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2016 FEHEHETHERRE

2016 4F, HEIAE TN A EIR 41.38 /2T, [RHIEK 15.65%, B F 5 HmE .
2016 4%, HEWIE T I A E S 195.63 12T, R R 64.70% (K1) ',

1.1 REHSEMZHIRZ SR

2016 45 I 63 T S B P B, HLI IR 235 5 T R 4R K F . 2016 47,
w5 T 3 R S ik 41.38 /2 F, GG K 15.65%, Hrr, FilgEtesc s i
Eiisc o 16.81 12F, RIHIEK 59.99%, & b [E T3 s & 1 H o 40.62%
KN R it 52 2 e 2T AE 5 9.01 42T, TRl HE T I 15.79%, i v [T 37 A2 £ 1Y L
HH 21.78% K& R AL o T Bt isc & 1537 4¢F, K 37.73%, At E
WA L E A 37.16% ., T EG RN 3E ) it Rt isc & 0.18 42T, FIET
K 94.62%, 5 ET AR R 0.44% (B2 7)) .

2016 4%, HEBIE T B Ei N 195.63 JTAZIG, TRl R 64.70%, Hrf,
DT R 5 BT BT A AR 84.98 T 42T, MUK 33.71%, i i E T35 i se i
() FEE R 43.44%  KBIN R i 58 2 e R F i sg Ak 31.03 i 4o, [A i1 0.16%,
f7 P T S A LL S 15.86% . RGBT A AC 5 It Bt g AR 61.41 J1 420G,
Al L3 K 46.43%, 5 ET RS L R 31.39%, P 4 RN 5538 5 fir Bt
WAZE N 18.22 TiAZTT, I TR 95.64%, 5 ETIZ A LE N 9.31% (K
24) .
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2016 FE P EMETHARRE

UEAbh, FATAIARYE A R AL BT A H S 28 IR 5Ok TR 2016 4E45 5 A
MRl . & 3 AT, 78 46 D RARIIBT AR R, DU 3 AN AR R blioas b 1,
J35h 43 AR BRSO IE . o, SRR VAR Bt s R i, A F] 139.75%;
FORBYAEFIHIGE Rk, 4 -19.59%.

B 3 2016 FEM MMM ENFARITIER
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1.2 MEASBKEIEMHIZRRHER

2016 4, k2L 7R 2 ERI BT T 37 v o B A o AR SG BTk B2 (FIA)
GETHR A RO, LI BE A By B . R IE R AR S S BT L RS R A 22 5 i A
Hh ] <5 ) 67 52 B BT ) A I B HE AR MR O S 6 B 8L B 11 RIER 37 44,
Hh b RS 5 28 By i MR G 8 i 58 B P ) HE 44 B AR R W) 0 0l B0 5 A4 1 &4 (3R
1)
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F1 2016 FEKB =T KX ST (RAEMPANERZEHZ )

éﬁiféﬁi 20164 (FF) 20154 (FE) RLLEK
1 1 ZhEa Lz 5A%R ( CME Group ) 394,220 353,178 11.62%
2 2 ENEERIESFZ ST (NSE) 211,946 303,189 -30.09%
3 3 MERZ B A (ICE) 203,793 199,896 1.95%
4 5 EHRZ ST (MOEX) 195,015 165,944 17.52%
5 4 RUNEALZZZ 55 R ( Eurex ) 172,777 167,265 3.30%
6 11 st B A ( SHFE ) 168,071 105,049 59.99%

ERIA3E —~OMX S H
7 6 157,570 164,896 —4.44%
( NASDAQ OMX Group )
8 9 RERmMAZH A (DCE) 153,748 111,632 37.73%
9 7 |EEIESEARA S A ( BM&F-BOVESPA ) 148,731 135,859 9.47%
10 8 %ﬂD%ﬂE*XQ%ﬁE% (CBOE 118,455 117,393 0.90%
Holdings )

11 10 KM mZH A (ZCE) 90,130 107,034 -15.79%
12 12 FHEZ A (KRX) 69,299 79,494 -12.82%
13 13 ENERFIEHXZ 5P (BSE) 54,306 61,489 -11.68%
14 14 BIEAMRNET RIS 5P (JSE) 47,920 48,852 -1.91%
15 15 %E BATS X 5Fr ( BATS ) 44,844 39,788 12.71%
16 17 ERZHAER (HKEX) 34,464 35,936 -4.10%
17 16 BAZZAER (JPX) 33,754 36,146 -6.62%
18 20 B R 7 E FRIESE S ( MIAX) 24,711 25,261 —2.17%
19 22 EEXREMZSA (MCX) 24,508 21,635 13.28%
20 21 |RRFIWIEHEZ Z &R ( ASX Group ) 24,263 23,418 3.61%
21 e BB ZFT ( TAIFEX) 24,168 26,450 -8.63%
22 24 | ZREBIUEHFEZZHFER ( TMX Group ) 20,112 17,994 11.77%
23 23 N Z B A (SGX) 17,242 18,387 -6.23%
24 25 ZELTHE A B AT ( Euronext ) 12,624 13,552 -6.84%
25 27 TR R Z P ( ROFEX) 11,337 7,387 53.47%
26 26 FRETIBHR/RZHAT (BIST) 10,725 8,888 20.67%
27 32 RBIHAERZ S AT ( TFEX) 6,958 4,854 43.34%
28 31 REIEHEZ SR (LSE GROUP ) 5,407 4,888 10.61%
29 28 HRHRIESZ 5P ( TASE) 5,210 6,605 -21.13%
30 30 KRERMZHA (TFX) 5,209 4,899 6.33%

Bk REIDO P2y, LIRS ST A AT R
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XSG 2016 AR b ST R AR A, R E Y = SR ah W BT se S B, D
IR A S BT . R T A S8 By T RIS M R it 52 5 i o il B2 B 2 1, 56 2 RIS 440,

A e 1 W S

#® 22016 FLIKAT+AX S (REMBEMANEHZEHZ )

B 20164 ( FF) 20154( FF) MK
1 3 EEERGZ S AT (SHFE) 168,071 105,049 59.99%
2 1 RIER AR 5P (DCE) 153,748 111,632 37.73%
3 4 | ZhEFLZHHAER ( CME Group ) 106,299 90,677 17.23%
4 2 M mZH A ( ZCE) 90,130 107,034 -15.79%
5 5 WNBRZ BFr (ICE) 75,035 70,082 7.07%
6 8 BRI S A ( MOEX) 46,680 12,328 278.64%
7 6 ENERREMZHA (MCX) 24,508 21,635 13.28%
8 7 BERXZER (HKEX) 15,652 16,960 -7.71%
o 14 PETIATE —OMGXr ;%up( )NASDAQ OMX - 654 14 759,
10 10 KRIVmEZHA (TOCOM ) 2,692 2,440 10.32%

Btk SEEMISOL Sy, IR SR ST R

R A RIERE, B 2016 FRI M ® R, RECHZAMFTER2KA
FI=H (F£3) o Ho s,

SRR AR 4 1, isc i 38,895 U1 T

SEAFRITEAR T i B HEAR 5 2, WSSl 24,627 JTF;

RBD Ft il B A e = i 28 rh HEAA 56 3, WSS H o 13,916 71T

REUNTE RIS HEA S 1, sc 93,415 1 T

B ARSI HEA S 2, BIsCHN 34,227 T F;

BEES R THEA S 3, MacHE N 10,025 T F,
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&3 2016 FEIAT -+ RXRZ=mEISEPANEL (BT EHH )

2016 £

2015 £

EilZ#:ES
(FF) (FF) =
El Soybean Meal N
; SHHE (Soybean Meal | R@ZZFT (DCE) | 38,895 28,950 34.35%
Future)
# R d Meal
p | AN (Rapeseed Meal| w0 o (70E) | 241627 26149 | -5.82%
(RM) Future )
RBD #:45mEA %% ( RBD Pal N
3 Hﬂ/ﬁa i M\ k%R 5HT (DCE) 13,916 11,152 24.79%
Olem Future )
4 EKHEAEE ( Corn Future ) KEFRXZZFr (DCE) 12,236 4,209 190.72%
EHATE (White S SR) | . N
5 Eﬁﬁﬁ“ (Futuiee) ugar (SR) MR ZP (ZCE) 11,729 18,732 ~37.38%
2R Rubb
6 KARIBHALE ( Rubber FBERZSFr ( SHFE) 9,737 8,307 17.22%
Future )
e Soybean Ol
7 AL Fuiurzy) ean ol KiERE M HFr (DCE) 9,476 9,250 2.44%
TN
8 EXHA% (Corn Future ) 2SR 3% 5 PR R R 8,563 8,309 3.05%
( CME Group )
1 #A%% ( Cotton No. 1 (CF
9 SRR F(utsreo)n 0. 1(CF) MR ZA (ZCE) 8,053 2261 256.12%
B ) Corn Starch
10 ek futur(e )Om AN xsEm %A (DCE) 6,745 2705 | 149.30%
_ ZhaErEV R ZRER
11 THALS b Fut = 6,173 5,410 14.12%
AEH1% ( Soybeans Future ) ( CME Group )
11 S #11 N
12 SRER (Sugar MBREZZHEF (ICE) 3,312 3,439 ~3.72%
Future )
1 2 AT 8% (No. 1 N
13 EAEAIE (Mo REB RSP (DCE) 3,257 1,881 73.15%
Soybeans Future )
e A NEH R
iy =t 7 2= =
14 ( Chicago Soft Red Winter Zm(_éﬁék;iﬁﬁrm 3,106 3,110 -0.13%
Wheat Future ) P
ZmEITE ( Soybean Oil TMEFHLRZZRER
15 ! 2,943 2,890 1.84%
Future ) ( CME Group )
(R d Oil (Ol
16 SRAT AL (Futjfee?ee 1O BN RS (ZCE) 2,731 778 251.04%
ZFEALS ( Soybean Meal EmEELRSRER
17 2595 2432 6.74%
Future ) ( CME Group )
= Er \//AT
18 | FKHR ( Corn Option ) Z ISR 3 AR 2279 2415 -561%
( CME Group )
19 I8EHALR ( Egg Future ) AEFmMZ S (DCE) 2,247 1,472 52.69%
_\l_g =l S
0 A FSoybeans EhEml R SAER 2011 1 866 —
Option ) ( CME Group )
B, SEE S, BRI SR IR .
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R4 H_TAREBHEMENES (LRZEHR )

