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Shanghai Futures Exchange: listed products

Precious metals

Ferrous metals Energy & chemical
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» There are currently 15 futures products in 4
categories available for trading e  Ferrous metals category (3): Rb, Wr, Hc
e Nonferrous metals category (6): Cu, Al, Pb, Zn, Ni, Sn e  Energy & chemical category (4): Ru, Bu, Fu, Sc
e  Precious metals category (2): Au, Ag
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Concerted development of nonferrous metals industry
and futures market

Trading volume of nonferrous metals futures & ten nonferrous metals output (2001-2017)
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» China is recognized as the globally-largest producer and consumer of nonferrous metals
e  The output of ten nonferrous metals including copper and aluminum reached 53.7781 million tons in 2017.
e The percentage represented by each of the 6 nonferrous metals output (namely, copper, aluminum, lead,
zinc, nickel and tin) is 36.57%, 50.73%, 44.11% ,46.3%, 29% and 48.21%, respectively.
» Nonferrous metals futures product is China’s most mature futures product.
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Steady development of nonferrous metals futures market

Listing and transactions of nonferrous metals futures products (2000-2017)
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» Futures product category has been improved
e  Zn futures (2007), Pb futures (2011), Ni & Sn (2015) had been listed for trading

> Rapid growth and steady development of the market

e  The continuous trading of nonferrous metals futures was achieved in 2013.

e As for the 6 nonferrous metals futures products, 299 million lots were traded in 2017 with the turnover
reaching 36.98 trillion yuan.
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World ranking of nonferrous metals futures

World ranking of metal futures products in 2017

Rank Contract |Jan—Dec 2017 Vol | Jan-Dec 2016 Vol | Vol % Change

1 Steel Rebar Futures, Shanghai Futures Exchange 702,019,499 934,148,409 -24.8%

2 Iron Ore Futures, Dalian Commodity Exchange 328,743,737 342,265,309 -4.0%

3 Hot Rolled Coil Futures, Shanghai Futures Exchange 103,131,555 43,281,751 138.3%

‘ 4 Zinc Futures, Shanghai Futures Exchange 91,449,266 73,065,922 25.2%
- 5 Nickel Futures, Shanghai Futures Exchange 74,154,526 100,249,941 -26.0%
6 Gold (GC) Futures, Commodity Exchange (COMEX) 72,802,171 57,564,840 26.5%

— 7 Aluminum Futures, Shanghai Futures Exchange 65,423,439 44,391,785 47.4%
- 8 Copper Futures, Shanghai Futures Exchange 54,100,135 72,394,915 -25.3%
9 Silver Futures, Shanghai Futures Exchange 53,111,169 86,501,561 -38.6%

10 Aluminium Futures, London Metal Exchange 51,429,383 53,073,441 -3.1%

11 SPDR Gold Shares ETF Options * 33,418,599 52,017,471 -35.8%

12 Copper Grade A Futures, London Metal Exchange 33,885,113 36,947,881 -8.3%

13 Special High Grade Zinc Futures, London Metal Exchange 29,642,124 26,942,407 10.0%

14 Copper (HG) Futures, Commodity Exchange (COMEX) 27,051,503 21,524,547 25.7%

15 Silicon Manganese (SM) Futures, Zhengzhou Commodity Exchange 24,921,207 1,364,525 1726.4%

Data source: FIA

> Zinc, nickel, aluminum and copper futures on SHFE ranks, respectively, fourth, fifth,
seventh and eighth among the metals futures products worldwide.
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Overall transactions of nonferrous metals futures

Transactions of China’s
nonferrous metals futures products in first half of 2018

Trading volume Turnover
FroeE! (ten thousand lots VO (trillion yuan) VO
Copper 2494.32 -5.49 6.51 5.38
Aluminum 2554.75 -0.45 1.85 3.99
zZinc 3536.51 -28.00 4.38 -19.61
Lead 466.22 -15.52 0.45 -6.66
Tin 129.43 22.35 0.19 25.33
Nonferrous metals
in total 15546.20 0.63 20.06 23.11

