Annex 1 

[bookmark: _GoBack]Revision Notes

To further improve the quality and efficiency of services for the real economy and provide market participants with more diversified trading instruments, Shanghai Futures Exchange (SHFE) proposes to introduce market order and spread order, and revise relevant rules including the Trading Rules of the Shanghai Futures Exchange (the “Trading Rules”), the Options Trading Rules of the Shanghai Futures Exchange (the “Options Trading Rules”), the Risk Management Rules of the Shanghai Futures Exchange (the “Risk Management Rules”), and the Administration of Abnormal Trading Behaviors Rules of the Shanghai Futures Exchange. Main revisions are as follows:

1. Adding the definitions of market order and spread order, and optimizing order sizes. SHFE intends to revise the Trading Rules and the Options Trading Rules to add market order and spread order for futures trading, and market order for options trading. Considering the differences in the scenarios where different order types are applied, SHFE proposes to delete the provision of “A maximum of five hundred (500) lots may be executed in one limit order” in Article 32 of the Trading Rules, and authorize SHFE to specify the minimum and maximum order sizes based on actual market conditions by notices, guidelines and other documents.

2.  Specifying that self-trades resulting from spread orders will not be deemed as abnormal trading behaviors. Spread orders are subject to special mechanisms such as implied-in and implied-out executions. When placing spread orders, it is difficult for clients to anticipate whether their orders will be executed through direct matching or via implied trading, and to avoid self-trades through their own actions. Moreover, certain self-trades resulting from spread orders may not constitute intentional acts on the part of the client. Thus, SHFE proposes to revise the Trading Rules to specify that self-trades resulting from spread orders will not be deemed as abnormal trading behaviors.

3. Improving the definition of limit-locked market and applicable rules. Under the current rules, the determination of limit-locked market requires that the following two conditions be met simultaneously: (1) there are only bid (ask) orders at the limit price without any ask (bid) orders at such price, or any asks (bids) are instantly filled while the limit price still exists, within the last 5 minutes; (2) the last price equals the upper (lower) limit price within the last 5 minutes. To simplify the rules concerning limit-locked market and make it easier for market participants to understand, SHFE proposes to delete the second condition from the rules. Meanwhile, to ensure that the rules concerning limit-locked market are applied more accurately, SHFE proposes to add “from the date when a futures contract is first traded” in Article 13 of the Risk Management Rules as a precondition, to exclude the application of the rules to the contracts that have not been traded since listing.

