practitioners to comply with regulations and enhance industry self-discipline. In
November, the CSRC released the Provisions of the China Securities Regulatory Commission
on “Other Acts Manipulating the Futures Trading Price” Set out in Subparagraph 5 of Article
70 of the Regulation on the Administration of Futures Trading, which clearly forbids four
types of futures-price manipulations: false declaration, demagoguism, scalping and position
squeezing, providing a basis for law enforcement to combat the manipulations of futures
trading prices. In December, the CSRC issued the Guidelines for Manager of Managers
(MOM) Products of Securities and Futures Business Institutions (for Trial Implementation),
which provides institutional guidance for bringing medium and long-term funds to the capital
market, regulating the operations of MOM products and protecting the rights and interests of
investors.

Table 9: Development of Futures Market’s Major Laws and Regulations in 2019

Promulgated

BEIE Laws and Regulations by NEITS
Measures for the Administration of Domestic Securities and Futures
Jan 31 Investment by Qualified Foreign Institutional Investors and RMB CSRC Soliciting
Qualified Foreign Institutional Investors (Draft for Comments) and Opinions
the Supporting Rules
Feb 15 Regulations on Classification Supervision over futures Companies CSRC Effective
(Revision)

Guidelines for Business Pilot Programs by the Risk Management )
Feb 15 Companies of Futures Companies and the Supporting Documents CFA Effective

Measures for the Supervision and Administration of Futures .
Jun 4 Companies CSRC Effective

* Pilot business types include basis trading, warehouse receipt service, cooperative hedging, OTC derivatives
business, market-making business and other businesses related to risk management services.
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Promulgated

Laws and Regulations by Status
Measures for the Administration of Representative Offices of Foreign -
Jul 25 Stock and Futures Exchanges in China GSRC Effective
Measures for the Administration of the Post-holding Qualifications Soliciting
Aug 30 of Directors, Supervisors and Senior Managers of Futures Companies CSRC Oalilo
(Draft for Comments) b
Measures for the Administration of the Professional Committees of )
Sep 20 China Futures Association (Revision) CIA Effective
Sep 30 Software Testing Specifications for the Securities and Futures Industry CSRC Effective
Oct 15 Measures for the Administration of Futures Practitioners (Revision) CFA Effective
Oct 15 Criticism and Warning Procedure§ Qf the China Futures Association CFA Fffective
(Revision)
Guidance on Information Technical Management of Futures :
Oct 16 Companies (Revision in October 2019) CFA Effective
Oct 25 Provisions on Procedures for Formulating Securities and Futures CSRC Soliciting
Rules(Revised draft for Comments) Opinions
Nov 15 Measures for the Administration of Futures Exchanges (Draft for CSRC Soliciting
Comments) Opinions
Data Models for Securities and Futures Industry Part 1: Design )
Nov 18 Methods for Abstract Models GSRC Effective
Provisions of the China Securities Regulatory Commission on “Other
Acts Manipulating the Futures Trading Price” Set out in Subparagraph .
N8 5 of Article 70 of the Regulation on the Administration of Futures (SRC Effective
Trading
SHFE
Notice of Implementing Relevant Requirements of Penetrative DCE )
Nov 20 Supervision 7CE Effective
CFFEX
Guidelines for Manager of Managers (MOM) Products of Securities )
Dec6 and Futures Business Institutions (for Trial Implementation) CSRC Effective
Ay - ) L Effective
Guidelines on the Statistical Indicator Standards for the Securities and -
Dec 12 Futures Industries (2019 Revision) Ci8G smcz%Jz%n L

Source: Collated with publicly available information from the official websites of CSRC, CFA and the exchanges

2.6 “Insurance + Futures” Pilots Expanded, and Service Model Continued to
Innovate

Since 2016, a series of No. 1 Central Documents have proposed to “expand ‘insurance +
futures’ pilots” for 4 consecutive years. The futures market is also moving proactively to
continuously expand the scale and coverage of pilots and explore innovative models, which
will drive poverty alleviation efforts and serve the rural vitalization strategy.
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In 2019, the three commodity futures exchanges expanded the coverage of “insurance +
futures” pilots, increased funding to RMB 345 million and conducted a total of about 128 pilots
that ranged from corn, soybean, soybean meal, egg, white sugar, apple and Chinese jujube
to natural rubber. Among them, the DCE carried out 78 “insurance + futures” pilots with an
investment of about RMB 176 million across 20 provinces in China ranging from corn, soybean,
soybean meal to egg, which consisted of more than ten county-wide pilots and more than
60 pilots scattered across China™. The ZCE invested about RMB 43 million in nine pilot
programs regarding white sugar, apple and Chinese jujube, including one white sugar pilot
each across Guangxi and Yunnan provinces, one apple pilot each across Shaanxi and Gansu
provinces and five Chinese jujube pilots in Xinjiang. In addition, ZCE invested RMB 20 million
in “insurance + futures” pilots across eight regiment farms jointly with the Xinjiang Production
and Construction Corps". The SHFE launched a total of 41 “insurance + futures” pilots with
a funding of RMB 106 million that were linked to about 100,000 tons of spot natural rubber
produced in 19 poor districts and counties in Hainan and Yunnan provinces including 14
national-level poor counties, covering all the spot natural rubber produced in four districts and
counties™.