Data source: SHFE

> From the perspective of trading volume: nickel>zinc>aluminum>copper>lead>tin;
From the perspective of turnover: nickel>copper>zinc>aluminum>lead>tin

> Tin futures market in the first half of 2018:

Distribution map for China’s nonferrous
metals futures products transaction in first half of 2018

Data source: SHFE
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e 1.2943 million lots were traded, up by 22.35% YoY Turnover reached 0.19 trillion yuan, up by 25.33% YoY.
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e Tin futures represents 0.24% of SHFE tgkal trading vQlul nd 0.5% of the turnover.
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Listing of nonferrous metals brands

Nonferrous metals delivery brands listed in SHFE (as of end-2017)

Copper Aluminum Lead Zinc Nickel
Domestic brand 28 39 20 23 6
Overseas brand 30 3 0 3 3
Total 58 42 20 26 9
Output of d‘(’lr?)‘fgggﬂfs")“ed brands 600.9 903.2 220.6 3615 21.9
Ratio of domestic total output (%) 67.6 28.3 46.8 58.1 66.2

Data source: SHFE

As of end-2017

O
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The output of domestically-listed nonferrous metals delivery brands on SHFE
reached 21.263 million tons.

A total of 123 Chinese companies and 39 overseas companies were listed.



Designated delivery warehouses of nonferrous metals futures

Distribution of SHFE-designated nonferrous metals delivery warehouses (as of end-2017)

E§St SOl.Jth No.rth Ceqtral Southwest | Total
China China China China
Copper 21 2 - 0 - 23
- Aluminum 29 5 3 6 2 45
"_!_; Zinc 18 4 - - - 22
% Lead 10 3 3 16
= Nickel 16 . . - - 16
Tin 4 2 - - - 6
Total 97 16 6 7 2 128

Data source: SI-lFE - - D_ata_sour_ce: S'._IFE. - - -
> The aluminum futures delivery warehouse is preliminarily distributed nationwide. Tin
delivery warehouse is distributed in East China and South China.

> Along with the execution of “One Belt One Road” strategy and the opening-up of futures
market, the delivery warehouses will be distributed worldwide.
@ VS N S X5 10
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Transactions of China’s tin futures

Trading volume, turnover and positions of tin futures
during the period from the listing to the end-June of 2018
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»  Tin futures contract was listed for trading on March 27, 2015.

»  Tin futures had operated stably with active market transactions during the period from the listing to the
end-June of 2018.

° Total trading volume reached 7.062 million lots (unilateral); total turnover reached 926.68 billion yuan (unilateral); daily average
open interest: 16,005 lots (bilateral)
° Tin price fluctuated relatively sharply in the first half of 2018, with the trading volume and turnover (May 30) as well as positions

(May 31) all reached record high since it was Iis'y_d.
> Libmtibe 11
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Correlation of tin futures price both domestic and abroad

Domestic tin futures and spot price trends Domestic and overseas tin futures price trends
10000 yan from 2015 to the first half of 2018 10000 from 2015 to the first half of 2018
},1’&_ s SMM spot price ),.','3'( s SHFE futures price ";;.n

LME futures price

SHFE futures price 155
- - —
'W s -

35

128
12 115
108
11

\E

0 >
-r

=
‘

‘ ‘ ‘

Data source: SHFE; Reuters Data source: SHFE; Reuters

— "

- - - — - '

»  Domestic tin futures is highly consistent with the price trend on the spot market
° Price correlation coefficient was 0.996 from 2015 to the first half of 2018

»  Domestic tin futures is highly consistent with the overseas futures price trend

° Price correlation coefficient was 0.942 from 2015 to the first half of 2018; China abolished the 10% tariff on tin
ingot export in 2017.
7N LiLIATE 2 LT
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Inventory serves as an important indicator to reflect supply
and demand

SHFE tin inventory and warrant from 2015 to the first half of 2018
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» The delivery warehouse inventory of SHFE tin futures reached 7,717 tons and futures
warrant reached 6,538 tons as of the end-June of 2018.