(BF)

2016 &£ 2015 %

(HF)

BIESES

2SN ERTE ( Steel Rebar

1 Future ) AR B ( SHFE) 93,415 | 54,104 | 72.66%
% HA%% (lron O -
5 B Efjtijre( )rO” e KIER R HFT (DCE ) 34227 | 25957 | 31.86%
3 $8HA% ( Nickel Future ) SRR ST ( SHFE ) 10,025 | 6359 | 57.65%
4 B4REALE ( Silver Future ) FREATRAZ B A ( SHFE ) 8,650 | 14,479 | -40.26%
5 $EHA1R ( Zinc Future ) EBHAZ S AT (SHFE) 7,307 | 4,524 61.52%
6 $AEALE ( Copper Future ) EBEAtRR B AT ( SHFE) 7,239 | 8832 | -18.03%
& %% (Gold (GC BTSN CME
Future ) Group )
8 | 43HATE ( Aluminium Future ) EBTFIER (HKEX) 5307 | 5988 | -11.37%
9 | $8#A%% ( Aluminum Future ) EieAti3z 5P (SHFE) 4,439 | 2,290 93.84%
FELBREIR ( Hot Rolled o
10 EL%?Z if;t:reo) ole SR (SHFE) | 4328 | 201 | 2050.79%
A BRI (C ~ Grad e
11 |ARE E’:‘\ (Futzfep)e (TEEY R HFER (HKEX) | 3,695 | 3,856 | —-4.18%
12 H4£ 1% (Gold Future ) EREARRZ S AT ( SHFE ) 3,476 | 2,532 37.30%
¥R E1%% (Special High e
14 | #$HI% (Gold Future) EHRIZ 5T ( MOEX) 2,266 | 1,078 | 110.08%
AR (C HG LSRR
15 A% ( Copper (HG) S IE b 32 55 P S 2152 | 1,699 | 26.72%
Future ) ( CME Group )
HA% ( Primary Nickel e
6 | WER ;ut[:?;a)ry e EBTHHER (HKEX) 1995 | 1996 | -0.06%
EyE=N TS ME
17 |BREAK ( Silver (SI) Future ) Zﬂn%ﬁ%ﬂe):j]iﬁ);%a ‘e 122 | et 35.41%
HAT% ( Silver MIC N
18 2R ﬁ;ut:re' ;’er ENERRBRZHA (MCX) | 1488 | 1722 | -13.50%
62% BAtE (SGX| N
19 °§§:r£j; t(ure) ron AR (SGX) 1179 | 604 | 95.17%
20 | $RHALE (Copper Future) | ENERZF&XHA (MCX) | 1,09 | 1,105 -0.80%

B CESOL 2y, RIS AT A A S B .
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REBI—TREERIAKRINENEYD (LT EHE)
ElE8:ES
Brent J&REA LR (Brent Ol . ~
1 i 'fufu?e)( rent BHRIZ S BT ( MOEX) 43,547 | 11,142 | 290.85%
WTI JRimEA LT (WTI Light ThmEwlZHamER (CME
2 27,677 | 20,220 | 36.88%
Sweet Crude Oil (CL) Future) Group )
Brent FREA LR (Brent Crud e
5 | Brent FUkRAsE (Brent Crude WERZE R (ICE) 21,056 | 18,385 | 14.53%
Qil Future)
_=E,ﬁ 4 Bt R o
4 Gl ﬁFuture() tumen EBEEZ 5T (SHFE) 18,681 | 3,240 | 476.63%
JEERAFHIE (North e s
5 HERRZ ICE 16,181 | 16,116 0.40%
American Natural Gas Future) MFR3Z P { )
SHERASEAE (Henry Hub| SRV 5FER (CME
6 |~ 9,748 | 8,177 19.21%
Natural Gas (NG) Future) Group )
ESEkRER S (Crude Oil Mini
7 |FORBIRARR (Crude OIMING| e ) o mmr (MOX) | 6740 | 4630 | 45.59%
Future)
8 |3R3HEALR (ICE Gas Oil Future) MBRZZ S Fr (ICE) 6,616 | 6,324 4.61%
9 EidmERET (Crude Oil Future) | ENEXRZREMIZZFT (MCX) 5326 | 4,779 11.44%
10 £ HiTR (Coke Future) KIER 3L 5T (DCE) 5046 | 1,566 | 222.18%
#it% (Th | Coal
11 i (el Ces KMNEmZH A (ZCE) 5,030 98 5028.92%
(ZC) Future)
WTI BShEREE (WTI Light e
12 MERRZ ICE 4,729 | 3,980 18.81%
Sweet Crude Oil Future) MERIE PR ( ) ' '
SthE i XN ET =
. JE3hEATY (Cr.ude Oil (LO) el SER (CME 15 | aem 15 780
Option) Group )
SUHEATR (RBOB Gasoline | ZMME@W 5 %R (CME
14 4543 | 4,030 12.72%
Physical (RB) Future) Group )
FEHEATE (Hard Coking Coal N
. SR HA (thrure)o lng) 0kl FER B3 5T (DCE) 4108 | 1,571 161.53%
BEmER LR TR &
16 EBESHEAEE (NY Harbor ULSD | Z s S &R ( CME 3939 | 3695 6.619%
(HO) Future) Group )
JEEMARARSR KB S
17 | (North American Natural Gas MBRZZ ZFr (ICE) 3914 | 4554 | -14.05%
and Power Option)
A 0m~ S 88 (ICE Global e
jg [ERREES R ( opa MERZ S FF (ICE) 3,410 | 3,076 | 10.86%
Oil Products Future)
North A
1g [HEBFAE (North American HERZZ 57 (ICE ) 2696 | 2833 | -4.84%
Power Future)
Brent FiR&ghHA TR (Brent
EmEE s CME
20 | Crude Oil Last Day Financial ZMT%LGTO’”?}SE)%.( 2371 | 2625 | -9.67%
(BZ) Future) P
AR EEBIR S, RN 5ATA SRR .
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1.3 mEE ML HIZIIEITER

2016 4F, HE R SR T B O 4119 12F, BTl 177.41 TT1L
g6, [REEA T 27.26% F1 30.00% . 2016 41 H [ 45 e 30 0% 0 P B2 s i B a8
A 4 PR Hr, BECERRAT-HA A 1B8U. TOM . BRI . SRR
AIMPIE . PTA. A, i, BEEMEK, SiscE R 27.9342F, Sl
PSS 67.80% (1815 72) o BUECHHEA T HALA AR Ry . BREUH . 01
B ORORBRIE. oRA. EAr . BR. RNV . EORERIEE, SITRUCEECE 111.62 JTLTT,
T A IR RS 62.919% (5 47) o

N
4

4 2016 FHEZHMBERMBITRZER B

o

_ — A I D —_—NE R (D
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B 5 2016 FHER MM X E R LA & G L iER

WA BB BB HGH

KRING
%, 6.97%
oK, 2.97%

M, 6.30%
4, 5.27%

i, 3.00% SO £, 3.55%

¥, 5.98% R, 3'93%—/1%*@

i1, 3.38% pTA, 4.19% W 4.53% T, 4.27% i, 4.37%

AR RS P2

PR S RIORE , EEARIEAL TIAS R h, 2016 4Rl M L A LI . AT
FE R AN AR Y g B TR LR B, B F8 5100 1796.88% . 617.68% . 476.63% .
222.18% 1 161.53%; BZIEH M AC Al L T8It 60% 5 R IRAG S IR DR A 114 1l 22 2 ik
A ROH . BRENIR PTA B SCSSHEA T MR SR4Eb . G ARORT T B R i sg
TR BT 50% .

FEEEIEMFOITE, 2016 4EHRE . PELENR . mE . BMETH s & RE T,
[] L3251 h 2605.30% . 2050.79% . 1573.56% . 514.27% F1 248.16%; 4. WEL0H |
BELOBR L R A LSS B R b B TR A 30% ;AR AT LR 1 LSS A T L
LM I AT 5 T MR B 80% .

FEA AT, SR ORI BERT . KRR ROKTE R Y A B KR
T, AralE LA 256.12% . 251.25% . 245.45% . 190.72% #1149.30%; B KRG —5 |
X0 EE RN DR B A e I 30%5 BRI . SR EZ AN S SIS TGN SRATH
FIOBR RN FLR0AS B9 B S A Bl SR 22 . BRORIRS . R S AN SR S = T
R B R 50% .
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6 2016 FHESTMBERMALZE. RIHELENL

- . 2016 FEFXE 2016 FEATH o . 2016 FEFXE 2016 A TH
nnﬂ’%*d\ —= A — A nnﬂlgﬁ\ — VA — S
Elae:PE Elas:PE Elae:PE Elas:=pE
& 2605.30% 4523.36% =218 34.35% 45.22%
#ELBIR 2050.79% 2684.45% %y A 31.86% 46.30%
= S11E 1796.88% 1357.21% FRHEH 24.79% 44.14%
=223 1573.56% 2182.55% RIRIREL 17.22% 20.68%
REZIE 617.68% 796.98% BRAK 15.12% 11.73%
% 514.27% 570.17% SR 9.21% 11.14%
bk 476.63% 398.67% ER::! 2.44% 14.53%
— S 256.12% 283.38% B S Ris! -5.82% 3.49%
B i 251.25% 295.03% BZI& -15.79% -15.81%
i 248.16% 370.91% £ -18.03% -21.06%
FE R 245.45% 266.67% SRR —-24.59% -10.11%
R 222.18% 328.08% PTA -25.42% —24.87%
B S 190.72% 130.80% BiE -37.40% -30.78%
- 161.53% 271.63% B4R -40.26% -32.41%
B et y) 149.30% 123.77% FHIFE -43.58% -37.54%
s 93.84% 116.21% g -56.56% -59.33%
BRE—2 73.15% 58.52% 3R -57.56% -53.66%
2L 72.66% 89.54% BEAEZS -62.84% -56.29%
I 62.82% 101.01% R LS —68.46% -69.23%
£F 61.52% 95.73% 52 -81.35% -82.97%
2] 57.65% 48.96% EE -85.28% -85.91%
BE 52.69% 35.99% &R -95.54% -95.73%
BE 37.30% 55.92% F2ERR -98.96% -98.97%

WA P EIIDL P2

1.4 REE ALK HIZNEITRRL

2016 4, W E 4RI B sg o 0.18 12F, RITisc#ih 18.22 T,
[ L4331 B 94.62% Fi195.64% . FHer, I R 300 5 1) 5% i BT isg Bl 422.56 J1 F,
B E N 4.01 JT420C, R ) R B 98.48% #1198.83% (& 6) . 5 4EWFE il
P RITAC o 275.72 T, Bt 2.77 J4 0T, R EL A IR B 37.39%
F136.36% (B 7) o 10 4EE M58 Rt isc il 617.68 JT1F, Ritmisc &80
6.13 142G, A b B34 266.81% F1271.08% (18 8) . FilE 50 Beds #1967 2t
LN 162.44 T, FRIHASHA 1.05 T14¢7T, AL T [ 95.42% F1196.59% ( [l
9) . I 500 BHEWI5E Y Bt isc i 355.19 T, B #ih 4.26 Ji{Zot, [
43l T 84.00% 1 89.13% (& 10) o
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8 2015-2016 £ 10 FHAEGHISI MR ES M
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& 10 2015-2016 S HiE 500 Az 5 HA LR B 32 E S AL 32 H

— Y ST D —kag . (D
18 o SIfLTT HAF s
16 | L 5
14 -
6
12 -
5
10 -
4
8
3
6
2
4
2 1
0 0
\=] \) \o) \e) \o] © © © © © ©
p,Q‘A \\)(\A N)%'\ oc"x Oec’x <<e,‘°’\’ p,Q‘A \o«\’ N)%’\’ oc"\’ Oec»’x
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Chapter I China’s Futures Market at a Glance

In 2016, the trading volume of China's futures market rose to 4.138 billion lots, up by 15.65%
YOY, creating a new record. In 2016, the trading value of China's futures market rose to RMB
195.63 trillion, down by 64.70% YOY (Fig. 1)".

1.1 Market Overview

China’s futures market not only continued to expand in 2016, but also at a significantly higher growth
rate than in 2015,with the aggregate trading volume between all futures exchanges in China climbing
to 41.38 billion lots, up 15.65% YOY, wherein 1.681 billion lots were contributed by Shanghai
Futures Exchange (“SHFE”), up 59.99% YOY and representing 40.62% of the total; 901 million lots
by the Zhengzhou Commodity Exchange (“ZCE”), down 15.79% YOY and representing 21.78%
of the total; 1.537 billion lots by the Dalian Commodity Exchange (“DCE”), up 37.73% YOY
and representing 37.16% of the total; and 18 million lots by the China Financial Futures Exchange
(“CFFEX”), down 94.62% YOY and representing 0.44% of the total (Figure 2 left).

In 2016, the aggregate trading value of China's futures market rose to RMB 195.63 trillion, down by
64.70% YOY, whereinSHFE accounted for RMB 84.98 trillion of trading value, up 33.71% YOY
and representing 43.44% of the total. ZCE accounted for RMB 31.03 trillion, up 0.16% YOY and
representing 15.86% of the total. DCE accounted for RMB 61.41 trillion, up 46.43% YOY and
representing 31.39% of the total. CFFEX accounted for RMB 18.22 trillion, down 95.64% and
representing 9.31% of the total (Figure 2 right).

' In this report, “China’s futures market” and all data refer to the market of Mainland China only, with the futures markets of Hong Kong, Macao and Taiwan

excluded.
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Figure 1: Trading Volume and Value of China’s Futures Market Between 2002 and 2016
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Source: China Futures Association.

Figure 2: Trading Volume and Value of China’s Futures Exchanges in 2016
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Furthermore, the aggregate rate of return of futures contracts in 2016 can be calculated based
on the daily rate of return for dominant contracts in respect of each day regarding the various
commodity futures. As shown by Figure 3, only 3 of the 46 commodity futures have realized a
negative aggregate rate of return, while the other 43 posted a positive aggregate rate of return.
Among these futures products, coke recorded the highest annual aggregate rate of return of

139.75%,compared with the lowest of -19.59% for corn futures.

Figure 3: Aggregate Rate of Return of China’s Dominant Commodity Futures Contracts in 2016
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1.2 Global Rankings of China’s Futures Exchanges

In 2016, China’s futures exchanges maintained their positions in global futures market. According
to the statistics released by the Futures Industry Association (FIA), the trading volume of the
SHEFE, the DCE, the ZCE and the CFFEX ranked respectively the 6th, 8th, 11th, and 37th
worldwide in 2016. In particular, SHFE and DCE improved their rankings by 5 places and 1

place, respectively, compared with the previous year. (Table 1).
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Table 1: The World’s Top 30 Exchanges in 2016
(By Aggregate Trading Volume of Futures and Options )

Ranking Ranking Exchange Conrsce)_ Canirae) 1N YO
1 1 CME Group 394,220 353,178 11.62%
2 2 National Stock Exchange of India (NSE) 211,946 303,189 -30.09%
3 3 ICE 203,793 199,896 1.95%
4 5 Moscow Exchange (MOEX) 195,015 165,944 17.52%
5 4 Eurex Exchange 172,777 167,265 3.30%
6 11 Shanghai Futures Exchange (SHFE) 168,071 105,049 59.99%
7 6 NASDAQ OMX Group 157,570 164,896 -4.44%
8 9 Dalian Commodity Exchange (DCE) 153,748 111,632 37.73%
9 7 BM&F BOVESPA 148,731 135,859 9.47%
10 g |Chicago Board Options Exchange (CBOE) o /o 117,393 0.90%

Holdings)

11 10 |Zhengzhou Commodity Exchange (ZCE) 90,130 107,034 -15.79%
12 12 Korea Exchange 69,299 79,494 -12.82%
13 13 Bombay Stock Exchange (BSE) 54,306 61,489 -11.68%
14 14 Johannesburg Stock Exchange (JSE) 47,920 48,852 -1.91%
15 15 BATS EXCHANGE 41,203 39,642 3.94%

16 17 HKEX 34,464 35,936 -4.10%
17 16 Japan Exchange Group (JPX) 33,754 36,146 -6.62%
18 20 Miami Exchange (MIAX) 24,711 25,261 -2.17%
19 22 Multi Commodity Exchange (MCX) 24,508 21,635 13.28%
20 21 Australian Stock Exchange (ASX Group) 24,263 23,418 3.61%

21 19 Taiwan Futures Exchange (TAIFEX) 24,168 26,450 -8.63%
2 24 | Toronto Stock Exchange (TMX Group) 20,112 17,994 11.77%
23 23 Singapore Exchange (SGX) 17,242 18,387 -6.23%
24 25 Euronext 12,624 13,552 -6.84%
25 27 Rosario Futures Exchange (ROFEX) 11,337 7,387 53.47%
26 26 Istanbul Exchange (BIST) 10,725 8,888 20.67%
27 32 Thailand Futures Exchange (TFEX) 6,958 4,854 43.34%
58 31 London Stock Exchange Group (LSE 5,381 4888 10.09%

GROUP)

29 28 Tel Aviv Stock Exchange (TASE) 5,210 6,605 -21.13%
30 30 Tokyo Financial Exchange (TFX) 5,209 4,899 6.33%

Source: Futures Industry Association, Shanghai Institute of Futures and Derivatives.
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In terms of the total trading volume of commodity futures and options in 2016, three Chinese
commodity futures exchanges, namely Shanghai Futures Exchange, Dalian Commodity Exchange
and Zhengzhou Commodity Exchange, rank first, second, and fourth, respectively, and made a

substantial increase in the trading volume in 2016.

Table 2: The World’s Top 10 Exchanges in 2016
(By Aggregate Trading Volume of Commaodity Futures and Options)

N
1 3 Shanghai Futures Exchange (SHFE) 168,071 105,049 59.99%
2 1 Dalian Commodity Exchange (DCE) 153,748 111,632 37.73%
3 4 CME Group 106,299 90,677 17.23%
4 2 |Zhengzhou Commodity Exchange (ZCE) 90,130 107,034 -15.79%
5 5 ICE 75,035 70,082 7.07%
6 8 Moscow Exchange (MOEX) 46,680 12,328 278.64%
7 6 Multi Commodity Exchange (MCX) 24,508 21,635 13.28%
8 7 HKEX 15,652 16,960 -7.71%
9 14 NASDAQ OMX Group 3,548 654 442.75%
10 10 |Tokyo Commodity Exchange (TOCOM) 2,692 2,440 10.32%

Source: Futures Industry Association, Shanghai Institute of Futures and Derivatives.