In the meanwhile, the futures market has actively explored innovative “insurance + futures”
models. In 2019, the SHFE worked with the Hainan Rubber Group and the Yunnan Rubber
Group to launch nine pilot projects for industrial poverty alleviation using OTC options, thus
allowing corporate champion to play a leading role in driving industrial poverty alleviation.
The DCE continued to conduct the Farmers’ Income Security Plan pilot” and for the first time
adopted the method of promoting both countywide and decentralized pilots to better serve
the development of agriculture, rural areas and farmers. The ZCE cooperated with banks
and other financial institutions to provide credit support for farmers. In some regions, plans
were in place to bring in agricultural credit guarantee companies to explore the “policy-based
guarantee + insurance + futures” models™.

“See the report of the China Banking and Insurance News on December 27, 2019: Securing the Food Bowls of
China; and the report of the Futures Daily on October 26, 2019 penned by Wang Yufei, Deputy General Manager
of the DCE: “Insurance + futures” Plays An Increasingly Greater Role in Serving Agriculture, Rural Areas and
Farmers.

‘' See the report of the Securities Daily on January 16, 2020, the ZCE has invested a total of more than RMB 90
million in “insurance + futures” pilots.

2 Source: SHFE.

“ Farmers’ Income Security Plan comes in a variety of forms from “insurance + futures”, OTC options, basis
acquisition. For details, see the speech of Wang Yufei, Deputy General Manager of the DCE, at the DCE’s 2019
Briefing on Industrial Service Innovation Pilots.

* See the report of the Xinhuanet on October 25, 2019, “Insurance + Futures” Unlocks New Green Box Measures
for China’s Agricultural Support Policies.

28



The China's Futures Market Development Report 2019

A review of the “insurance + futures” pilot shows an ongoing process of model innovations
in China’s futures market. Following the introduction of the “price insurance” model before
2016%, the “income insurance” model™ and the “order agriculture + insurance + futures”
model were rolled out, and commercial banks were encouraged to provide financing
services and launch the “insurance + futures + banking” model in 2017; in 2018, the “Farmers’
Income Security Plan” model was launched, covering various forms such as “insurance +
futures”, OTC options and basis acquisition; in 2019, efforts were made to explore the “policy-
based guarantee + insurance + futures” model. After years of development, the futures
market has continuously improved the “insurance + futures” model and explored feasible
ways to protect farmers’ income, thus laying a solid foundation for future development.

2.7 Market Supervision was Strengthened, and the Level of Scientific and
Technological Supervision Increased Steadily

In 2019, intensified efforts were made to strengthen regulations of China’s futures market. In
May, the CSRC put forward specific requirements on the promotion of the system for disclosing
administrative law enforcement activities, the system for recording entire law enforcement
processes, major law enforcement decisions, and the system for reviewing law enforcement,
in an effort to improve the level of standardization and transparency in the process of
supervision and law enforcement. In June, the new rules for penetrating supervision of futures
were implemented. The trading client was updated to bring participants’ trading behaviors
under supervision. In addition, efforts were intensified on the development of an integrity
system in the securities and futures market and supervision of dishonest market players. Cross-
sectoral cooperation for integrity supervision was further improved through the building of
the capital market integrity database. As of the end of November 2019, the database had
received more than 1 million entries of market players, including more than 77,000 institutions
and 929,000 individuals. More than 20 million pieces of information concerning dishonest
behaviors had been shared between sectors”. Moreover, the CSRC strengthened supervision
on the market players with serious illegal and dishonest acts in the securities and futures

* The price insurance model provides protection against price risks where farmers are compensated the
difference when price is below the insured price.

* The income insurance model provides protection against revenue losses where farmers are compensated
when revenue is below the target level.

“ For detalils, see the report of the Securities Daily on January 6, 2020: Cross-sectoral cooperation is carried out
to build an integrity ecology in the capital market. Those who have committed dishonest acts will be subject to
constraints.
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market. In July, 629 market players with serious illegal and dishonest acts were disclosed®,
including 563 individuals and 66 organizations (no futures companies involved).

In the meantime, the futures market proactively advanced the development of regulatory
technologies (RegTech). In 2019, the CSRC vigorously promoted the development of the
central regulatory platform, where infrastructure was upgraded, and information resources
were integrated for substantially improved level of regulatory intelligence®. On the basis of
the Overall Plan of the China Securities Regulatory Commission for Developing Regulatory
Technologies issued on August 31, 2018, which stipulated the needs and contents of
information construction work for RegTech 1.0, 2.0 and 3.0, a rules and regulations system
for RegTech 3.0 had been built by March 2019. Seven important directions for analysis were
specified”® as a part of an effort to complete the research of engineering methods for five
basic analytical capabilities. An expert advisory committee for scientific and technological
supervision was formed accordingly. In September, the CSRC proposed the 12 prioritized tasks
in comprehensively deepening the reform in the capital market”, which included “Accelerating
the improvement of scientific and technological regulatory capacity. Promoting the in-depth
integration of technology and business, and improving the level of scientific and technological
supervision and intelligence.” In December, phase one of the delivery video monitoring
platform was accomplished at ZCE, as part of an effort to ensure delivery safety through
RegTech™. In addition, the SHFE initiated the Big Data-based RegTech for Futures project (Phase
One), where functions, such as linked account analysis and abnormal cause analysis were
developed, and basic R&D work, such as the RegTech experimental support platform, were
carried out.

