Appendix 1

Revision Notes

To guide market makers to fully perform their liquidity provision function, Shanghai Futures Exchange (“the Exchange” ) plans to revise the Market-Making Management Rules of the Shanghai Futures Exchange (the Market-Making Rules). The specific revisions are as follows:
First, it clarifies that if a Market Maker’s status is waived or revoked, the Exchange will not accept its application for market maker qualification on the corresponding product within one year. In Article 12 of the Market-Making Rules, “If a Market Maker’s status is waived or revoked, all related agreements it has entered into with the Exchange shall automatically terminate on the day the Exchange notifies it of the termination of its qualifications.” is revised to “If a Market Maker’s status is waived or revoked, all related agreements it has entered into with the Exchange shall automatically terminate on the day the Exchange notifies it of the termination of its qualifications. The Exchange shall not accept its application for Market Maker qualification on the same product within one (1) year from such disqualification.”
Second, it clarifies the definition of the two-sided quote order for market makers. The definition is added to Article 17 as “The Market Maker may apply two-sided quotes order. Two-sided quotes order refers to a limit order under which the bid and offer declarations are simultaneously made for the same contract. After issuance of new two-sided quotes order for the same contract, the declaration without transactions concluded under the original two-sided quotes order will be withdrawn automatically.”
Third, it adjusts the circumstances under which a Market Maker is released from its quoting obligation:
1. For a futures market maker, the circumstance of “the contract to be quoted on is in a Limit-Locked market” stated in Article 21 of the Market-Making Rules is deleted, and three circumstances are added, i.e. “during the futures contract’s call auction”“when the market making-contract reaches the limit price” and “when the main contract for a futures product reaches the limit price.”
2. For an options market maker, the circumstances of “the underlying futures contract is in a Limit-Locked market” and “the options contract is in a limit-locked market” stated in Article 22 of the Market-Making Rules are deleted, and three circumstances are added, i.e. “during the option contract's call auction”“when the underlying futures contract reaches the limit price” and “when the option contract reaches the limit price.”
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