» The inventory of domestic tin market is gradually becoming visible and transparent.
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Interpretation of SHFE inventory indicators

TIN Unit: Tonnes
Previous week This week Change Available storage capacity
\Warehouse Subtotal Futures Subtotal Futures Subtotal Futures  Previous week This week Change
Guochu Tianwei 1551 1303 1441 1109 -110 -194 1697 1891 194
Shanghai Zhongchu Dachang 861 741 836 703 -25 -38 2259 2297 38
Subtotal 2412 2044 2277 1812 -135 -232 3956 4188 232
Nanchu 477 252 415 252 -62 0 2748 2748 0
Guangdong 830 Huangpu 2900 2363 2802 2277 -98 -86 637 723 86
Subtotal 3377 2615 3217 2529 -160 -86 3385 3471 86
Zhongchu Wuxi 0 0 0 0 0 0 2000 2000 0
Jiangsu SIPG Logistics Suzhou 1798 1793 1794 1777 -4 -16 207 223 16
Subtotal 1798 1793 1794 1777 -4 -16 2207 2223 16
Total 7587 6452 7288 6118 -299 -334 9548 9882 334

» Futures: referred to those quantity that has been registered as futures warrant by the
registered delivery brand in the designated delivery warehouse

» Subtotal: referred to the futures warrant and the spot quantity that could be registered as
the futures warrant in the warehouse (note: non-delivery brand in the warehouse is not
included in the statistics)

@ EioARTE 3 LW 14
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Listed delivery brands of tin futures

Listed brands, packaging standard, premium and discount standard for SHFE tin ingots

raessetsres | wrmce o Fterremts amtscors nrves ’ A ecave
ey et e “re agpres € ramten et L = T £ e cresont
~ . e~
- - s | 2103 00000 | vv Feveoee s Py pu— T T
-
Sh
- . —~ | sarae
-
.
....... - ~~ e, e -
-
- s | T . ] wearvesens | amacas - —~—~ - -
..........
.
< =
- - smeven —~ o~ -
o~ g
v
-~
- .. -~ . v ~r o o~ -
Pasesbengy wesen | T U b .
O CrLrve . v asrrenimen 7015 v R e B TN et
Rrvsentteragy | | etenemes P &VIoLL
ST

Data source: SHFE

There are 7 listed delivery brands in tin futures as of the end-2017, with the deliverable
output reaching 101,000 tons, or 63.8% of the national total, which can satisfy the
market delivery demand.

The work of listed delivery brands will continue to be promoted in the next step.
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Designated delivery warehouses of tin futures

SHFE-designated delivery warehouse & premium and discount standard

No .o Warehouse.

Addrass.

Premium and discount standard .

in different places.

Tianwei Warehousing Co.,

Xingta Road No.1289, Huangdu

A\

1. Ltad., Shanghai Suochu Industrial Park, Jiading District, Standard price.
Sroup. Shanghal Municipality
Nanda Road No. 137, Baocshan e
District, Shanghai Municipality. Sandeand. prios,
2. CMST Development Co., Ltd.. .
Chengnan Road No.32-1, Wuxi
Standard price.
City, Jiangsu Province-
Guangdong Branch No. 830, Kaifa Avenue No.1330, Luogang
2 State Reserve Bureau. District, Guang=z=hou City. Standard price:
Fo-Luo Highway No. 166,
4. Nanchu Management Group. Chancheng District, Foshan City, Standard price.
Suangdong Province. )
Gangcheng Road No.8, Suzhou
i WV h i Nati 1 ~N £ Hi-t h
5. Jinshu arehousing ationa aw ec Standard price.

(Shanghal) Co., Ltd., SIPG.

Data source: SHFE

particularly small.

Incdustrial Development Zone
(SND), Suzhou City.