“ For details, see Public Disclosure of Market Players Who Have Committed Serious Violations and Dishonesty in
the Securities and Futures Market published on the official website of the CSRC on July 26, 2019.

“ See the speech of Jiao Jinhong, Chief Attorney of the CSRC, at Sina Gold Kirin Summit on November 28, 2019.

* These seven directions include auxiliary analysis of administrative licensing, analysis of violations in information
disclosure and financial risks of companies, analysis of violations and financial risks of operating agencies,
analysis of due diligence of securities and futures service providers, analysis of market operations, and analysis of
illegal trading behaviors.

"' For details, please refer to the Symposium of the CSRC on Comprehensively Deepening Reform in the Capital
Market in September 2019.

> For details, please refer to Futures Daily report on December 31, 2019: ZCE actively promotes technology-based
and intelligent supervision on delivery.
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Chapter Il1l: New Dynamic of China’s Futures
Companies

In 2019, the overall capital strength of futures companies in China increased, the revenues of
traditional brokerage business declined, while the revenues of innovative business increased.
Futures companies have increased their investment in risk management companies and
transformed into comprehensive derivatives service providers. Generally, asset size and
business income for risk management companies grew significantly; conversely, their overall
profit levels showed a marked decline. Against the background of the accelerated opening up
of the China’s futures market, futures companies also accelerated their globalization processes
and actively explored an international layout. Nanhua Futures and Ruida Futures made a
breakthrough with A-share listings and expanded financing channels for futures companies.
The ratings system of futures companies improved, whilst the ratings structure remained
stable.

3.1 Capital Strength was Enhanced and Innovation Business Revenues
Increased

By the end of 2019, there were 149 futures companies listed, with total assets of RMB 645.246
billion and net assets of RMB 121.429 billion, up 25.52% and 10.34% respectively on a YoY basis,
and reflecting their increased capital strength™.

The main business of futures companies includes brokerage business, investment consulting
business, asset management business and risk management company business. Among
them, the revenues of traditional brokerage business income has declined, whilst the
revenues of risk management company business in innovative businesses has continued
to increase, and it has become a major performance highlight of futures companies (Table
10). Specifically, in 2019, brokerage business income was RMB12.843 billion, up 2.44% on
a YoY basis. Investment consulting business income fell 9.55% YoY to RMB 142 million, and
asset management business income amounted to RMB 773 million, down 3.38% YoY. By the
end of 2019, the number of asset management products was 1217, with total assets under
management of RMB 142.963 billion, an increase of 12.01% when compared with RMB 127.634

* Source: CFA
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billion at the end of 2018. The risk management company business income in 2019 was RMB
178.004 billion, up 57.18% on a YoY basis.

Table 10: Main Business Income of Futures Companies from 2017 to 2019

Main Business Income (100 Million Yuan)

Brokerage Business 138.09 125.37 128.43
Investment Consulting Business 1.67 1.57 1.42
Asset Management Business 5.57 8.00 773

Risk Management Company Business 843.92 1132.46 1780.04

Source: CFA

3.2 Business of Risk Management Company Grew Significantly, but Overall
Profits Have Fallen Instead of Rising

By the end of 2019, a total of 86 risk management companies had filed with CFA, with 84
companies having filed pilot business models. The overall asset and business scales showed
significant growth, but the overall profit level actually declined instead of rising™.

In terms of assets, the capital strength of risk management companies has been greatly
enhanced (Table 11). By the end of the vear, total assets were RMB 62.174 billion, up 80.65% on
a YoY basis. Net assets were RMB 21.949 billion, up 38.94% YoY, and registered capital was RMB
24.788 billion, up 35.81% YoY. Paid in capital was RMB 23.291 billion, up 37.28% YoY.

Table 11: Financial Situation of Risk Management Companies from 2017 to 2019

Category (100 Million Yuan)

Total assets 266.71 34416 621.74
Net assets 135.58 157.97 219.49
Registered capital 141.45 182.52 247.88
Paid in capital 128.44 169.66 232.91
Business income 843.92 1132.46 1780.04
Net profit 9.00 (Total amount / Larg:gézgg'%pairment excluded) 405

Source: CFA

** Source: The Report on Pilot Business of Risk Management Companies (issue 12, 2018)
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As for revenues and profit, business revenues of risk management companies was RMB
178.004 billion, a significant increase of 57.18% when compared with RMB 113.246 billion in
2018. Net profit was RMB 405 million, compared with RMB 764 million in 2018, after a major
asset impairment loss factor was eliminated™. Therefore, in 2019, whilst business income
increased substantially, net profit actually fell, rather than rose up. The main reason is that OTC
derivatives trading of several futures companies’ risk management company businesses broke
out’, resulting in large losses.

