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Natural Rubber Overview

Natural Properties 

Natural rubber refers to elastic solid substance obtained from natural latex through coagulation, drying and other process, which is collected from rubber trees (Heava Brasiliensis). The natural rubber (C5H8) n is polymer chemical compound mainly consisting of polyisoprene with more than 90% of rubber hydrocarbon and small amount of proteins, aliphatic hydrocarbons, sugar and ash. 

The natural rubber is characterized with its physical characteristics of which the elasticity remains stable with some plasticity in normal temperature.  Also, it has good mechanical strength and less hysteresis. Even, after repeated deformations, it generates low heat and it has good flexing resistance. Due to non-polarity, natural rubber has good electrical insulation. 

Its chemical characteristics of unsaturated double bonds, which cause it susceptible to the light, heat, ozone, radiation, bending, copper and manganese, antiager-added natural rubber, however, could extend its life for more than three years, even in extreme conditions for exposing in strong sunlight. 

The Media-corrosion-resistant property of natural rubber allows a good alkali resistance but not for strong acid. Its non-polarity property enables it to endure polarity solvent but not non-polarity solvent. Hence, in general, it has poor performance in oil resistivity and solvent resistance. Those of hydrocarbon, halogenated hydrocarbon, carbon disulfide, ether, advanced ketone, and higher fatty acid play a role in dissolving natural rubber while affected by plastifying. Lower ketone, lower ester and alcohol, on the other hand, are the non-solvent to natural rubber. 

[image: image1.png]



Product Classification and Quality Standards

The natural rubber is basically divided into two categories: solid natural rubber (sheet and grainy rubber) and concentrated latex. The former takes large proportion in our daily life. 

The rubber sheets are classified into ribbed smoked sheet, air-dried sheet, white-wrinkled sheet and brown-wrinkled sheet and so on. Smoked sheet is the most representative rubber type. It once was the most commonly used rubber product, with the largest consumption volume in the widest areas. Smoked sheet is classified into six grades: the special grade, grade I, grade II, grade III, grade IV and grade V. Rubber sheets lower than grade V are considered as off-grade rubber. 

The grainy rubber (i.e. standardized rubber and also called technically specified rubber TSR) is graded according to internationally widely recognized specifications and physical efficacies, including dust content (dominating indictor), initial plasticity, plasticity retention rate, nitrogen content, volatile matter content, ash content, color and luster. According to national standard GB/T8081-2008, TSR is graded subject to TSR performance and raw materials producing TSR (see the Table below).
Technically Specified Rubbers (TSR) grade

	Raw materials
	Characteristics
	Grade

	Fresh latex 
	Viscosity specified
	CV

	
	Light rubber, and specified color indicators
	L

	
	Viscosity or color not specified
	WF

	Rubber sheet or solidified mixed latex
	Viscosity or color not specified
	5

	Processing rubber and (or) rubber sheet
	Viscosity not specified
	10 or 20

	
	Viscosity not specified
	10 CV or 20CV


The natural rubber grades for standard contracts delivered by Shanghai Futures Exchange are domestic natural rubber (SCR WF) and imported smoked sheet No. 3 (RSS3). Brand delivery for domestic natural rubber (SCR WF): registered brands certified by the Shanghai Futures Exchange whose quality meets international standard GB/T8081-2008.Certification delivery at the place of origin for imported rubber smoked sheet No. 3 (RSS3): imported rubber smoked sheet No. 3 (RSS3) produced in Thailand, Malaysia, Indonesia and Sri Lanka whose intrinsic quality and external package comply with Quality of Natural Rubber Grade and International Packaging Standard (Green Book) (1979 Edition) formulated by International Rubber Quality & Package Conference (IRQPC).

Main Purpose

Because of the aforementioned physical and chemical characters, especially in elastic resilience, insulativity, water-resisting, plasticity, in addition, the processed latex possesses oil-proof, acid-resisting, alkali-resisting, cold-resistant, high compressive strength, anti-friction, which enables wide applications, such as rain boots, warm-heating pad, elastic band in our daily life; surgeon gloves, race track and condom in medical field; various types of tires in transportation field; conveyer belt, moving belt, acid-proof and alkali-resisting gloves in manufacturing industry; irrigation hose, ammonia water bag in farming field, sounding balloon in aviation field, sealing machines, shockproof equipment in scientific laboratory; aircrafts, tanks, cannons, gas masks in national defense and even for the essential of the rocket, artificial satellite and spacecraft. As an important strategic material related to national welfare and people’s livelihood, rubber is known as four industrial raw materials, along with steel, oil and coal.
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Natural Rubber Supply and Demand, Circulation Characteristics and Factors Affecting Price

Supply and Demand

International market 

Natural rubber supply
The natural rubber tree belongs to tropical forest, and the planting areas are situated within 15 degrees latitude north or south of the equator. Southeast Asia is the main area for planting rubber, accounting for about 90% of global rubber planting area. Major producing countries include Thailand, Indonesia, Malaysia, India, Vietnam, China, Myanmar, and Sri Lanka, in particular the first three countries. Before 2010, these three countries accounted for 66.67% of the world’s total rubber production. Most of their produced rubber is for export. Now, Thailand is the largest natural rubber production and export country in the world. In 2010, its export volume reached 2.683 million tons, accounted for 82.5% of global total production. However, the production slowed down in 2010, dropped to only 2.8%. Indonesia and Malaysia, these second and third largest rubber producers saw a fast growth because rubber tapping was stimulated with continuously rising natural rubber price in 2010 and rubber species and production were increased in Northeast Malaysia a few years ago. 

Global natural rubber production, consumption and export/import volume (100,000 tons) in 2010

	Country
	Output
	Growth rate%
	Export 

volume
	Import volume
	Consumption 

	Thailand 
	 325.2
	 2.8
	268.3 
	 
	45.9 

	Indonesia
	 273.6
	 12.1
	 238.0
	 1.7
	 42.1

	Malaysia
	 93.9
	 9.7
	 125.0
	 70.8
	 45.8

	India
	 85.1
	 3.8
	 2.2
	 18.7
	 94.4

	Vietnam
	 75.5
	 6.2
	 78.4
	 12.0
	 14.0

	China
	 65.0
	 0.9
	 
	 259.0
	 363.1

	USA
	 
	 
	 
	 93.1
	 92.6

	Japan
	 
	 
	 
	 74.7
	 75.0

	ROK
	 
	 
	 
	 38.8
	 38.4

	Others
	 120.1
	 13.8
	 63.2
	 375.5
	 265.2

	Global total
	 1038.4
	7.16 
	 788.1
	944.2 
	 1076.5


Source: International Rubber Study Group (IRSG)

The demand for natural rubber

East Asia, South Asia, the U.S. and Western Europe are main natural rubber consuming regions. Among them, Eastern and Southern Asia is the largest consuming region. In 2010, the consumption of natural rubber in China, India and Japan accounted for 49.5% of global total consumption, of which, China ranked top, reached 3.631 million tons and accounted for 33.7% of global total rubber consumption. In recent years, the consumption in India grew fast, accounted for 8.8% of global total volume in 2010, ranked second in the world. The U.S. accounted for 8.6% of global consumption, dropped from the largest natural rubber consumer to the third largest one.  

Domestic market

Supply of natural rubber 

China's plantation areas mainly distribute in Hainan, Yunnan, Guangdong, Guangxi, Fujian province. Both Hainan and Yunnan are China's main producing areas. Generally, rubber tapping is from middle and late March to middle and late December in Hainan, while from the beginning of March to the beginning of December in Yunnan. In 2010, China ranked 4th in the world in terms of natural rubber plantation area and ranked 6th in terms of annual production volume. According to the statistical data released by China Natural Rubber Association, by the end of 2010, the natural rubber plantation area reached 15.08 million mu (equal to 2.48 million acres), among which, around 7.25 million mu (equal to 1.19 million acres) in Hainan, 7.15 million mu (equal to 1.18 million acres) in Yunnan, around 630,000 mu (equal to 103,784 acres) in Guangdong and around 50,000 mu (equal to 8,237 acres) in other regions. In 2010, the rubber tapping plantation was 8.66 million mu (equal to 1.43 million acres) and natural rubber production reached 650,000 tons. The national average production volume was 76.1 kg/mu (equal to 476 kg/acre) and Yunnan rubber plantation reaches 101.5 kg/mu (equal to 634 kg/acre), ranked top in the whole country. 

Demand for natural rubber

From 2002, China’s natural rubber consumption exceeded the U.S., ranked top in the world. In 2010, natural rubber consumption reached 3.631 million tons in China, while only around 18% of natural rubber consumed was supplied locally. In recent years, the natural rubber demand keeps growing in China as China becomes a world’s factory. It’s expected that China will continuously see its share growth in the world’s total natural rubber consumption. 

China natural rubber production, import and consumption volume (100,000 tons)

	Year
	2002
	2003
	2004
	2005
	2006
	2007
	2008
	2009
	2010

	Production volume
	52.7
	56.5
	57.3
	51
	53.3
	59
	56
	63
	65

	Import volume
	91.5
	115
	120.6
	144.5
	188.5
	188.9
	194.8
	246.3
	259.0

	Consumption volume
	139.5
	152.5
	200
	226.6
	278
	289.2
	292.4
	366.9
	363.1


Source: International Rubber Study Group (IRSG)

Distribution Characteristics

International market
The natural rubber cultivation is affected by geographic and climatic factors. The natural rubber producers are mainly located near the equator, while the large consuming countries couldn’t produce natural rubber or have limited production. From the global perspective, therefore, the mainstream of rubber circulation is to flow from countries near the equator to the rest of the world, in particular North America, East Asia and West Europe.

Domestic market
The distribution of natural rubber in China demonstrates the following characteristics: the domestic natural rubber flows from south to north and expanding from main consumption areas such as Shanghai, Qingdao and Tianjin to other regions. In addition, the Central Plain and Northeast region account for a large proportion. Natural rubber is mainly imported from Qingdao, Xiamen, Shanghai and Tianjin port. Apart from main import consumption areas, the natural rubber flows from east to west.

Smoked sheet and grainy rubber are rubber products mainly circulated in China. Among them, most smoked sheets are import rubber. Grainy rubber (SR) includes domestic and import rubber. With increasing radial tire in China, China has increasingly imported grainy rubber in recent years. 

Previously, China adopted quota certification management system for import natural rubber. The quota was allocated by the National Planning Commission, and then the permit was issued by the Ministry of Foreign Trade and Economic Cooperation. Finally, the Customs would monitor the import rubber and ensure the quality firstly to satisfy manufacturer’s needs, avoid disturbing domestic natural rubber market, and protect the interests of Chinese rubber farmers. According to the WTO agreement, China cancels the quota management system from 2004, adopts the registration regime for natural rubber import. Since then, natural rubber import enters the market-oriented management. 
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Key Factors Influencing the Price 

International supply and demand of natural rubber

Supply and demand is the fundamental factor affecting natural rubber price. Currently, the main producers of natural rubber are Thailand, Indonesia, Malaysia, India, Vietnam and China. Both China and India are large rubber consumers, while the production volume in Vietnam could not compare with the figures in Thailand, Indonesia and Malaysia. Thus, these three countries are main export countries. In 2002, these three countries established the International Tripartite Rubber Company (ITRCo) and the joint venture the International Rubber Conference Organization (IRCo). This organization aims to stabilize rubber price and maintain the long-term balance between rubber demand and supply. In March 2011, rubber price dropped sharply due to Japanese earthquake. The ITRCo led by the Thailand claimed to maintain the domestic price not lower than120 Baht/kg. China, India, the US, Western Europe and Japan are the largest natural rubber consumption countries/regions. Among them, China’s natural rubber consumption increases fast in recent two years, only satisfying one fifth of domestic consumption and the rest part relying on import. India could supply 90% of its natural rubber consumption. The US, Western Europe and Japan totally rely on import. Thus, the supply and demand relationship between main rubber producing countries and importing countries and regions could be the basically important impacts to the rubber price.  Moreover, the plantations and developments of producing countries, like Vietnam, India, and Sri Lank could be taken into considerations. Especially in Vietnam, the plantation areas increased sharply in recent years, and were expected to promote its market shares. In the fact that the rubber trees needs more than five years to grow up from the cultivation, so the analysis about expanding plantations to output realization should be taken into considerations. The automobile industry takes the largest proportions (almost 65%) in rubber consumptions. Therefore, the development of automobile and tire industry could influence the rubber price and thus for the stocks.

Supply and demand of natural rubber in China and its tariff policy 

The natural rubber demand in China is always larger than its supply. Thus, the domestic natural rubber price is affected by domestic demand and supply to some extent before the market of natural rubber has not totally opened.  

After China joined the WTO, how the Chinese government fulfills its WTO commitment and adjusts export/import policy has become an important factor affecting China’s natural rubber import and rubber price. China adopts two-certificate system managing natural rubber import. Specifically, import natural rubber includes processing part (zero tariff without quota certificate limitation from October 1, 1999), double limitation parts (circulation and purpose limitation, 5% tariff in 1997 and 1998 and adjusted to 10% in 1999) and general trade part (25% tariff before 2000). Processing and double-limitation parts are called tax break part. Customs will monitor natural rubber imported in these two ways and supervise rubber destination and purposes. Only general trade part is allowed to be circulated in the market and participate in futures market delivery. 

According to China’s WTO commitments and the Tariff Execution Plan 2011 issued by the Customs Tariff Commission of the State Council, China implemented the alternative tariff on natural rubber in 2011.

Rubber import tariff adjustment schedule 

	
	Before adjustment
	After adjustment

	Product name
	HS code
	Tax rate
	Adjust point
	Tax rate
	Adjust point

	TSR natural rubber
	40012200
	20% or RMB 2600, or the lowest of the two
	US$1903
	20% or RMB 2000, or the lowest of the two
	US$1464

	Rubber smoked sheet
	40012100
	20% or RMB 2600, or the lowest of the two
	US$1903
	20% or RMB 1600, or the lowest of the two
	US$1171

	Natural latex
	40011000
	10% or RMB 720, or the lowest of the two
	US$527
	20% or RMB 720, or the lowest of the two
	US$527


Macroeconomics in China and the world 

The natural rubber is an important raw material in industrial applications, the price may be affected by the economic situations happened in both China and other countries. When the economy is good, there is a strong demand in rubber supply and the price goes up and vice versa. Price drop due to global economic crisis in 2008 is a good example. So, the macroeconomics situations may affect the price in the long-term trend in the future. 

The development of rubber industry 

The automobile industry takes the largest proportions (almost 65%) in rubber consumptions, which will affect the tire productions and also the demand and the price. After the industry in US & Europe and Japan recovers and enters steady development, the demand also remained steady. Considering that the China's automobile market is still in start-up stage, which is expected to have a brilliant development in the future. As a result, the China's rubber price would be greatly influenced by the automobile and tire industry. 

Production and applications of synthetic rubbers 

With the improvement of rubber product processing, many of products could now be substituted natural rubbers with synthetic rubbers, synthetic price is becoming more competitive with rapid development in synthetic rubber industry. When there is a lack in natural rubber supplies or, a rise in the prices, most manufacturing factories would choose synthetic rubbers. So the complementarities between them would be closely related. 

Similarly, the synthetic rubber belongs to petroleum product and the price is sensitive to upstream product (oil). Actually, the oil price always fluctuates. Therefore, the fluctuation in the price of oil product may influence the natural rubber price by that of synthetic rubber. 
Natural factor 

Certain requirements have to be met for the growth of natural rubber trees, and appropriate tree-age for tapping is five to seven years. Therefore, the quantity of the trees suitable for rubber tapping will not change within a short period. The key factors influencing the production of natural rubber include seasonal factor, climatic factor as well as the factor of pest and disease damage. First, seasonal factor. The rubber price will drop in rubber tapping season, while the rubber price will increase, in the season of stopping rubber tapping. Second, climatic factor. The rubber price will increase with the natural rubber production drops due to typhoon, or tropical storm, sustained rainy days, draught and frozen days. Third, pest and disease damage, such as powdery mildew, red root disease and anthrax, will affect the growth of rubber trees and even cause their death, significantly affecting natural rubber production and price. 

Factor of fluctuation in exchange rate 

In recent years, due to the instability of global economy as well as frequent fluctuation of the exchange rate, the natural rubber price, especially the import and export practices, has been thereby affected to some degree. Hence, attention has to be paid to all the countries, especially for the three great rubber producers as well as the exchange rate fluctuation of yen against dollar. According to certain data, the exchange rate of yen against dollar is correlated with TOCOM’s natural rubber price. Therefore, the cost of imported natural rubber may be affected by the exchange rate fluctuation of yen against dollar, thereby resulting in the fluctuation in rubber price. 

Political factor 

Besides the policy influence on import and export of natural rubber enforced by each country, political factor, to a greater degree, includes worldwide emergencies as well as major events that have taken place or that will take place, such as the occurrence of catastrophes, or potential wars. Political factor would always result in wild fluctuation of natural rubber price shortly after relevant news spread. Besides, the long-term price trend will hence be affected.

Trading on both international and domestic markets

Belonging to a mature category in the international futures market, natural rubber occupies certain market share in the futures exchange of Southeast Asia countries. Therefore, the transaction prices of futures exchange, including TOCOM and OME in Japan, SHFE in China, SICOM in Singapore, KLCE in Malaysia, as well as AFET in Thailand, have different effects on each other. 

For the futures investors relating to domestic natural rubber, when participating in SHFE’s futures trading for natural rubber, they have to pay attention to the transaction of major futures market for natural rubber on an international basis, as well as the quotation on non-futures market in Hainan, Yunnan, Qingdao, etc.

[image: image4.png]



Characteristics of Natural Rubber Suitable for Futures Trading

Huge demand

Natural rubber is a worldwide commodity, applied in a wide range of areas and with large production volume, possessing a large number of buyers and sellers.

Easy standardization 

The nature rubber is easily standardized as a polymer chemical compound, with stable quality and clearly grade classification.

Easy storage and delivery 

Most of natural rubber is either solid grainy or sheet rubber, easily stored and delivered, enabling to meet the basic requirements of futures physical delivery. 

Frequent price fluctuation 

Many factors affect natural rubber price, while rubber price fluctuates frequently. In particular, the contradiction between the market demand and supply is serious and the price fluctuates frequently and significantly due to increasing natural rubber consumption in China in recent years and production and import affected by many factors. So, natural rubber manufacturers, dealers and consumer business urgently need to transfer risks through hedging trading. Also, many investors want to earn money from frequent price fluctuation. In this process, the natural rubber products realize the price discovery due to different investor’s behaviors on the exchange market. 

The closing price of natural rubber future standard contracts (consecutive 3 contracts) traded on SHFE (Unit: RMB/ton)
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Source: Reuters 

The closing price of RSS3 standard contracts (consecutive 6 contracts) traded on Tokyo Commodity Exchange (Unit: Yen/kg)
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Natural Rubber Standard Contract and Related Specifications of the Shanghai Futures Exchange

Standard contract of natural rubber 

Contract text 

	Product
	Natural Rubber

	Contract unit
	10 tons/lot

	Price quotation
	Yuan (RMB)/ton

	Tick size
	5 Yuan/ton

	Maximum daily price fluctuation
	Within 3% above or below the settlement price of the previous trading day

	Contract delivery month
	January, March, April, May, June, July, August, September, October and November

	Trading hours
	9:00 a.m. to 11:30 a.m., 1:30 p.m. to 3:00 p.m. (the Beijing Time)

	Last trading day
	The 15th day of the contract delivery month (If it is a national holiday, the last trading day shall be the 1st trading day after the holiday)

	Delivery date
	Five consecutive working days after the last trading day (If it is a national holiday, the last trading day shall be the 1st trading day after the holiday)

	Grade and quality
specifications
	Standard goods: 
1.Domestic: SCR WF as specified in the National Standard of GB/T8081-2008.
2.Imported: RSS3 as specified in the Quality of Natural Rubber Grade and International Packaging Standard ( Green Book) (1979 Edition)

	Delivery venue
	SHFE designed delivery warehouse

	Minimum trade margin
	5% of contract value

	Settlement type
	Physical delivery

	Contract symbol
	RU

	Listing exchange
	SHFE


Notes: 

1. From May 3, 2011, the maximum daily price fluctuation of natural rubber contract is 6% as per No. 50 [2001] document issued by SHFE office.

2. From June 7, 2011, the minimum trade margin of natural rubber contract is 13% of contract value as per No. 62 [2011] document issued by SHFE office. 

3. From July 23, 2012, the newly generated standard warrant of the face value is ten tons as per No. 74 [2011] documents issued by SHFE office.

4. The arrangement in the transition period shall be subject to the Notice on Natural Rubber Standard Contract and Related Implementation Rules in the Revision Transition Period (see Page31).

5. The latest regulations shall be subject to the documents issued by the SHFE. 

Appendix to the Contract 

1. Delivery unit
Physical delivery is performed by one lot or an integral multiple of each lot.

2. Place of origin and quality standards

Brand delivery for domestic natural rubber (SCR WF): registered brands certified by the Shanghai Futures Exchange whose quality meets international standard GB/T8081-2008 (deliverable brands that meet such requirements are announced by the Exchange in due course).

Certification delivery at the place of origin for imported rubber smoked sheet No. 3 (RSS3): imported rubber smoked sheet No. 3 (RSS3) produced in Thailand, Malaysia, Indonesia and Sri Lanka whose intrinsic quality and external package comply with Quality of Natural Rubber Grade and International Packaging Standard (Green Book) (1979 Edition) formulated by International Rubber Quality & Package Conference (IRQPC).

3. Designed delivery warehouses 

The list of the designed delivery warehouses will be announced by the SHFE and the rate of premium and discount for delivery warehouses at different locations will be announced by SHFE in due course.( See the form below)

	No.
	Name of designated delivery warehouse
	Business address
	Storage warehouse
	Storage address
	Business telephone
	Contact person
	Level of off-site premium & discount

	1
	Shanghai Changqiao Logistics Co., Ltd.
	No.1070, Laohumin Road,Shanghai
	Shanghai Changqiao Logistics Co., Ltd.
	No.1070, Laohumin Road,Shanghai
	(021) 64106734
	Wu Qifeng
	Standard rate

	
	
	
	
	
	Fax: 64102433
	
	

	2
	Shanghai Jingtong Chemicals Development Co., Ltd.
	No.478,Nanda Road,Shanghai
	Shanghai Jingtong Chemicals Development Co., Ltd.
	No.478,Nanda Road,Shanghai
	(021)62506540
	Wu Jiming
	Standard rate

	
	
	
	
	
	Fax: 63639098
	
	

	3
	Shandong Aorunte Trading Co., Ltd.
	No.15, Changshun Road, Licang District, Qingdao, Shandong
	Shandong Aorunte Trading Co., Ltd.
	No.15, Changshun Road, Licang District, Qingdao, Shandong
	(0532) 84816601
	Yu Kaicheng
	Standard rate

	
	
	
	
	
	Fax:84820047
	Cong Leling
	

	4
	Shandong Reserves Administration Bureau, Section 832
	No.80, Jingcheng Road, Chengyang District, Qingdao, Shandong
	Shandong Reserves Administration Bureau, Section 832
	No.80, