Appendix 3
Key Points of Reference in the Implementation Plan and Internal Rules for Market-Making Business
The market-making business implementation plan, the internal control rules and the risk management rules shall cover the following:
(1) The market-making business implementation plan shall include, but is not limited to, an overall plan for market-making business, market-making strategies, quote management, and market-making technology system development;
(2) The internal control rules shall include, but are not limited to, operation management, compliance and internal control, supervision for market-making, and posts and responsibility management;
(3) The risk management rules shall include, but are not limited to, market risk management, operational risk management, liquidity risk management, compliance risk management, warning mechanism, and contingency plans.
	
	Major Aspects
	Key Points

	Trading Implementation Plan

	1
	Overall plan for market-making business
	Amount and source of funds, staffing arrangements, evaluation mechanism for the market-making business of the corresponding product

	2
	Market-making strategies
	Pricing model, and quoting strategies, hedging strategies, etc.

	3
	Quote management
	Bid-ask spread, order size, and contract coverage ratio, etc.

	4
	Market-making technology system development
	Basic functions, stability, reliability, etc.

	Internal Control Rules

	1
	Operation management
	Elements of market-making operation management(process management, adjustment and monitoring mechanisms, etc.)

	2
	Compliance and internal control
	Authorization management mechanism, investment decision-making procedures, and business segregation mechanism, etc.

	3
	Supervision for market-making
	Supervisory measures taken by the company for market-making, etc.

	4
	Posts and responsibilities
	Departments and personnel related to market-making business and their responsibilities

	Risk Management Rules

	1
	Market risk management
	Management of overnight risk, significant price fluctuation risk, Greeks risk, stress testing, etc.

	2
	Operational risk management
	Front-end control such as rationality check and limit of authority, preventive measures for operational errors, etc.

	3
	Liquidity risk management
	Management of expiring positions and settlement risk, funding liquidity management, forced liquidation management, etc.

	4
	Compliance risk management
	Position limit management, abnormal transaction monitoring and prevention, etc.

	5
	Warning mechanism
	Risk monitoring indicators, risk limits, and the corresponding alert mechanism

	6
	Contingency plan
	Mechanisms and handling procedures for contingencies such as system failures, operational errors, abnormal transactions, etc.
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