In specific business areas, the business of warehouse receipt services, OTC derivatives and
market making all had significant growth. In terms of warehouse receipt services (Figure 9), the
total amount of spot purchases and sales, as well as the newly increased amount of agreed
repurchases of warehouse receipt, was RMB 387.519 billion and RMB 20.422 billion, up 63.78%
and 58.46% YoY, respectively. The newly increased amount of warehouse receipt pledges was
RMB 431 million, down 6.10% on a YoY basis. As for the OTC derivatives business (Figure 10),
by the end of the year, the notional principals of commodity forwards, swaps and OTC options
were RMB 2.339 billion, RMB 3.003 billion and RMB 103.728 billion, with YoY growth of 291.14%,
107.10% and 88.40%, respectively. In the market making business (Figure 11), 43 companies
were involved in market making of commodity futures, saw a trading volume of 80.4638
million lots and a turnover of RMB 4.6067 trillion, up 954.80% and 944.81% YoY respectively.
And 22 companies participated in exchange commodity options market making, saw a trading
volume of 21.6819 million lots and a turnover of RMB 24.562 billion, up 85.90% and 31.80% YoY
respectively.

* Source: The Report on Pilot Business of Risk Management Companies (issue 12, 2018) and China Futures Market
Yearbook (2018) (English version) issued by CFA. In 2018, one company accrued a large asset impairment loss of
2.085 billion yuan.

** Source: The report of the China Fund News on July 25, 2019.
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Figure 9: Warehouse Receipt Service Statistics from 2017 to 2019
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Figure 10: Nominal Principal Stock of OTC Derivatives
by the End of Year from 2017 to 2019
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Figure 11: Market Making Volume of Commodity Futures and Exchange Commodity
Options from 2017 to 2019

3.3 The International Layout was Promoted Actively and Three Overseas
Subsidiaries were Added

In 2019, CSRC announced the cancellation of restrictions on the foreign shares ratio for
futures companies, to accelerate the advance of the “Introduction” policy. Meanwhile, futures
companies were also actively “Going-Out”, promoting the rollout of overseas subsidiaries,
and accelerating their international development. In May, Yong’an Futures established wholly-
owned subsidiaries in Singapore, including Yong’an International Financial (Singapore) Co.,
Ltd. and Yong’an (Singapore) International Trading Co., Ltd. In July, Orient Futures established a
wholly-owned subsidiary in Singapore, known as Orient Futures International (Singapore) PTE.
Ltd. By the end of the year, 21 futures companies had set up subsidiaries overseas (Table 12).

Table 12: Establishment of Subsidiaries of Futures Companies Abroad

Established Established

No. Futures Company Overseas Subsidiaries Time Location

GF Futures (Hong Kong) Co., Ltd 2006 Hong Kong, China
1 GF Futures

GF Financial Markets (UK) Limited 2013 United Kingdom
2 Jinrui Futures Jinrui Futures (Hong Kong) Co., Ltd 2006 Hong Kong, China

HGHN International Financial Co., Ltd”’ 2006 | Hong Kong, China
3 Nanhua Futures
Nanhua USA LLC 2013 United States

* The former Nanhua Futures (Hong Kong) Co., Ltd. was renamed HGHN International Finance Co., Ltd. in 2015.
HGHN International and its subsidiaries have covered China’s Hong Kong, Singapore, London, Chicago and other
international financial centers.
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Futures Company

Overseas Subsidiaries

Established
Time

Established
Location

HGHN International Financial (Singapore) PTE. Ltd 2017 Singapore
3 Nanhua Futures
Nanhua Financial (UK) Co., Ltd 2018 United Kingdom

Xin Yong'an Futures Co., Ltd 2006 Hong Kong, China

4 Yong’an Futures | Yong'an International Financial (Singapore) Co., Ltd 2019 Singapore

Yong'an (Singapore) International Trading Co., Ltd 2019 Singapore
5 ChinaFISISgSational China International Futures (Hong Kong) Co., Ltd 2006 Hong Kong, China
6 Haitong Futures Haitong Futures (Hong Kong) Co., Ltd 2015 Hong Kong, China
7 Holly Futures Hong Su Futures (Hong Kong) Co., Ltd 2015 Hong Kong, China
Huatai (Hong Kong) Futures Co., Ltd 2015 Hong Kong, China

