
Appendix 1
Revision Explanation

Shanghai Futures Exchange (“SHFE”) plans to internationalize its nickel futures and nickel futures option. Focusing on strengthening regulation, preventing risks and promoting high-quality development of the futures market and based on the futures regulatory system with Chinese characteristics, this internationalization aims to engage overseas special participants (“OSPs”), overseas intermediaries, and overseas clients (collectively, “overseas participants”) into the trading process of SHFE nickel futures and nickel futures option. This document provides an explanation on the revised parts of the Nickel Futures Rules of the Shanghai Futures Exchange.

Participants
In Article 2 of the Nickel Futures Rules of the Shanghai Futures Exchange, add “Overseas Special Participants, Overseas Intermediaries” to specify that overseas special participants, overseas intermediaries and overseas clients shall comply with these these Nickel Futures Rules when participating in nickel futures trading.

Transfer of Positions

Add the position transfer provisions as Articles 13, 14, and 15 to the Nickel Futures Rules of the Shanghai Futures Exchange.

First, Article 13 clearly specifies that the entities are “An eligible transferor may apply to the Exchange for a transfer of positions to an eligible transferee. The transferor and transferee can be a Client, Non-Futures Firm Member, or Overseas Special Non-Brokerage Participant (“OSNBP”).”

Second, Article 14 and Paragraph 1 of Article 15 clearly specify that the procedures are “Applications for transfer of positions shall be submitted within the time period specified by the Exchange. An application shall be created by the transferor and, following its confirmation by the transferee, submitted to the Exchange. Submission shall be made by the relevant Futures Firm Member (“FF Member”) if any of the transferor or transferee is a Client, by the relevant FF Member that provides clearing services if any of the transferer or transferee is an OSNBP, and by the transferor or transferee directly if any of them is a Non-Futures Firm Member (“Non-FF Member”).” and “After receiving an application for transfer of positions, the Exchange will review the eligibility of the transferor and transferee and, if the application passes the review, process the transfer on the same day.”
Third, Paragraph 2 of Article 15 clearly specifies that the content of position transfer only includes positions.
Finally, Paragraph 3 of Article 15 stipulated that “The specific requirements for transfer of positions will be separately established by the Exchange.”

Risk Control
In Article 31 of the Nickel Futures Rules of the Shanghai Futures Exchange, add OSNBP to specify overseas participants’ percentage-based position limit and fixed-amount position limit for each nickel futures contract at different stages of trading.
In Article 32 and 33 of the Nickel Futures Rules of the Shanghai Futures Exchange, add “an OSNBP” into “Trader” to specify that overseas participants shall adjust its general positions held under its trading code and shall comply the principles and methods of a forced position reduction.