Storage method: indoor storage inside warehouse

) National standard GB/T728-2010

SHANGHAI FUTURES EXCHANGE
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Principle for establishment of delivery warehouse: principle of consumption/distribution center

Regional premium and discount: temporarily not available
[ Given the relatively higher unit value of tin ingots, the ratio of regional freight difference against the tin value is
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Outlook for
China’s nonferrous metals futures market
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SHFE business innovations in 2018
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Crude oil futures was listed for trading

Denominated Denominated in RMB, foreign currency can be used as margin
currenc

Price Net price trading—quoted price excludes tariff and VAT, etc.

implication

Bonded delivery—bonded oil depot, warrant delivery
mode
Participants Domestic and overseas investors

Trading

: Medium sulfur-containing crude oil
subject

@ Lo 2 LT
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Simulated trading of copper futures

Relevant parameters and position

Simulated trading contract of copper futures option

Contract subject matter

Cathode copper futures contract (5 tons)

limit quantity of copper futures option

- - Item Parameter value of simulated trading
Contract type Call option, put option =
Tr:’;\dlng unlt. . 1 lot cathode copper futures contract Option pricing adopts risk-free interest rate (one-year deposit rate of the central bank
Price quotation unit RMB yuan/ton initial volafility of oni . 90-day historical volatility
Minimum price 1 vuan/ton nitial volatility of option pricing of the underlying futures main contract
variation y Option opening charge 5 yuan/lot
Price limit Same as the cathode copper futures contract Option closing charge 5 yuan/lot
Contract months Same as the underlying futures contract Option closing today charge 5 yuan/lot
Trading hours 9:00 ~11:30 a.m. 1:30 ~ 3:00 p.m. and other time periods as Option exercise (performance) charge 5 yuan/lot
specified by the exchange - .
- - - Opening charge for the futures which is generated after
The 5th day f last the first th to th 0 yuan/lot
e oth day from last in the first month prior to the the exercise (performance)
Last trading da underlying futures contract delivery month, and the last oo rr—— c =
g day trading day could be adjusted by the exchange in case of pHion ST ecoing charge yuano
legal holidays. Fut:fres self-hedging charge after the exercise 0 yuan/ot
Expiration day Same as the last trading day (pe ‘ormance) —
Exercise price covers the price range corresponding to the Maximum order of the limit order 100 yuan/iot

Exercise price

+/- one times the price limits and the settlement price in the
previous trading day of the cathode copper futures contract.
Exercise prices40000yuan/ton, exercise price spacing is
500yuan/ton. 40000yuan/ton<exercise prices80000yuan/ton,
exercise price spacing is 1000yuan/ton. Exercise price
>80000yuan/ton, exercise price spacing is 2000yuan/ton.

Exercise mode

European mode, the buyer can apply for or give up exercise

Position limit of
the simulated-

From the futures contract listing to the
second month prior to the delivery month
(from the option contract listing to the first

month prior to the expiration month )

The first month prior to the futures
contract delivery month
(Option expiration month)

rights before 15:30 p.m. on the maturity date

Trading code

Call option: CU-contract month-C-exercise price
Put option: CU-contract month-P-exercise price

O

traded copper Limit amount (lot, unilateral) Limit amount (lot, unilateral)
futures option Non-
Non-futures ) Market futures . Market
company Client Client
member maker company maker
member
5000 5000 10000 1600 1600 3200
Lib AT Z LTS 20
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Bulk trading platform came online

Existing futures and options business

Price discowvery
Hedging

strategy

—

Futures risk management
mDIU’EFEIfIEd investment

[ auction  aeieii
Auction for commodity pick-
I':rrm reascnahble FI-FEI11IIJ I}untatlnn e Lo time, site, brand

ﬁt{ h new futures vari F_-t

Rizk management

Share market resourc E

Bulk commodity trading business

Satisﬁr Eustﬁ

personalized

L arranttradlng

and quantity

bpcrt Satisfy

demand

fc»r diversified risk
management

)y

corporate

» Address the conflict between the standardization of futures market trading and the

diversification of customer demand

e Relatively-concentrated delivery sites vs. relatively-scattered industrial layout; Fixed delivery time vs. flexible

spot trading time

e  Standardization of delivery specifications vs. diversity of spot trade quality; Single transaction mode of
centralized bidding vs. various demand such as inquiry transaction

»SHFE bulk commodity trading platform came online on May 28
e Copper and aluminum were the first batch of products to come online

O
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Transactions of bulk trading platform

Ceremony for bulk trading platform to come online

» As of July 5, 2018

There were accumulatively 951 standard warrant trading for copper and aluminum, with 7,969 warrants in total;
The accumulative trading volume was 199,600 tons and the accumulative turnover reached 4.809 billion yuan.

In the first month after it came online, a total of 238 warrant traders applied for registration.

Seller quotation is currently available, premium/discount quotation and full price quotation are adopted.

After success of the pilot project, it shall be gradually extended to lead, zinc, tin, nickel and non-standard warrant
trading

» Trading platform needs to be improved and optimized continuously

Margin ratio of invoice is relatively higher, tax (stamps duty)
7N kS % 3 45
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Tin futures contract to be continuously optimized and deepened

Discontinuous problem of contract

19578
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» Discontinuous problem of tin futures contract: the main contract jumps in January-May-
September

® |tis not advantageous for futures price to become the pricing benchmark of the spot industry; The hedging target
and result of companies by utilizing the futures market is influenced.
» Main reason: relatively lower ratio of industrial clients

® Ratio of corporate clients in copper and other products transactions is 60-70%, tin merely around 15%.

» To be addressed by the introduction of market-maker system and measures



Innovative products of nonferrous metals futures market

Il —
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Alumina futures and aluminum alloy futures products

b

» Introduction of alumina and aluminum alloy futures
e In-depth industrial survey, design of futures contract and relevant rules
e  Product marketing and investors education activity

» Support fund companies to develop ETF or LOF products for the listed nonferrous metals
futures
» SHFE nonferrous metals index futures should be listed for trading ASAP
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Promotion of nonferrous metal barcode technology in the industry

Non-uniform barcode format, difficult to read data, Encoding Rule and Barcode
Identification for Non-ferrous Metal Smelting Product

poor universality across the upstream and downstream
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ﬁromotion of nonferrous metal barcode technology in the industry (2)

/ » Basic principle
V"I © Code structure

encoding

* Symbol type
/ * Symbol quality
ECEER] © Symbol carrier

identification . Symbol pOSitiOﬂ

Encoding Rule and Barcode

i

Product category
two-digit numbers

Product grade

Enterprise code o
A two-digit numbe

ree-digit numbers

Net weight Production date

five-digit number /s six-digit number,
Product unique

production
serial number
seven-digit

.

SHANGHAI FUTURES EXCHANGE
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Identification for Non-ferrous Metal Smelting Product

The unified industry code
for nonferrous metal
smelting products includes
enterprise code, product
category code, product
grade code, production
date code and product
unique production serial
number code as well as the
net weight code, with the
six data items consisting of
25-digit code.



" A
Conclusion

m The robust development of China’s nonferrous metals futures market
provides the industry with favorable risk management vehicles and

pricing mechanism
China’s tin futures market operate steadily since its listing, but with relatively fewer trading
volume and lower participation degree

The tin futures trading volume, turnover and position all reached record high ever since its listing
in the first half of 2018.

m SHFE accelerates product innovation and market service in 2018
Crude oil futures was listed on March 26 for trading, nonferrous metals futures market will speed
up the opening-up process
Simulated trading of copper future option has already started.
Bulk commodity trading platform (copper and aluminum) has came online
Both the product innovation and listing work are accelerated for stainless steel futures and
alumina futures

m SHFE is actively promoting the application of nonferrous metals barcode
technology to the whole industrX
\_/3 EhIATE 3 LS 27
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