8 Huatai Futures
Huatai Financial USA Inc 2015 United States

9 Huishang Futures |Huishang Futures International (Hong Kong) Co., Ltd 2015 Hong Kong, China
10 Xinhu Futures Xinhu International Futures (Hong Kong) Co., Ltd 2015 Hong Kong, China
11 | Zheshang Futures | Zheshang International Financial Holding Co., Ltd 2015 Hong Kong, China
12 | Zhongda Futures Zhongda (Hong Kong) Futures Co., Ltd 2015 Hong Kong, China
13 CITIC Futures CITIC Futures International Co., Ltd 2015 Hong Kong, China
14 Dayou Futures Dayou Futures (Hong Kong) Co., Ltd 2016 Hong Kong, China
15 ITG Futures ITG Futures (Hong Kong) Co., Ltd 2016 Hong Kong, China
16 ChaF%sIJreergarv Chaos Ternary Futures International Co., Ltd 2016 Hong Kong, China
17 Ruida Futures Ruida International Financial Holding Co., Ltd 2016 Hong Kong, China
18 Dadi Futures Dadi (Hong Kong) Financial Services Limited 2017 Hong Kong, China
19 COFCO Futures COFCO Futures (Hong Kong) Co., Ltd 2017 Hong Kong, China
20 /\/\ianeLE?lljsréJingyi Minmetals & Jingyi Financial Services Co., Ltd 2018 Hong Kong, China

21 Orient Futures Orient Futures International (Singapore) PTE. Ltd 2019 Singapore

Source: Collated with publicly available information from official websites of futures companies

When looking back at the internationalization of futures companies, Hong Kong, China was
the first choice for setting up overseas subsidiaries. In 2006, six futures companies were
approved to set up branches in Hong Kong, China’™, thereby becoming pioneers in this area.
Between 2015 and 2018, another 15 futures companies were approved to set up subsidiaries in
Hong Kong, China. With the promotion of internationalization of the industry, their overseas

*® Six futures brokerage companies were Nanhua Futures, Gelin Dahua Futures, Yong'an Futures, GF Futures,
CIFCO and Jinrui Futures. In 2016, Shanxi Securities held a direct stake about 90% of Gelin Dahua Futures’
subsidiary in Hong Kong, China. Thus Gelin Dahua Futures was not listed in the previous table.
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subsidiaries gradually extended to United Kingdom, United States and Singapore. With the
exception of Yong’an Futures and Orient Futures mentioned above, in 2013, GF Futures
acquired Natixis Commodity Markets Limited, a subsidiary of Natixis S.A., and renamed it GF
Financial Markets (UK) Limited. This was the first company with a Chinese capital background
to become a ring member of London Metals Exchange (LME). In 2015, Huatai Futures
established a subsidiary in US”, which was a registered FCM of CFTC, and a member of NFA.
In 2013, 2017 and 2018, Nanhua Futures established subsidiaries in US, Singapore and UK,
respectively. Currently, it holds memberships of many foreign exchanges, including Clearing
Member of CME Group, ICE and DME, Trading Member of LME, EUREX and Dubai Gold and
Commodities Exchange (DGCX) and both Trading Member and Clearing Member of SGX
Derivatives Markets and APEX.

3.4 A Breakthrough in A-Share Listing was Achieved and Financing Channels
were Further Expanded

In April 2019, at 13th China Futures Analysts and OTC Derivatives Forum, Fang Xinghai, Vice
Chairman of CSRC, said that it was necessary to increase policy support and vigorously
promote A-share listings of eligible futures companies; in order to both improve their overall
strength and condition them to be the backbone of the industry.

On 30 August, Nanhua Futures went public on the Mainboard of Shanghai Stock Exchange,
becoming the first domestic futures company listed on the A-share market. Subsequently,
on 5 September, Ruida Futures was listed on Shenzhen Stock Exchange. This successful
A-share listing of both companies has expanded financing channels for futures companies,
supplemented their capital, and strongly supported their businesses’ development.
Additionally, A-share listings will help promote the diversification of shareholder structures
of futures companies, improve corporate governance and accelerate the transformation and
upgrading of management models.

By the end of 2019, when Nanhua Futures and Ruida Futures were listed on the A-share
market, Luzheng Futures and Holly Futures also went public on the H-share market, with
another 15 futures companies listed on the National Equities Exchange and Quotations (NEEQ®,
Table 13). In addition, Holly Futures’ A-share listing is “pre-disclosure update””'.

* According to the official website of Huatai Futures, this subsidiary was formally commenced in March 2019.

® As for the NEEQ, SHZQ Futures terminated the listing in November 2019.

® See the Department of Public Offering Supervision’s IPO Examination Work Flow and Particulars on Applicant
Enterprises issued by the CSRC on January 10, 2020.
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Table 13: Futures Companies’ IPOs

\[e} Futures Company The Market for IPO Listing or IPO Time
1 Chuang Yuan Futures NEEQ Apr. 2015

2 Yong'an Futures NEEQ Oct. 2015

3 HNA Futures NEEQ Nov. 2015

4 China Dragon Futures NEEQ Nov. 2015

5 TF Futures NEEQ Nov. 2015

6 Dayue Futures NEEQ Dec. 2016

7 SPIC Xianrong Futures NEEQ Dec. 2016

8 Guangzhou Futures NEEQ Jan. 2017

9 Maike Futures NEEQ Jan. 2017

10 Bohai Futures NEEQ Jan. 2017

il Chaos Ternary Futures NEEQ Mar. 2017

12 Funeng Futures NEEQ Mar. 2017

13 Goldstate Futures NEEQ Aug. 2017

14 Changjiang Futures NEEQ Sept. 2017

15 Haitong Futures NEEQ Mar. 2018

16 Luzheng Futures H-share Jul. 2015

17 Holly Futures H—shagef, Ar_lsﬁgfercl)i\gatiilnpgrocess Dec. 2015 (H-share)
18 Nanhua Futures A-share Aug. 2019

19 Jinrui Futures A-share Sept. 2019

Source: Collated with publicly available information from official websites of CSRC, NEEQ and futures companies.