If looking by the trading volume of various commodities in each major commodity category,
several of China’s commodity-based futures products would also rank among the top three

products in each category worldwide in 2016 (Table 3), including:
Soybean Meal ranked 1st in agricultural futures at 388.95 million lots;
Rapeseed Meal ranked 2nd in agricultural futures at 246.27 million lots;
RBD Palm Olein ranked 3rd in agricultural futures at 139.16 million lots;
Steel Rebar ranked 1st in metal futures at 934.15 million lots;

Iron Ore ranked 2nd in metal futures at 342.27 million lots;

Nickel ranked 3rd in metal futures at 100.25 million lots.
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Table 3: The World’s Top 20 Global Agricultural Commodity Futures and Options Contracts in 2016
(By Trading Volume )

2016 2016 2015
Rankin Contract Exchange (10,000 (10,000 Change YOY
g Contracts) Contracts)
Dalian Commodity Exchange
1 Soybean Meal Futures 38,895 28,950 34.35%
(DCE)
Zhengzhou C di
2 Rapeseed Meal (RM) Futures engehon Lommodiyy 24,627 26,149 -5.82%
Exchange (ZCE)
. Dalian Commodity Exchange
B) RBD Palm Olein Futures 13,916 11,152 24.79%
(DCE)
Dalian Commodity Exchange
4 Corn Futures 12,236 4,209 190.72%
(DCE)
Zhengzhou Commodity
5 White S SR) F 11,729 18,732 -37.38%
ite Sugar (SR) Futures Exchange (ZCE) o
Shanghai Futures Exchange
6 Natural Rubber Futures 9,737 8,307 17.22%
(SHFE)
Dalian C dity Exch
7 Soybean Oil Futures an ommodity BXChANES | 9 476 9,250 2.44%
(DCE)
8 Corn Futures CME Group 8,563 8,309 3.05%
Zhengzhou Commodity
9 Cotton No. 1 (CF) Futures 8,053 2,261 256.12%
Exchange (ZCE)
Dalian Commodity Exchange
10 Corn Starch Futures 6,745 2,705 149.30%
(DCE)
11 Soybeans Futures CME Group 6,173 5,410 14.12%
12 Sugar #11 Futures ICE 3,312 3,439 -3.72%
Dalian Commodity Exchange
13 Soybeans No. 1 Futures 3,257 1,881 73.15%
(DCE)
Chicago Soft Red Winter
14 CME Group 3,106 3,110 -0.13%
Wheat Futures
15 Soybean Oil Futures CME Group 2,943 2,890 1.84%
Zh C di
16 | Rapesced Ol (OI) Futures egihh Z;‘ge ((’;né;’ v 2731 778 251.04%
17 Soybean Meal Futures CME Group 2,595 2,432 6.74%
18 Corn Option CME Group 2,279 2,415 -5.61%
19 Egg F Dalian Commodity Exchange | ) 1,472 52.69%
tur > ) B
g Futures (DCE) o
20 Soybeans Option CME Group 2,011 1,866 7.75%

Source: Futures Industry Association, Shanghai Institute of Futures and Derivatives.
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Table 4: The World’s Top 20 Metal Commodity Futures and Options Contracts
(By Trading Volume )

2016 2016 2015
. Contract Exchange (10,000 (10,000 Change YOY
Ranking
Contracts) Contracts)
Shanghai Futures Exchange
1 Steel Rebar Futures 93,415 54,104 72.66%
(SHFE)
Dalian Commodity Exchange
2 Iron Ore Futures 34,227 25,957 31.86%
(DCE)
3 Nickel F Shanghai Furures Exchange | ) ¢ 6,359 57.65%
tu I b y
ickel Futures (SHEE) o
Sh iF Exch
4 Silver Futures anghai Furures Exchange |0 (o) 14,479 40.26%
(SHFE)
- Zinc Shanghai Futures Exchange s 4524 e
o , 5 .
inc Futures (SHFE) o
P . . Shanghai Futures Exchange 239 8832 18.03%
6 , , -18.
opper Futures (SHEE) o
7 Gold (GC) Futures CME Group 5,756 4,185 37.56%
8 Aluminium Futures HKEX 5,307 5,988 -11.37%
Sh iF Exch:
9 Aluminum Futures anghai (Sl:Iu;:) xehange 4,439 2,290 93.84%
. Shanghai Futures Exchange
10 Hot Rolled Coil Futures 4,328 201 2050.79%
(SHFE)
11 Copper-Grade A Futures HKEX 3,695 3,856 -4.18%
12 Gold F Shanghal Futures Exchange | -5 ¢ 2,532 37.30%
tu , , .
old Futures (SHEE) o
13 Special High Grade Zinc Futures HKEX 2,694 2,875 -6.29%
14 Gold Futures Moscow Exchange (MOEX) 2,266 1,078 110.08%
15 Copper (HG) Futures CME Group 2,152 1,699 26.72%
16 Primary Nickel Futures HKEX 1,995 1,996 -0.06%
17 Silver (SI) Futures CME Group 1,822 1,345 35.41%
) Multi Commodity Exchange
18 Silver MIC Futures 1,488 1,722 -13.59%
MCX)
19 SGX Iron Ore 62% Futures | Singapore Exchange (SGX) 1,179 604 95.17%
Multi Commodity Exchange
20 Copper Futures 1,096 1,105 -0.80%
(MCX)

Source: Futures Industry Association, Shanghai Institute of Futures and Derivatives.
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Table 5: The World’s Top 20 Energy Futures and Options Contracts (By Trading Volume )

2016 Contract Exchange 2016 (10,000 2015 (10,000 Change
Ranking 9 Contracts) Contracts) YOY
1 Brent Oil Futures Moscow Exchange (MOEX) 43,547 11,142 290.85%
WTTI Light Sweet Crude Oil
2 CME Group 27,677 20,220 36.88%
(CL) Futures
3 Brent Crude Oil Futures ICE 21,056 18,385 14.53%
Shanghai F Exch:
4 Bitumen Futures anghat futures Exchange 18,681 3,240 476.63%
(SHFE)
North American Natural Gas
5 ICE 16,181 16,116 0.40%
Futures
Henry Hub Natural Gas (NG)
6 CME Group 9,748 8,177 19.21%
Futures
o Multi Commodity Exchange
7 Crude Oil Mini Futures 6,740 4,630 45.59%
(MCX)
8 ICE Gas Oil Futures ICE 6,616 6,324 4.61%
Multi C dity Fxch
9 Crude Oil Futures “ orrzl\n;;);)y renange 5,326 4,779 11.44%
Dalian Commodity Exchange
10 Coke Futures 5,046 1,566 222.18%
(DCE)
Zhengzhou C di
|| e @ (2) s e;ih::ge ‘(’;&‘)’ “y 5,030 98 5028.92%
WTTI Light Sweet Crude Oil
12 ICE 4,729 3,980 18.81%
Futures
13 Crude Oil (LO) Options CME Group 4,588 3,963 15.78%
RBOB Gasoline Physical (RB
14 asoline Physical (RB) CME Group 4,543 4,030 12.72%
Futures
Dalian C dity Exch
15 Hard Coking Coal Futures fan ommodity Exchange 4,108 1,571 161.53%
(DCE)
NY Harbor ULSD (HO)
16 CME Group 3,939 3,695 6.61%
Futures
North American Natural Gas
17 ICE 3,914 4,554 -14.05%
and Power Options
ICE Global Oil Products
18 ICE 3,410 3,076 10.86%
Futures
19 North American Power Futures ICE 2,696 2,833 -4.84%
20 Brent Crude Oil Last Day CMEG 23571 2625 9.67%
Financial (BZ) Futures roup ’ ’ e

Source: Futures Industry Association, Shanghai Institute of Futures and Derivatives.
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1.3 Commodity Futures Market

In 2016, the total trading volume and trading value of China’s commodity futures market
were 4.119 billion lots and RMB 177.41 trillion, respectively, up 27.26% and 30.00% from
2015. The total trading volume and value of commodity futures contracts traded in China
in 2016 are shown in Figure 4. Among all the contracts traded, top ten commodity futures
by volume are Rebar, Soybean Meal, Iron Ore, Rapeseed Meal, Bitumen, PTA, RBD Palm
Olein, Methanol, Polypropylene and Corn. Together, they accounted for 2.793 billion lots,
or 67.80% of the total volume of all commodity futures contracts traded that year (Figure
5 left). Top ten commodity futures by trading value are Rebar, Iron Ore, Copper, Natural
Rubber, Soybean Meal, Gold, Nickel, RBD Palm Olein, Sugar and Zinc, representing a
combined trading value of RMB 111.62 trillion, or 62.91% of the aggregate value of all

commodity futures contracts traded nationwide in 2016 (Figure 5 right).

Figure 4: Volume and Value of Commodity Futures Contracts Traded in China in 2016
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Figure 5: Top 10 Commodity Futures Contracts in China in 2016 by Trading Volume and
Trading Value

By total trading volume By trading value
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Source: China Futures Association.

According to commodity categories, in terms of trading volume of major energy and chemical
futures, Thermal Coal, PVC, Bitumen, Coke and Coking Coal experienced a substantial growth
at 1796.88%, 617.68%, 476.63%, 222.18% and 161.53% YOY, respectively in 2016; while
Glass also recorded a higher than 60% YOY increase. Natural rubber and polypropylene rose at
a much more modest pace, while polyethene, fuel oil and PTA saw a slight dip, and Fiberboard,
Plywood and Methanol each fell by over 50%.

In terms of trading volume of major metal futures, Manganese Silicon, Hot Rolled Coil,
Ferrosilicon, Tin and Lead experienced a substantial growth at 2605.30%, 2050.79%, 1573.56%,
514.27% and 248.16% YOY; Aluminum, Steel Rebar, Zinc, Nickel, Gold and Iron Ore each
increased by over 30% YOY; Copper and Silver fell slightly while Wire Rod fell by over 80%.

In terms of trading volume of major agricultural futures, Cotton No. 1, Rapeseed Oil, Japonica
Rice, Corn and Corn Starch skyrocketed by 256.12%, 251.25%, 245.45%, 190.72% and
149.30% YOY, respectively; Soybeans No. 1, Eggs and Soybean Meal each increased by over
30%; RBD Palm Olein, Strong Gluten Wheat and Soybean Oil rose at a much more modest
pace; Rapeseed Meal, Sugar and Early Indica Rice saw a slight dip,and Wheat, Late Indica Rice,
Soybean No.2 and Rapeseed each fell by over 50%.

