Rules of the Shanghai Futures Exchange for the Administration of Abnormal Trading Behaviors
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Chapter 1
General  Provisions
Article 1
These Rules of the Shanghai Futures Exchange for the Administration of Abnormal Trading Behaviors (these “Rules”), formulated in accordance with relevant rules including the General Exchange Rules of the Shanghai Futures Exchange, Membership Rules of the Shanghai Futures Exchange, Risk Management Rules of the Shanghai Futures Exchange, and Enforcement Rules of the Shanghai Futures Exchange (“Enforcement Rules”), are made to regulate futures trading activities, safeguard the orderliness of the futures market, and promote its sound development.

Article 2
The Shanghai Futures Exchange (the “Exchange”) regulates futures trading activities and, upon the discovery of any abnormal trading behaviors, may initiate the corresponding handling procedures and impose self-regulatory measures on relevant members and customers.

Article 3
Futures firm members (“FF members”) shall duly supervise the trading activities of their customers; promptly discover, stop, and report abnormal trading behaviors; and shall not condone, induce, encourage, or support customers to engage in abnormal trading.

Article 4
When engaging in futures trading, non-futures firm members (“non-FF members”) and customers shall comply with applicable laws, regulations, and administrative rules and the market rules of the Exchange, comply with the self-regulatory actions of the Exchange, and voluntarily regulate their trading activities. Customers shall additionally accept the administration of FF members on lawful trading and compliance.

Chapter 2
Recognition  Of  Abnormal  Trading  Behaviors
Article 5
Any of the following situations during futures trading will be deemed an abnormal trading behavior by the Exchange:

(1) multiple trades between one’s own accounts (self trade);

(2) multiple trades between customers within a group of accounts with actual control relationship;

(3) frequent cancellation of orders within the same day, which may affect the futures trading price or mislead other market participants into trading futures (“frequent order cancellation”);

(4) frequent cancellation of large-amount orders within the same day, which may affect the futures trading price or mislead other market participants into trading futures (frequent large-amount order cancellation);

(5) the combined size of positions within a group of accounts with actual control relationship has exceeded the position limit prescribed by the Exchange;

(6) the volume of new speculative position opened in a listed product or futures contract in a single trading day has exceeded the intraday volume of new speculative position opened prescribed by the Exchange;

(7) placing trading orders via program trading in a manner that may adversely affect system security or the normal course of trading at the Exchange; and

(8) any other situation prescribed by the China Securities Regulatory Commission (“CSRC”) or identified by the Exchange.

Article 6
If any customer or any group of accounts with actual control relationship on an aggregate basis falls under any of the following circumstances, such customer or accounts will reach the threshold of the abnormal trading behavior of self trade, frequent order cancellation, or frequent large-amount order cancellation, respectively:

(1)
Five (5) or more self-trades in the same contract in any single trading day.

(2)
Five hundred (500) or more order cancellations in the same contract in any single trading day.

(3)
Fifty (50) or more large-amount order cancellations in the same contract in any single trading day. One “large-amount order cancellation” means cancellation of three hundred (300) lots or more by a single instruction.

Article 7
With respect to any listed product or futures contract, if the volume of new speculative position opened of a customer or the aggregate volume of new speculative position opened of a group of accounts with actual control relationship exceeds the intraday volume of new speculative position opened prescribed by the Exchange, such a situation shall be deemed an abnormal trading behavior.

Article 8
Where the combined size of non-hedging positions held by a group of accounts with actual control relationship exceeds the sum of the position limit prescribed by the Exchange and the aggregate size of approved arbitrage positions over the same period, such overage (“combined position over-limit”) will constitute an abnormal trading behavior.

Article 9
Trades executed among customers within a group of accounts with actual control relationship shall constitute an abnormal trading behavior.

Article 10
Activities such as self trade, frequent order cancellation, and large-amount order cancellation resulting from such transactions as fill-or-kill (FOK) orders, fill-and-kill (FAK) orders, and hedging trades will not be deemed as abnormal trading behaviors.

Article 11
If on a single trading day a customer or a group of accounts with actual control relationship on an aggregate basis meets the criteria of the Exchange to take actions for self trade, frequent order cancellation, or large-amount order cancellation with respect to its activities in two (2) or more contracts, the same kind of abnormal trading behavior in relation to these different contracts will be deemed a single occurrence of that abnormal trading behavior.

If on a single trading day a group of accounts with actual control relationship meets the criteria of the Exchange to take actions for combined position over-limit with respect to its positions in two (2) or more contracts, the combined position over-limit in all these contracts will be deemed as a single occurrence of abnormal trading behavior.

Chapter 3
Enforcement  Of  Abnormal  Trading  Behaviors
Article 12
The Exchange may take any of the following actions against a customer in the event of an abnormal trading behavior as defined in Article 5 of these Rules.

(1)
requiring an explanation;

(2)
placing the customer on the Exchange’s watch list;

(3)
notifying the relevant member;

(4)
arranging an interview;

(5)
requiring the liquidation of positions by a prescribed deadline;

(6)
suspending from opening new positions;

(7) 
force-liquidating its positions; and
(8)
taking any other measure within the power of the Exchange according to its market rules.

The Exchange shall publish the names of customers who have been suspended from opening positions and shall refer cases suspected to involve violation of laws or regulations to the CSRC for formal investigation.

Article 13
Where a customer’s self trade, frequent order cancellation, or large-amount order cancellation reaches the threshold for the Exchange to take actions for abnormal trading behaviors, the Exchange will do so according to the following procedures:

(1)
For any customer reaching the threshold for the first time, the Exchange will alert the customer’s FF member by phone on the same day, requiring it to promptly forward the alert to the customer and ordering it to educate, guide, dissuade, and prevent the customer from engaging in rule-breaking trades.

(2)
For any customer reaching the threshold for the second time, the Exchange will place it on a watch list and notify relevant members of the abnormal trading behavior.

(3)
For any customer reaching the threshold for the third time, the Exchange will, as of market close on the same day, suspend the customer from opening new positions for no less than one (1) month in general.
Article 14
Where the abnormal trading behaviors of self trade, frequent order cancellation, or large-amount order cancellation of a customer take place through two or more FF members, the Exchange will separately notify by phone the FF member involved in the highest number of each such type of abnormal trading behaviors.

Article 15
If a non-FF member has engaged in self trade, frequent order cancellation, or large-amount order cancellation that reaches the threshold for the Exchange to take actions for abnormal trading behaviors, the Exchange will do so according to the following procedures:

(1)
When the threshold is reached for the first time, the Exchange will alert the non-FF member by phone.

(2)
When the threshold is reached for the second time, the Exchange will require a senior manager of the non-FF member to attend an interview.

(3)
When the threshold is reached for the third time, the Exchange will suspend the non-FF member from opening new positions for no less than three (3) months in general.

Article 16
Where self trade, frequent order cancellation, or large-amount order cancellation within a group of accounts with actual control relationship has reached the threshold for the Exchange to take actions for abnormal trading behaviors, the Exchange will impose self-regulatory measures on such accounts by reference to Articles 13 to 15 of these Rules.

Article 17
If a combined position over-limit occurs within a group of accounts with actual control relationship, the Exchange will alert the relevant customers’ FF members by phone, who shall promptly forward the alert to the customers and educate, guide, dissuade, and prevent them from engaging in rule-breaking trades.

If a combined position over-limit involves accounts opened with different FF members, the Exchange will send the alert by phone to the FF member with the largest such position holding.
Article 18
If a combined position over-limit occurs within a group of accounts with actual control relationship, the Exchange will, after close of trading on the current day, notify the relevant FF members to require the customers concerned to close their positions.

If certain customers fail to close their positions within the first trading session of the next trading day, the Exchange will begin liquidating their positions one customer at a time by descending size of their respective total non-hedging positions, until the combined size of positions held by the whole group complies with the position limit prescribed by the Exchange.

Where the forced liquidation is to be performed by the Exchange, it will, as of market close on day of forced liquidation, suspend all accounts within the group from opening new positions for no less than one (1) month in general.

Article 19
If a combined position over-limit occurs within a group of accounts with actual control relationship, the Exchange will adopt the following self-regulatory measures in addition to the actions under Articles 17 and 18:

(1)
If the group reaches the threshold for actions by the Exchange for the first time, the Exchange will place accounts within the group on a watch list and notify relevant members.

(2)
If the group reaches the threshold for the second time, the Exchange will, starting from the following trading day, suspend accounts within the group from opening new positions for no less than ten (10) trading days in general.