3.5 Rating System was Optimized and the Overall Rating Structure was
Stable

In February 2019, CSRC issued revised Regulations on Classified Supervision of Futures
Companies. The new regulations adjusted and optimized classified evaluation indicators of
futures companies. Firstly, the index of bonus points was optimized by CSRC, including serving
national strategy in special evaluations and adding, as a new item, service real economic
capacity indicators. Secondly, for demerit indicators, CSRC adjusted the risk management
capability of the company's corporate restructuring indicator and sanctions for specific
situations, as well as expanding those cases where companies need to be downgraded
for serious irregularities. Finally, to improve evaluation procedures, CSRC proportionately
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increased self-assessments and clarified regulatory coordination requirements. Through the
new improvements to the evaluation indicators, futures companies are made to focus on their
main business, operate lawfully, develop sustainably, make their operations more robust and
enhance their service abilities and competitiveness.

As the results of the classified evaluation of futures companies in 2019 showed, a total of
149 companies were rated. Of these, 66 saw a change to their ratings, with the stable rating
structure upgrading 31, and downgrading 35 (Table 14).

There were 37 futures companies rated category A, achieving the same in number YoY, 91
companies rated category B, 14 companies rated category C, and 7 companies rated category
D, which respectively decreased by 3 and 2 and increased by 5, compared YoY. It is notable
that 14 futures companies that were rated class AA had the same rating in 2018. These were:
Yong’an Futures, CITIC Futures, Guotai Jun’an Futures, Galaxy Futures, SDIC Essence Futures,
Founder CIFCO Futures, Zheshang Futures, Everbright Futures, Huatai Futures, GF Futures,
Haitong Futures, COFCO Futures, Shenyin & Wanguo Futures and Nanhua Futures.

Five futures companies failed to retain their ratings of class AA, with China Merchants Futures,
China Futures, Guosen Futures and Orient Futures downgraded to class A, while Luzheng
Futures was downgraded to class B.

Among the futures companies rated category D, Datong Futures, Hehe Futures, Zhongda
Futures, China Investment Futures, Jinhui Futures and Oriental Huijin Futures have all been
sanctioned”.

® Datong Futures and Hehe Futures were instructed to make corrections for non-compliance asset management
operations, and Hehe Futures was also given a warning letter for missing and misreported risk supervision
reports. Zhongda Futures was instructed to make corrections for multiple non-compliance private equity
operations. China Investment Futures and Jinhui Futures were required to suspend adding new futures asset
management for non-compliance asset management operations. Oriental Huijin Futures was instructed to make
corrections for illegal and non-compliance operations of providing financing for other related parties and given
the disciplinary punishment of “Warning” and imposed fines.
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Table 14: Summary of Futures Companies Classified Evaluation Results

Types of Classified Evaluation The Number of Companies in 2019 The Number f Companies in 2018

AA 14 19
Category A A 23 18
Sub Total 37 37
BBB 35 42
Category B o 0 at
B 26 32
Sub Total 91 94
CcC 8 11
CC 4 5
Category C c ) 0
Sub Total 14 16
Category D 7 2
Source: CFA

Additionally, ratings referred to the financial data® of futures companies from the previous
year, among the 65 futures companies that disclosed 2018 performance, we sorted out the
top 20 futures companies in net profit and found that 13 companies were rated class AA, six
companies were rated class A, and one was rated class B (Table 15).

Table 15: 2019 Rating Results of Top 20 Futures Companies by Net Profit in 2018

Futures Companies 2018 Net Return (Million Yuan) 2019 Ratings
1 Yong’'an Futures 889 AA
2 CITIC Futures 404 AA
3 Guotai Jun’an Futures 333 AA
4 Haitong Futures 330 AA
5 Galaxy Futures 255 AA
6 Shenyin & Wanguo Futures 217 AA
7 Huatai Futures 206 AA

® The financial data and operational data involved in the classified evaluation of futures companies are subject to
the audited accounts of the previous year. Therefore, top 20 futures companies by performance in 2018 are listed
here for comparison.
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8 Everbright Futures 203 AA
9 SDIC Essence Futures 191 AA
10 Minmetals & Jingyi Futures 154 A
n China Futures 152
12 China Merchants Futures 143
13 Zheshang Futures 133 AA
14 GF Futures 133 AA
15 Founder CIFCO Futures 121 AA
16 Luzheng Futures 118 B
17 Orient Futures m
18 Bohai Futures 109 A
19 China International Futures 108
20 COFCO Futures 98 AA

Source: Futures Daily
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Chapter IV: Prospect of China’s Futures Market

4.1 Overall Prospect of China’s Futures Market

Going forward in 2020", China’s futures market will develop along the lines of deepening the
supply-side structural reform in the financial sector towards a more market-oriented model
under the supervision of an improved legal system. International best practices will be drawn
upon to develop the fundamental systems, as part an effort to comprehensive deepen reform,
maintain the smooth and stable operations of the futures market, and protect the legitimate
rights and interests of the investors. These efforts are all aimed to sustain the healthy
development of China’s futures market.