10
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Table 6: YOY Change in Trading Volume and Trading Value of Commaodity Futures in China in 2016

2016 YOY 2016 YOY 2016 YOY 2016 YOY
Change in Change in Change in Change in
Trading Volume  Trading Value Trading Volume  Trading Value
Manganese Silicon 2605.30% 4523.36% Soybean Meal 34.35% 45.22%
Hot Rolled Coil 2050.79% 2684.45% Iron Ore 31.86% 46.30%
Thermal Coal 1796.88% 1357.21% RBD Palm Olein 24.79% 44.14%
Ferrosilicon 1573.56% 2182.55% Natural Rubber 17.22% 20.68%
PVC 617.68% 796.98% Polypropylene 15.12% 11.73%
Tin 514.27% 570.17% Strong Gluten Wheat 9.21% 11.14%
Bitumen 476.63% 398.67% Soybean Oil 2.44% 14.53%
Cotton No. 1 256.12% 283.38% Rapeseed Meal -5.82% 3.49%
Rapeseed Ol 251.25% 295.03% Polyethylene -15.79% -15.81%
Lead 248.16% 370.91% Copper -18.03% -21.06%
Japonica Rice 245.45% 266.67% Fuel Oil -24.59% -10.11%
Coke 222.18% 328.08% PTA -25.42% -24.87%
Corn 190.72% 130.80% Sugar -37.40% -30.78%
Coking Coal 161.53% 271.63% Silver -40.26% -32.41%
Corn Starch 149.30% 123.77% Early Indica Rice -43.58% -37.54%
Aluminum 93.84% 116.21% Methanol -56.56% -59.33%
Soybean No.1 73.15% 58.52% Rapeseed -57.56% -53.66%
Steel Rebar 72.66% 89.54% Soybean No.2 -62.84% -56.29%
Glass 62.82% 101.01% Late Indica Rice -68.46% -69.23%
Zinc 61.52% 95.73% Wire Rod -81.35% -82.97%
Nickel 57.65% 48.96% Wheat -85.28% -85.91%
Egg 52.69% 35.99% Plywood -95.54% -95.73%
Gold 37.30% 55.92% Fiberboard -98.96% -98.97%

Source: China Futures Association.
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1.4 Financial Futures Market

In 2016, the total trading volume and trading value of China’s financial futures market
were 18 million lots and RMB 18.22 trillion, respectively, down 94.62% and 95.64% YOY
respectively. In particular, the total trading volume and trading value of CSI 300 Index
futures reached 4.2256 million lots and RMB 4.01 trillion, respectively, representing a YOY
decrease of 98.48% and 98.83% (Figure 6). A total of 2.7572 million lots, or RMB 2.77
trillion, of 5-Year Treasury Bond futures were traded, showing a YOY decrease of 37.39% and
36.36% respectively (Figure 7). A total of 6.1768 million lots, or RMB 6.13 trillion, of 10-
Year Treasury Bond futures were traded, showing a YOY increase of 266.81% and 271.08%
respectively (Figure 8). A total of 1.6244 million lots, or RMB 1.05 trillion of SSE 50 Index
futures were traded, showing a YOY decrease of 95.42% and 96.59% respectively (Figure 9).
A total of 3.5519 million lots, or RMB 4.26 trillion of CSI 500 Index futures were traded,
showing a YOY decrease of 84.00% and 89.13% respectively (Figure 10).

Figure 6: Volume and Value of CSI 300 Index Futures Traded between 2010 and 2016
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Source: China Futures Association.
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Figure 7: Volume and Value of Five-Year Treasury Bond Futures Traded between 2013 and 2016
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Source: China Futures Association.

Figure 8: Volume and Value of Ten-Year Treasury Bond Futures Traded between 2015 and 2016
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Figure 9: Volume and Value of SSE 50 Index Futures Traded between 2015 and 2016
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Source: China Futures Association.

Figure 10: Volume and Value of CSI 500 Index Futures Traded between 2015 and 2016
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1.5 ETF Options Market?

In 2016, SSE 50 ETF option recorded a trading volume of 79.0693 million lots, yielding RMB
1765.129 billion of notional amount traded and RMB 43.189 billion in premium payments.
During the same period, the constituent stocks of SSE 50 Index aggregated a turnover of RMB
6.99 trillion. Overall, SSE 50 ETF options market experienced a smooth operation, reasonable
pricing and rational participation by investors in 2016. The market scale is steadily expanded and

the economic function is gradually developed without compromising the control of risks.

Figure 11: Trading Volume and Open Interest of SSE 50 ETF Options between 2015 and 2016
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Source: Shanghai Stock Exchange.

In terms of investor structure, the number of investor accounts opened for 50 ETF options
increased steadily, reaching 202,013 accounts in 2016, a 147.70% increase versus that on the end
of 2015, wherein individual investors opened 198,495 accounts; institutional investors opened

3518 accounts. The options brokers reached the annual average monthly accounts of 10021.

In terms of trading purpose, four types of trading behaviors, i.e., insurance, arbitrage, directional

trade and enhanced returns, weredistributed in balance, accounting for 14.61%, 26.37%, 20.46%

* Data in this section are taken from The 2016 Development Report on Stock Options Market of Shanghai Stock Exchange
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and 38.56% respectively.

In terms of market makers, by the end of 2016, SSE 50 ETF Options market featured 13 market
makers, including 10 major market makers and 3 general market makers. The market makers do
not cause any risk event about options trading and quotation all the year round. All the market
makers can fulfill market making obligations as required by Shanghai Stock Exchange, and
provide liquidity for the market. The market makers averaged a daily trade of 239,300 contracts
(both trading directions), accounting for 36.93% of the market total, and averaged a daily open
interest of 324,100 contracts (both trading directions), accounting for 16.85% of the market
total. In 2016, the trading volumes between market makers, between market makers and investors
and between investors account for 7%, 51% and 42% respectively, wherein the trading volume
between market makers was decreased to 7% versus 16% by the end of 2015 and all the trading

volumes among all the market subjects are reasonable.
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Chapter I Market Developments

There were many new changes for China’s futures market in 2016. A new concept
of “supervision by law, strict supervision and comprehensive supervision” was
established; an international development blueprint of the futures market was also
gradually developed; under the guidance of the spirit of streamline administration and
institute decentralization, the State Council revised multiple articles in Regulations on
Administration of Futures Trading; to accelerate agricultural modernization, "Insurance
+ Futures" were written into the No.l1 Central Document, and options of agricultural
products of sugar and soybean meal were approved to appear on the market; and the
commodity indexes of China were further increased, and commodity futures indexed
products continued to be favored. Under the great fluctuation of the market, the
supervisors suspended the circuit breaker mechanism for stock index futures and stock
index spot in time, took a series of suppression measures for black series futures varieties

with strong speculative atmosphere, and maintained the smooth operation of the market.

2.1 Transformation of Regulatory Concept toward Comprehensive Supervision,

Strict Supervision and Supervision by Law

In the first half of 2016, the China Securities Regulatory Commission (CSRC) proposed
a new capital market regulatory concept of "supervision by law, strict supervision and
comprehensive supervision". Under the guidance of this new regulatory concept, CSRC
shown an attitude of "complete coverage and zero tolerance" for various securities and
futures offences, continued to keep the tough stance, and issued a series of supervision
strengthening initiatives, e.g., strengthening the disclosure of information, increasing the
access threshold of futures companies, controlling transboundary acquisition, cracking
down the illegal activities of intermediary agencies, cracking down IPO counterfeit,
issuing new reorganization policies, controlling "marketing via shell”, etc. Besides the
improvement on the risk management and control system, CSRC also reduced the
market operation risk by inhibiting over-speculation of the commodity futures market
and limiting the leverage level. By the end of the year, CSRC made administrative
punishments for 183 cases; published 218 written decisions of administrative penalty,
increased by 21% from last year; fined a total of RMB 4.283 billion, increased by 288%

from last year; and prohibited 38 persons from entering the market, increased by 81%
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from last year. The number of decisions of administrative penalty and the amount of the
fine created a new highest record in history, and the number of people prohibited from
entering the market was also a historical peak. Additionally, CSRC made administrative
punishments for 43 cases involved in lawsuit all the year round, and created a new
record for three consecutive years. The court judged or ruled 24 cases related to the
administrative punishments of CSRC, including 16 winning cases and 6 cases of actively
withdrawing an action by a plaintiff. The winning rate was always kept at a high level.
By making administrative punishments and taking proceedings on the involved cases,
strong deterrent was formed for lawbreaking activities, thereby escorting the long-term

stable and healthy development of the securities and futures markets.
2.2 Gradual Development of International Blueprint of Futures Market

In May2016, the vice chairman of CSRC, Fang Xinghai, expressed on the 13th Shanghai
Derivatives Market Forum that China experienced a golden opportunity in constructing
an international commodity pricing center; this was also a next important direction for
developing China's futures market; and it needed to promote opening of the commodity
futures market to the outside world and to introduce foreign investors to participate
in China's commodity futures market. Fang Xinghai believed that the globalization
of the futures market was bidirectional; it was important to go out and bring in, but
the current emphasis is on bringing in the foreign investors. Fang Xinghai said that,
considering that many international enterprises and international finance investors
had the need of urgently participating in China's commodity market currently, China
would gradually bring in the foreign investors to participate in domestic futures trading
in a specific variety manner, create conditions for bringing in the foreign investors to
participate in China's futures market activities and also encourage domestic institutions
to go out. In terms of product selection, China will start with such products as crude oil,
iron ore and natural rubber with higher international level, and then gradually extend
to other products. To adapt to the internationalization need of relevant futures varieties,
CSRC will also support futures exchanges to establish transaction warehouses and offices
abroad. CSRC will continue to promote the improvement on tax policies together with
relevant departments to realize bonded futures delivery about how to connect with the

international convention of futures trading without tax.

At present, various external supporting policies required by Crude Oil futures have
been released formally by CSRC and The People's Bank Of China (PBOC) respectively.
Shanghai International Energy Exchange solicited public feedbacks for the markets on

business rules for Crude Oil futures, and is now further deepening the preparations
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for the listing of Crude Oil futures according to regulatory requirements. In 2016, the
internationalization of iron ore in Dalian Commodity Exchange and of TSR 20 (rubber)

in Shanghai Futures Exchange was steadily pursued.
2.3 Revision of the “Regulations on Administration of Futures Trading”

To promote streamline administration and institute decentralization, combination of
delegating and administration of powers and optimization of service reform, the State
Council removed the administrative regulations involved in cancelling and adjusting
administrative examination and approval items, reforming price and implementing
universal cost reducing measures. After the removal, the State Council decided to amend
some articles of 66 administrative regulations, and issued Decision of the State Council
on Amending Some Administrative Regulations (Order No.666 of the State Council of
the People's Republic of China) on Feb. 6, 2016. Multiple articles of Regulations on

Administration of Futures Trading were amended as follows:

(1) In Article 13 of the revised Regulations on Administration of Futures Trading, the
regulation that "the listing of futures exchanges, amendment or termination of contracts,
the change of residences or business places, and merging, division or dissolution shall be

approved by the futures regulatory authority of the State Council” was deleted.

(2) "Approved by the futures regulatory authority of the State Council, and registered in
the corporate registration authority” in Article 15(1) was amended as "registered in the
corporate registration authority, and approved by the futures regulatory authority of the
State Council". "Directors, supervisors and senior managers shall possess qualifications
for those posts" in the condition required for applying for establishing a futures firm
in Article 16 was amended as "directors, supervisors and senior managers shall satisfy

conditions for those posts".

(3) In article 19, the regulation that "if a futures firm establishes, purchases, becomes a
shareholder of or terminates foreign futures brokers, it shall be approved by the futures

regulatory authority of the State Council” was deleted.

(4) In article 20, the regulation "if a futures firm changes a legal representative, changes
a residence or business place, establishes or terminates a domestic branch, changes a
business range of the domestic branch and transacts other items specified by the futures
regulatory authority of the State Council, it shall be approved by the agency of the

futures regulatory authority of the State Council” was deleted.

(5) Article 54 was amended as "the futures regulatory authority of the State Council
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executes the qualification management system for directors, supervisors and senior
managers of the Futures Exchanges and futures margin safekeeping and regulatory
authorities". In Article 56, the regulation that "the branch is not approved” in
Paragraph 2, item 2 was deleted. In Article 67, "Article 20" in Paragraph 1, item 3 and
"competence for a post” in Paragraph 2 were deleted. In Article 68, "competence for a

post" in Paragraph 2 was deleted.
2.4 Incorporationof "Insurance + Futures" into the No.1 Central Document

The No.1 Central Document of 2016 is Several Opinions on Development of New Ideas
to Speed Up Agricultural Modernization to Realize the Goal of the All-Round Well-
Off Society issued by the CPC central committee and the State Council in 2016. The
No.1 Central Document of 2016 clearly indicated in Paragraph 1 of "Improvement
of Agricultural Insurance System" that: "Insurance + Futures” pilot programs shall be
steadily expanded. To implement the spirit of the No.1 Central Document, the Ministry
of Agriculture, CSRC, Futures Guidance Exchange of CIRC, insurance institutions,
futures brokers and agriculture-related enterprises expanded the "Insurance + Futures"

pilot efforts.

The Dalian Commodity Exchange developed 12 "Insurance + Futures" pilot programs
by designating corn and soybean as pilot products. The number of pilot spot products
is 54 times of that in 2015, including 8 pilot programs that generate claims with a total
of RMB 4.8179 million for claims, effectively evading the risk of decrease in price. The
Zhengzhou Commodity Exchange also started "Insurance + Futures" pilot programs
for the first time by designating cotton and sugar as pilot products, and determined 10
pilot programs in a range of 8 provinces. The Shanghai Futures Exchange is also actively
promoting the "Insurance + Futures" pilot programs of natural rubber. In November
of 2016, the Shanghai Futures Exchange held a Hainan symposium on "Insurance
+ Futures" and "Targeted Poverty Alleviation" in Hainan, discussed the "Insurance
+ Futures" pilot programs and clarified the implementation progress and the work
arrangement of the pilot programs. In 2016, the work for support of the real economy,
especially of "agriculture, rural areas and rural population” by the futures market was

further deepened.
2.5 Approval of Options of Sugar and Soybean Meal for Listing

nder the background of strict supervision, ina's futures market launched no
Under the backg d of strict Ch

new product in 2016. The good news is that, on December 16, CSRC declared to
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have approved the Zhengzhou Commodity Exchange and the Dalian Commodity
Exchange to trade the options of sugar and soybean meal respectively. It is estimated
that relevant preparations will take about three months. Specific listing time shall be
published separately. On the same day, the Zhengzhou Commodity Exchange and the
Dalian Commodity Exchange solicited public feedbacks on contracts and relevant rules
of options of sugar and soybean meal. According to the exposure draft, the market-
making system will be implemented for the options of sugar and soybean meal, and
the participation threshold of natural person investors is RMB 100,000. This marks
that China’s commodity futures market will enter an options era, and the agriculture-
related enterprises will further increase risk management tools. After the options of
sugar and soybean meal are launched, the "Insurance + Options" mode can also be
actively attempted for the "Insurance + Futures”" pilot programs actively launched in the

agriculture-related enterprises.

In addition, in terms of new futures products,the preparationsfor the listing of Crude
Oil futures was being continuously deepened according to regulatory requirements.
Glycol futures obtained project approvalon October 16, 2016, and the draft contracts
and rules of glycol futures of DalianCommodity Exchange made their first appearance
on the market on December 4. Mean while, the R&D and listing work of cotton yarn

futures, pulp futures and TSR 20 (rubber)futures is continuously promoted.
2.6 Suspension of the Circuit Breaker Mechanism

According to the relevant index breaking regulations officially implemented since
January 1, 2016, CSI 300 index triggered the circuit breaker twice on the first trading
day (January 4) and the fourth trading day (January 7) of the new year, and the trading
of domestic A-share and stock index futures is suspended to close. To maintain the stable
operation of the market, the Shanghai Stock Exchange, Shenzhen Stock Exchange and
China Financial Futures Exchange declared to suspend the implementation of the Circuit
Breaker Mechanismfor index from January 8, 2016. China Financial Futures Exchange
adjusted the maximum daily price fluctuation limitation of stock index futures contracts
of CSI 300, SSE 50 and CSI 500 from "+7% of the settlement price on the preceding
trading day" to "+10% of the settlement price on the preceding trading day". The trading
time of three stock index futures contracts continued to keep consistent with the stock
market. Other detailed service rules of stock index futures still keep “strict supervision”
constant over the last year, including the trading margin implementation standards (the

trading margin for non-hedging positions is 40% of the contract value, and the trading
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margin for hedging positions is 20% of the contract value), the commissions standard
(the trading commissions is 0.23 of ten thousand of the trading volume, the trading
commissions for closing a daily position is 23 of ten thousand of the trading volume,
and the filing fee is RMB 1 per trading) and the daily opening limitation standard (if the
opening contracts traded by a client in one day exceed 10, an abnormal trading behavior

of "frequent opening contracts traded in one day" is formed).
2.7 "Suppressing" Black Series by Regulatory Authorities

In 2016, the most attractive commodities in the commodity market were such black
series of products as iron ore, coking coal, coke, steel rebar, hot rolled coil, etc. which
experienced a roller coaster situation. The annual increases of futures of coking coal and
coke known as "peerless double cokes" are respectively 108% and 136%, and the increase

of black series of products is generally over 60%.

In April and September to November of 2016, the black series of products representing
the bulk commodities generated a price increase twice, and the trading volume of some
products was rapidly increased. To coordinate with government control, maintain
the smooth operation of the futures market and control the over-speculation on the
market, under the guidance of CSRC, relevant futures exchanges adjusted the trading
commissions, the margin standards and the price limits of some products, required
member units to well implement the risk prevention work, reminded the investors of
rational investment and promoted the account information report of asset management
products. As the action of the policy "mix" emerges, the trading extent of relevant

products is declined and the market operation is gradually smooth.
2.8 Continuously Diversified Commodity Indexes and Favored Index Products

At the end of 2016, Shanghai Futures Exchange issued the price index series of the
commodity futures, including three categories of composite index, plate index and single
commodity index, each including the futures price index and the excess returns index,
totally 30 indexes. Indexes of this release included industrial metal, copper, noble metal
and gold, totally 8 indexes. By the end of 2016, three commodity futures exchanges
respectively introduced series of product-based commodity indexes, and China Futures
Market Monitoring Center also introduced series of commodity indexes and market-wide

comprehensive commodity indexes.

Meanwhile, relevant financial institutions have a growing interest for the commodity
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futures ETFs and the index funds. By the end of 2016, a total of 21 commodity
futures ETFs or index funds have completed or have been completing the application
process. There are various commodity futures ETFs or relevant funds, including gold,
silver, copper, agricultural products, iron ore, etc. With the adoption of international
experience, with the development of China's futures market, there will be more and

more investors to participate in commodity index investment.
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Chapter III Latest Development of
Chinese Futures Firms

Futures firms presented some new developments in 2016. First, innovative business was rapidly
developed. In 2016, the asset management business of futures firms was rapidly developed, and
had become a new point of profit growth of futures firms. Additionally, the futures firms were
involved in publicly-offered funds business for the first time. Second, supervision became stricter.
CSRC developed new "eight preset limits" for asset management in 2016, and strictly controlled
the asset management level. Numerous futures firms caused a decrease in 2016 category ranking
due to illegal events in the asset management business. Third, the futures firms realized financing
diversification, and their passion for seeking "New Third Board" listing would continue to grow.

The futures firms that used subordinated debts for financing were also increased.

3.1 Rollercoaster Ride Experience for Asset Management Business Development

of Futures Firms

2016 was a rollercoaster ride experience for futures firms in asset management business
development. On one hand, the asset management scale of futures was rapidly enlarged, and the
futures firms accelerated their pace of product release significantly. According to the latest data
of the Asset Management Association of China, the total scale of asset management business
of nationwide futures firms has grown to RMB 279.2 billion by the end of December 2016,
an increase of 167.17% YOY. Correspondingly, the scales of asset management business of
nationwide futures firms have grown to RMB 12.482 billion and RMB 104.5 billion by the end
of 2014 and 2015.

On the other hand, as a series of new regulations are developed successively, the regulatory
authorities conduct stricter supervision on the asset management business. In May 2016, China
Futures Association issued "Notice for Advices ofAdministrative Rules for Asset Management
Subsidiaries of Futures Firms (Exposure Draft)" to many futures firms. The Exposure Draft
requires the futures firms to establish asset management subsidiaries for subsequent record
matters, but also indicates that the subsidiaries shall meet corresponding requirements and

provides a negative activity list, for example, "services of the same kind with a conflict of interest
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shall not exist between the subsidiaries, and parent firms and related subsidiaries”. On July
15, 2016, CSRC issued Interim Provisions on Operation and Management of Private Asset
Management Business of Securities and Futures Brokers, also known as new "eight preset limits"
for asset management, and would focus on strengthening the standards of managing the asset
management plan leverage, structuring asset management products, developing or participating
in "capital pool" business, implementing over-excitation, etc. This regulation has a great influence
on the futures firms for issuing the asset management products. The monthly average issuance
quantity of the asset management products of the futures firms rose to 306 in January to July of
2016, and dropped to 97 in August to December, with a decrease of 68.3% versus January to
July. In addition, considering that the collective asset management business of the futures firms
is opened currently, the asset management products of futures are increased and risk features are
different. The current risk computing mode cannot accurately reflect the risk situation of the asset
management business of futures. CSRC revised Management Measures for Risk Management
Index of Futures Firms issued in 2007, and formulated Preparation and Submission Guidance on
Risk Regulatory Statements of Futures Firms as a supporting document for implementing this
regulation. CSRC had solicited public feedbacks for the above document in October of 2016.

3.2 Downgrade of Category Ranking of Futures Firms

The 2016 category ranking result of futures firms shows that, 42 firms are downgraded (Table
7), including multiple leading futures firms in the industry, such as Guolian Futures, Haitong
Futures, Guotai Junan Futures, etc.” 10 futures firms ranked AA level in 2016, only half of that
of 2015. In terms of the whole category assessment structure, compared with 2015, in 2016,
the number of firms above Class A dropped to 30 from 44, the number of firms of Class B rose
to 102 from 88 and the number of firms of Class C dropped to 15 from 18. In addition, there
was no Class D in 2015, and two futures firms were downgraded to Class D in 2016. The reason
for most of downgrades is not a great change in business level of the futures firms, but illegal
activities. Especially, since abnormal stock crash fluctuation of 2015, such illegal futures activities
as funding and information external access appear sporadically. Meanwhile, illegal events in the

asset management business occur frequently.

This rating downgrade not only affects the image of the futures firms, but also affects their
activities of applying for innovative business, establishing new business outlets, etc. in the future,

and meanwhile, will greatly reduce the competitiveness relative to other high-rank futures firms.

® See Trade News on August 6 of 2016 in Futures Daily website, titled "The 2016 category assessment result of futures firms is released!
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In addition, this also marks that the futures industry will encounter a storm of completely

changing the ranks.

Table 7: List of Some Futures Firms Downgraded by CSRC in 2016

2016 2015 Abbreviation of Compan 2016 2015
Ranking  Ranking ety Ranking Ranking

Abbreviation of Company

Huatai Futures A AA Maike Futures BBB A
Changjiang Futures A AA Beijing Capital Futures BBB A
China International Futures A AA Brilliant Futures BBB A
Nanhua Futures A AA Sinosteel Futures BBB A
Luzheng Futures A AA CITICS Futures BBB AA
Minmetals & Jingyi Futures A AA Guotai Junan Futures BBB AA
Haitong Futures B AA Zheshang Futures BBB AA
Zhaojin Futures B BBB Shanghai Orient Futures BBB A
Zhongzhou Futures B BB Guosen Futures ccC AA
Jiangsu Donghua Futures B BB Tongxin Jiuheng Futures CCC BB
Dongxing Futures BB BBB Chang’an Futures CCC B
Southwest Futures BB BBB Shengxin Futures CCC
Tianfeng Futures BB BBB Hehe Futures CCC BB
Zhejiang New Century Futures BB BBB Success Futures CCC B
Guantong Futures BB BBB CCB Futures @@ BBB
Shanghai Zheshi Futures BB BBB Miracle China Futures CCC BB
Shanghai East Asia Futures BB BBB Guoyuan Futures CcC BBB
China Investment Tianqi
BBB A China Fortune Futures CCC BB
Futures
Dadi Futures BBB A Xinsheng Futures e B
Guohai Liangshi Futures BBB A Shanxi Sanli Futures D CC
First Futures BBB A Guolian Futures D A

Source: CSRC, Shanghai Institute of Futures and Derivatives.

3.3 First Involvement in Publicly-Offered Funds by Futures Firms

On October 19 of 2016, CSRC website issued Reply to Approve Establishment of Nanhua Fund
Management Co., Ltd. Nanhua Futures was officially approved to establish the publicly-offered

funds, which was the first domestic publicly-offered license in the futures industry. The reply
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contents show that, Nanhua Fund Management Co., Ltd. is wholly owned by Nanhua Futures
Co., Ltd., with a registered capital of RMB 150 million,and also show that it is approved to
establish Nanhua Fund Management Co., Ltd. registered in Ningbo City of Zhejiang Province.
The business scope of the firm covers fund raising, fund marketing, asset management, specific
customer asset management and other services permitted by CSRC. Application material was
received by CSRC in January of 2016, and then was officially transacted, and CSRC approved
Nanhua futures to establish Nanhua Fund Management Co., Ltd. on October 19, spending 190
working days. First involvement in publicly-offered funds by futures firms not only reflects the
trend of mixed operation of financial institutions, but also marks that derivative financial products

will be widened.
3.4 Continuous Upsurge of New Third Board Listing by Futures Firms

In recent years, such innovative businesses as asset management and risk management in
Chinese futures firms have been rapidly developed, and are in a critical period of innovative
development. Although the innovative businesses have a wide development space, the investment
is so tremendous that most of futures firms have not made stable profit contributions. Through
New Third Board listing, the futures firms not only can enhance stock liquidity and attract
good investors, but also can facilitate the expansion of financing channels and the reduction of
financing cost, and thus enter the New Third Board market to become their realistic choice of
promoting the innovation of business development and improving anti-risk capability. Meanwhile,
in terms of supervision, CSRC is actively initiating the futures firms to become listed on New
Third Board. For example, on Fifth "Risk Management and Agricultural Development Forum"
held on November 5 of 2016, Fang Xinghai, a vice chairmen of CSRC, declared to encourage the
futures firms to expand the financing scale, continue to enhance capital strength and promote the
industrial anti-risk capability by means of domestic and overseas issuance and listing, New Third

Board listing, etc.

Based on the rising enthusiasm for New Third Board listing by futures firms in 2015 (5
futures firms became listed on New Third Board, and another 2 futures firms became listed
in HKEX), in 2016, 2 futures firms became listed on New Third Board, i.e., Dayue Futures
and Xianrong Futures; besides, Guangzhou Futures, Maike Futures and Bohai Futures will
become listed soon; and Fujian Energy Futures and other 3 futures firms are applying for
listing on New Third Board. Additionally, Ruida Futures and Nanhua Futures are under
review for A-Share IPO. (Table 8)
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Table 8: Listings of Futures Firms in 2016

Company Date Exchange/Market
Dayue Futures December 2016 NEEQ
Xianrong Futures December 2016 NEEQ
Guangzhou Futures List Soon NEEQ
Maike Futures List Soon NEEQ
Bohai Futures List Soon NEEQ

Ruida Futures

Under Review for A-Share IPO

Nanhua Futures

Under Review for A-Share IPO

Fujian Energy Futures

Under Review for NEEQ IPO

Success Futures

Under Review for NEEQ IPO

Chaos Ternary Futures

Under Review for NEEQ IPO

AHCOF Futures

Under Review for NEEQ IPO

Source: compiled from publicly available information.

3.5 Slight Decline in Subordinated Debt Financing Scale by Futures Firms

According to the statistic data disclosed by China Futures Association website, in 2016, 15 futures
firms passed subordinated debt financing, financing a total of RMB 2.239 billion. Although
the amount was declined versus a total financing amount of RMB 3.206 billion in 2015, two
firms were increased over 2015 in quantity. This indicated that the futures firms still kept the
enthusiasm for financing through subordinated debts. One reason is that the regulatory authorities
encourage the futures firms to supplement capitals through multiple channels and allow the
futures firms to incorporate the subordinated debts into net capital by a specified proportion. The
other reason is that the business development of the futures firms keeps the demand for funds,
while subordinated debt is a quick and sustainable manner for supplementing the capitals. This is

favorable for the futures firms to widen the channels of raising capitals. Financing of subordinated

debts by futures firms in 2016 is shown in
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Table 9: Financing of Subordinated Debts by Futures Firms in 2016

Amount of Subordinated

Company Effective Time of Contract Debts (RMB 10,000)
Galaxy Futures March 2016 30000 5 years
Shengxin Futures March 2016 500 3 years
Guangzhou Futures April 2016 13000 4 years
Huishang Futures May 2016 7000 3 years
Zhongda Futures May 2016 25000 5 years
Capital Jingdu Futures May 2016 6000 S years
Shidai Futures June 2016 400 5 years
Huatai Futures July 2016 60000 4 years
Beijing Capital Futures July 2016 8000 3 years
Yongan Futures August 2016 20000 40 months
Hengtai Futures August 2016 4000 4 years
CCB Futures August 2016 20000 5 years
Guofu Futures September 2016 5000 3 years
Zhongjin Futures December 2016 10000 8 years
Xinhu Futures December 2016 15000 4 years

Source: China Futures Association, Shanghai Institute of Futures and Derivatives
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Chapter IV Outlook of China's Futures Market

4.1 Futures Market Outlook

2017 will continue to be a year of strict supervision and innovative development for China' s
futures market. In order that 19th CCP Congress is successfully held, China's futures market will
continue to seck for satisfying the development requirement of the real economy, actively and
reliably developing and listing new futures products that satisfy the need of the real economy and
market conditions, deepening the support of the real economy, closely conforming to “One Belt,
One Road”initiativeand actively and reliably promoting the globalization scale of the futures
market. Meanwhile, on one hand, the regulatory authorities will perform further promotion for
accelerating the development and deepening the reformation for the futures market from the
perspective of national strategy, and on the other hand, the regulatory authorities will enhance
frontline supervision of the futures exchanges on the market, make a firm risk prevention, perform
“comprehensive supervision, strict supervision and supervision by law”, vigorously respond to any

illegal and disguised futures activities, and maintain the stable operation of the market.

4.1.1 Continuous Implementation of Comprehensive Supervision, Strict Supervision and

Supervision by Law and Guarantee of Stable Operation of Market

Liu Shiyu, a chairman of CSRC, emphasized in his speech in 6th General Meeting of Dalian
Commodity Exchange that, the futures supervision by the CSRC system was relatively weak
generally, and configuration resources are insufficient. Since April of 2016, themarket phenomena
of faster growth of the trading volume and large price fluctuation appear on the domestic futures
market. Therefore, the "Supervision by Law, Strict Supervision and Comprehensive Supervision”
concept shall be continuously implemented and the regulatory level of the futures shall be
continuously promoted in 2017. The futures exchanges will further strengthen the pivotal status
of the market, enhance the frontline supervision on the market and make a first firm defendant

line for risk prevention.

To further implement “comprehensive supervision and supervision by law”, it is crucial to issue

the futures law. On NPC and CPPCC in March of 2016, Gu shengzu, a vice chairman of the
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financial and economic committee of the NPC, and Yang Maijun, a former director of Shanghai
International Energy Trading Center, indicated that the futures law should be prepared more
quickly so as to promote the futures market to better support the national economy. Meanwhile,
in December of 2016, Fang Xinghai, the vice chairman of CSRC, indicated on the 12th China
(Shenzhen) International Futures Conference that CSRC would further improve the construction
of relevant laws and regulations and promote the legislation process of the futures law. The
enaction of the futures law will be favorable for compliant and legal development of the futures
industry, and will establish a solid basis for creating an equitable, transparent and efficient futures

market.
4.1.2 Steady Promotion of Product Innovation and Better Support of Real Economy

Continuous refinement of the futures and derivatives system is necessary to continuously
improving the market’s capacity to support the real economy and meeting the needs of financial
reforms and industrial risk management. In 2017, China's three futures exchanges will be
committed to the research on establishing a market demand-oriented product innovation
mechanism and will develop and list more new futures and options products that satisfy the
need of the real economy and market conditions. For example, Dalian Commodity Exchange
and Zhengzhou Commodity Exchange will steadily promote the listing work of soybean meal
options and white sugar options respectively; Shanghai Futures Exchange will continue to
actively promote the construction of the crude oil futures market; and all other exchanges will

also continue to promote the R&D and listing work of cotton yarn futures, glycol futures, pulp
futures and TSR 20 (rubber) futures.

4.1.3 Renovation of Illegal and Disguised Futures Activities and Emphasis on Risk Prevention

At present, China has a heavy task of preventing financial risks. Latest illegal and disguised futures
activities have a tendency to spread throughout the country while numerous P2P network loan
risks occur one after the other. Fang Xinghai, the vice chairman of CSRC, indicated on the 12th
China (Shenzhen) International Futures Conference that CSRC would coordinate with the
public security department and other departments to severely crack down illegal, disguised and
concealed futures trading of some spot transaction institutions of commodities, and would not
relent. The 3rd Joint Inter-Ministerial Meeting for Screening and Reorganizing Various Exchanges
was held in Beijing on January 9 of 2017. The Meeting informed current situations and problems
of the exchanges in accordance with requirements of the State Council for further screening and

reorganizing various exchanges, also clarified that member units of the Joint Inter-Ministerial
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Meeting, related departments and relevant functional units of of governments of all levels would
deeply develop a "look back" activity for screening and reorganizing the exchanges, took half a
year to focus on reorganizing, practically solved the lawbreaking problem of the exchanges, and

prevented and resolved financial risks.
4.1.4 Active and Reliable Enhancement of Globalization Scale of Futures Market

In 2016, a reverse globalization phenomenon appears in some developed countries. For example,
Britain retreated from Europe, and America had a tendency of gradually rising trade protectionism.
However, these cannot change a large trend of globalization. From a worldwide perspective,

globalization remains the theme and the extent of globalization will also continue to rise.

The futures market itself is a global market. Domestic and foreign enterprises and investors have
a strong need for continuously pursuing its own globalization strategies. In 2017, the futures
market will continuously seize the historical opportunities of transformation and upgrading of
the current industrial structure in China, closely conform to the demand of the "One Belt, One
Road" initiative, gradually extend the globalization of the futures market, select several futures
products which are influential globally for opening to foreign investors and industrial customers
gradually, and further increase the global influence of these products. Specifically, in terms of
product selection, the futures market will start with such products as iron ore and natural rubber
with higher international level, and then gradually extend to other products. Meanwhile, to adapt
to the internationalization need of relevant futures products, the futures exchanges will actively
attempt to establish transaction warehouses and offices abroad. Relevant regulatory departments
will continue to promote the improvement on tax policies together to realize normalization of the

bonded futures delivery.
4.2 Prospects of the Shanghai Futures Exchange

In 2017, the fundamentals of Chinese economic development will remain as strong as ever,
but China’s futures market will face a complex economic climate. In the sight of international
situation, due to deglobalization and rising trade protectionism, geopolitical risks are more
complex, economic recovery energy is inadequate and the global monetary environment will
present an overall loose posture. In the sight of domestic situation, in this "New Normal"
economy, the efforts on promotion of structural reform at a supply side obtain hard-won
achievements, but the pressure of economic downturn is still large. Under the condition that

changing factors are increased and interact, the change direction of the price of bulk commodities
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is uncertain and the real economy faces higher risks. It is very important to build an open,
transparent and healthy futures market, prevent systematic risks of a financial market, increase the
futures market's service efficiency in the real economy, etc. In 2017, Shanghai Futures Exchange
will work for serving a "Five In One" overall layout and a "Four Comprehensive" strategic
layout, unify the idea and lead the work using a new development concept, plan as a whole
in combination with 13th Five-Year Plan, do a solid job under the leadership of CSRC Party

Committee and embrace the upcoming 19th CPC national congress.

4.2.1 Earnest Implementation of Frontline Regulatory Responsibility and Prevention of

Systemic Risks

Shanghai Futures Exchange will solidly perform all the daily regulatory work in accordance with
"Supervision by Law, Strict Supervision and Comprehensive Supervision”, further strengthen the

frontline regulatory responsibility and guarantee the steady operation of the market.

Shanghai Futures Exchange will: (1) strengthen “supervision by law, strict supervision and
comprehensive supervision” on members,implement a new regulatory mode with regulatory
members as a core, clarify department responsibilities and regulatory contents, foster a normal
member check working mechanism, make a research on establishing a member reward and
punishment mechanism and further strengthen the frontline regulatory responsibility of the
exchanges for members; (2) strengthen the efforts to crack down the lawbreaking activities of
the market and implement zero tolerance for various lawbreaking activities. With respect to the
features of strong concealment and cross-market action in the lawbreaking activities of the futures
market, Shanghai Futures Exchange will further enhance information sharing and regulatory
cooperation, actively explore to establish a working mechanism with the monitoring center and
brother exchanges in aspects of transfer of regulator information, risk monitoring cooperation,

etc., and find and respond to potential lawbreaking activities of the market in time.

4.2.2 Concurrent Optimization of Existing Products and R&D of New Products, and

Consolidation of Market Service Function

Shanghai Futures Exchange will further exert their advantages in 2017, and make great efforts to
improve market’s breadth and depth to support the real economy. Shanghai Futures Exchange
will: (1) build the products precisely and carefully: comprehensively optimize the existing contract
products from the aspects of contract terms, detailed rules, brand registration, warehouse layout,

etc., increase the market's operation efficiency, give full play to futures market's function,especially
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enhance the transaction management level gradually, and continuously optimize the layout
of the transaction warehouse, including: focus on improving the available storage capacity
of nickel, rubber, asphalt and other products,carry out the transaction business of the steel
futures warehouses,research a continuous transaction system of noble metal futures,design
a comprehensive evaluation method of the transaction warehouse, gradually establish an
examination assessment system of the transaction warehouse, etc.; (2) foster product innovation:
orderly foster the research on futures products including stainless steel, scrap steel and moderately
thick plates, and on related derivatives products, further increase market's risk avoiding
tools,revise futures contracts of wire rod and fuel oil in good time,foster innovation on derivatives
of index futures, options, etc.,explore the "Insurance + Futures” business mode, precisely conduct
poverty alleviation, guarantee farmers' income and support the agriculture, the rural areas and the

rural population.

4.2.3 Preparation for Commodity Trading Platform and Construction of Multi-Level Capital
Market

To better provide services to the real economy and satisfy the diverse needs of the real economy,
Shanghai Futures Exchange will actively prepare for the commodity trading platform, provide
services to futures-related spot products and OTC derivatives, such as warehouse receipt trading,
spot contracts, forward trading, swap trading and spread trading, and gradually extend from
standard exchange-traded business to nonstandard OTC business. The establishment of the
commodity trading platform is conductive to a link to the needs of the real economy, effectively
extends the futures business, and opens futures and spot markets, exchange-traded and OTC
markets and domestic and overseas markets. In 2017, Shanghai Futures Exchange will work for

realizing the introduction of a warehouse receipt trading platform to satisfy the market demand.

4.2.4 Thorough Exploration of Globalization Path and Gradual Construction of

International Platform

As the "One Belt, One Road" initiative enters a substantial promotion phase from the top-level
design, in the aspects of fostering the ordered free flow of economic elements, efficient allocation
of resources and deep market integration of countries along the Belt and Road, Shanghai Futures
Exchange will do its best to provide more services for the "One Belt, One Road" initiative
in 2017, thoroughly explore the international path, and is committed to building a trading

platform in which domestic and overseas investors can participate widely and conveniently.
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More specifically, in 2017, Shanghai Futures Exchange will further deepen the preparation for
listing of crude oil futures and deeply assess and demonstrate the listing risk objectively; actively
and reliably foster the listing of TSR 20 (rubber), gradually adopt the globalization initiative,
introduce overseas investors and promote product internationalization; and explore the setup
work of the overseas transaction warehouse, further increase the quantity of overseas registration
brands and increase transaction resources. In addition, Shanghai Futures Exchange will also

respond to the call of CSRC and actively attempt to establish offices overseas.
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