(3)
If the group reaches the threshold for the third time, the Exchange will, starting from the following trading day, suspend accounts within the group from opening new positions for no less than six (6) months in general.

Article 20
If a combined position over-limit occurs within a group of accounts with actual control relationship that involve non-FF members, the Exchange will take actions by reference to Articles 17 to 19 of these Rules.

Article 21
A group of accounts with actual control relationship that is determined at daily clearing to be combined position over-limit on a contract may be exempted from the self-regulatory measure under Article 19 of these Rules if the size of positions held by the group in the contract does not exceed the position limit of the Exchange in effect at time of clearing on the preceding trading day.

A group of accounts with actual control relationship that is determined at daily clearing to be combined position over-limit on a contract may similarly be exempted from the self-regulatory measure under Article 19 of these Rules on the following trading day if on such trading day it cannot close its positions due to market factors and is combined position over-limit at time of clearing.

Notwithstanding the exemption from the self-regulatory measures of Article 19 provided by the foregoing two paragraphs to instances of combined position over-limit, the portion of combined positions in excess of the applicable position limits shall remain subject to the relevant provisions of Article 18.
Article 22
With respect to any listed product or futures contract, if the volume of new speculative position opened of a customer or the aggregate volume of new speculative position opened of a group of accounts with actual control relationship in a single trading day exceeds the intraday volume of new speculative position opened prescribed by the Exchange, the Exchange will, starting from the following day, suspend the customer or the accounts within the group from opening new positions for no less than three (3) trading days in general.

Article 23
Notices from the Exchange for any abnormal trading behavior that has reached the threshold for actions are sent out through phone calls or emails, Member Service System messages, or other electronic formats.

Article 24
The Exchange may take the following actions if an abnormal trading behavior has caused a significant increase in market risk:

(1)
adjusting the transaction fees;

(2)
collecting order fees, cancellation fees, and other fees from specific customers and all or some of the members;

(3)
requiring additional trade margins from some or all of the members at the same or different rates for either long positions, short positions, or both;

(4)
setting a limit on the intraday volume of new speculative position opened for various listed products and contracts, as well as for specific customers and all or some of the members; and

(5)
taking other actions permitted by the rules of the CSRC and the market rules of the Exchange.

Chapter 4
Supervisory  Responsibilities
Article 25
FF members shall closely monitor the trading activities of customers, take measures to prevent abnormal trading behaviors, and guide them to trade futures in a rational and compliant manner.

If any FF member discovers any abnormal trading behaviors under Article 5 of these Rules from a customer during futures trading, it shall alert, dissuade, and stop the customer and promptly report the situation to the Exchange in writing.

Article 26
After the Exchange has imposed a self-regulatory measure on a customer for abnormal trading behavior, the relevant FF member shall promptly notify the customer, retain related evidence, and take effective measures to regulate the future trading activities of the customer.

Where a customer is involved in any of the abnormal trading behaviors under Article 5 of these Rules, the Exchange may, depending on the severity of the situation, impose such self-regulatory measures on the relevant FF members as sending an alert by phone, requiring attendance at an interview, conducting an off-site or on-site investigation, and issuing a warning letter or opinion letter.
Article 27
If an FF member falls under any of the following circumstances, the Exchange will order it to make corrections and impose such self-regulatory measures as sending an alert by phone, requiring attendance at an interview, and issuing a warning letter or opinion letter.

(1)
failing to promptly and accurately communicate to customers the self-regulatory measures taken by the Exchange;

(2)
failing to take effective measures to stop abnormal trading behaviors of customers;

(3)
condoning, inducing, encouraging, or supporting customers to engage in abnormal trading behaviors; or

(4)
failing to duly assist in the investigation of suspected violation of laws or regulations as required by the Exchange, or willfully obstructing progress or concealing or omitting facts.

Article 28
Any FF member who has been issued two warning letters from the Exchange for neglect of duty will be issued an opinion letter for the third occurrence of negligence.

Any negligence that constitutes other types of misconduct will be handled in accordance with the Enforcement Rules.

Chapter 5
Miscellaneous
Article 29
Unless otherwise provided by these Rules, non-FF members shall be administered by reference to the provisions applicable to customers.

Article 30
The Exchange reserves the right to interpret these Rules.

Article 31
These Rules are effective as of May 11(trading day), 2018.