4.1.1 Continuing to Launch New Products and Enrich the Derivatives Tool System

In terms of commodity futures and options, China’s futures market will see more types of
commodity futures launched, which serve the needs for developing the real economy, until
all options of the listed commodities are covered. Intensified efforts will be put in the R&D of
index futures, such as commodity index and freight index futures. In terms of financial futures
and options, more products will be launched, when appropriate, according to market demand
to provide investors with more effective and targeted tools to hedge against financial risks.
Moreover, the OTC derivatives business will continue to expand to provide more financial tools
and means for the real economy.

4.1.2 Accelerating the Opening Up of Mature Products to the International Trade and
Increase the International Influence of Pricing

China’s futures market will continue to improve the pricing influence of the existing open
products, increase the promotion of the international trade, increase the inclusiveness and
versatility of the rules and regulations, enhance regulatory coordination, and attract more
international customers to participate in the transaction. At the same time, the scope of
opening up varieties will be expanded, and qualified futures and options products will be
opened up to the international trade gradually. Moreover, in addition to the existing path of
open varieties to the international trade, China’s futures market will actively explore and study
diversified market opening paths.

® This section is collated on the basis of the contents on the official website of the CSRC, the China Futures
Association, futures exchanges, as well as the public speeches of leaders responsible.
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4.1.3 Taking Multiple Measures Simultaneously to Continuously Improve the Quality of
Market Operations

In terms of improving the market operation mechanism, China’s futures market will continue
to enrich trading instructions, research and introduce block trading and trading at settlement
mechanisms; further expand the scope of the market maker program, and continue to
improve the continuity of active contracts. In terms of reducing market transaction costs,
China’s futures market will optimize collateral management, research and introduce portfolio
margins, and improve market capital use efficiency. In terms of improving market liquidity,
China’s futures market will gradually launch more varieties and different types of futures ETF
products, realize commercial banks and insurance funds to participate in treasury bond futures
trading as soon as possible, and enhance the institutionalization, specialization and risk
prevention capabilities of the futures market.

4.1.4 Improve the Rule of Law System and Enhance Supervision Capabilities

China’s futures market will further improve the market laws and regulations system and
promote futures legislation. Trading rules will be optimized and the uniformity, transparency
and standardization of related systems will be enhanced. Study the legal system and
supervision system of the mature international futures market, learn from international best
practices, and promote the integration of Chinese futures market rules with international
standards. At the same time, China’s futures market will improve cross-border regulatory
capabilities, strengthen communication and coordination with overseas regulatory agencies,
enhance the regulatory capacity in an open environment, and escort the opening of the
market. In addition, with the support of science and technology supervision, further enhance
the effectiveness of supervision, including promoting the construction of basic capacity for
supervision and technology, and accelerating the construction of a new type of supervision
mode; strengthen the supervision of science and technology in the futures industry, and
promote the development of industry technology.

4.2 Prospect of the SHFE

In 2020, the SHFE will push forward the 2018-2022 Strategic Plan as part of an effort to develop
into a world-class futures exchange. As it grows larger, the SHFE will pay more attention to
improving efficiency, standardizing operations, preventing and controlling risks, and producing
safely, with an aim to improve the quality and cost-effectiveness of the SHFE in serving the real
economy and optimizing resources allocation, on its path to developing as an international,
market-oriented, and legally-compliant institution.
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4.2.1 Enrich the System of Products and Tools

Relying on variety innovation and tool innovation, SHFE will continue to increase the effective
supply of incremental varieties, do deeper and finer existing varieties, and provide diversified
financial instruments for the real economy. In accordance with the overall layout, SHFE will
promote the listing of low-sulfur fuel oil, container freight index, international copper and
other futures varieties and crude oil, zinc, aluminum and other options; among them, low-
sulfur fuel Oil, container freight index, international copper futures and crude oil options will
be open to the international trade.

4.2.2 Accelerate the Development of OTC Market

SHFE will continue to tap into the standard warehouse receipt trading platform, expand new
products and add new functions, extend standard warehouse receipt trading to ferrous metal
and other products; study the feasibility of bonded warehouse receipt variety trading; launch
new functions such as warehouse receipt financing. The integration of spot and futures makes
resources allocation more effective and market pricing benchmark more viable.

4.2.3 Improve Market Internationalization

Leading by the opening up of varieties to promote international business and layout, in
addition to continuing to increase the international level of incremental varieties, SHFE will
gradually realize the opening up of existing products. At the same time, SHFE will actively
promote cooperation with overseas exchanges in terms of business and products, accelerate
the establishment of warehouses abroad, and increase the international influence of pricing
through multiple paths. In addition, SHFE will continue to improve cross-border supervision
capabilities and levels, further optimize cross-border supervision related processes and
systems, and explore ways to cross-border supervision collaboration.

4.2.4 Optimize and Improve the Service Level of Supporting Business

In terms of trading, SHFE will launch the trading at settlement instructions for crude oil futures,
and publish the intraday reference prices as part an effort to speed up the development of
the trading at marker mechanism. Also continue to improve the continuity of active contracts,
plan to add natural rubber, bitumen, woodpulp, steel rebar, hot rolled coils and other products
of market-making mechanisms, and study and explore the introduction of overseas market
makers. In terms of settlement, complete the scheme for SHFE-INE cross-platform margin
concession. In terms of delivery, optimize the delivery and settlement processes and tax
invoice management to improve efficiency.
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Theme 1:
Overview of China’s Futures Market

Serving Real Economy

Serving real economy is regarded as the original intention and mission of China’s futures
market.

On the one hand, the futures market, as a derivative market of real economy, performs
functions such as price discovery and hedging. In 2019, a number of measures were taken
in China’s futures market, such as providing more innovative types, improving operation
quality and expanding international influence. These measures have further strengthened its
ability to serve real economy, and more successful cases have emerged in this respect. In the
same year, CFA organized the collection of excellent cases on futures business institutions
serving real economy in the previous vear. A total of 143 cases were submitted by 54 futures
companies, increasing by 50% YoY, and more diverse types of these cases were found. Finally,
20 cases were included in the Excellent Cases Library, covering various service models, such as
“insurance + futures”, basis trading, OTC options, delivery service, warehouse receipt service,
swap and investment consulting. 13 futures products were included from SHFE, DCE and ZCE”.

On the other hand, as China’s futures market continues to improve its functions, the
transaction information in the futures market can provide a reference for decision-making in
real economy. For instance, because of the effective design of the trading mechanism, the
price signals generated by the futures market, which are open, transparent and continuous,
usually lead the spot market, thus providing an important reference for real economy. The CPI
Estimating Index (CEl) and China Commodity Composite Index (CCCl), developed by China
Futures Market Monitoring Center (CFMMC) using price data of the futures market, were
employed to predict China’s CPI and PPI respectively. These figures were one or two months
earlier than the actual CPI and PPI, with a high accuracy, thus providing a reference for national
macroeconomic regulation®.

® For details, see the announcement on the official website of the China Futures Association (CFA) on June 11,
2019: Announcement about Publicizing Proposed Shortlist of Cases for the “2018 Collection for Excellent Cases of
Futures Business Institutions Serving Real Economy”.

% Source: China Futures Market Monitoring Center (CFMMC)
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Theme 2:
Overview of China’s Futures Market

Fulfilling Social Responsibilities

In 2019, China’s futures market continued to actively fulfill their social responsibilities, making
great efforts in areas such as targeted poverty alleviation, philanthropy and environmental
protection.

In terms of targeted poverty alleviation, China’s four futures exchanges spared no effort
to resolve the prominent issues in assuring the rural poor population that their food and
clothing needs will be met and guaranteeing that they have access to compulsory education,
basic medical services, and safe housing (the “two assurances and three guarantees”).
More specially, they invested more than RMB 40 million of funds, and raised a co-financing
of over RMB 12 million from futures companies and other institutions to invest in aid funds.
These funds were used to support poverty alleviation efforts in poverty-stricken areas in
terms of industrial development, health care, education and training, consumption of special
local products, housing security and other areas. In addition, the three commodity futures
exchanges continued to expand the “insurance + futures” pilot project, investing about RMB
345 million in support funds. These involved many different products, such as corn, soybean,
soybean meal, egg, white sugar, apple, red date and natural rubber, covering nearly 50
poverty-stricken counties at the national or provincial levels and benefiting about 150,000
households of farmers.

In terms of philanthropy, the SHFE and CFFEX have participated in the philanthropic activity
of “Caring for Children with Autism” for many years to promote the development of public
undertakings. The DCE has established a philanthropic platform and organized its employees
to be actively engaged in various philanthropic activities, such as green environmental
protection, social philanthropy, aiding visits in poverty-stricken areas, and educational aid. The
/CE has donated funds to Guangxi Capital Market Training Fund to support its education and
training program in the futures industry.

In terms of environmental protection, the four futures exchanges, as council members of
Alashan Ecological Foundation (AEF), have mobilized social forces and actively engaged
their young employees in the Alashan national education activities. While implementing the
concept of green development, protecting and improving the ecological environment in west
China, these futures exchanges have made great progress in boosting the willpower of their
employees and improving teamwork. These activities highlighted the educational function of
philanthropic activities and contributed to the development of the futures market in China.
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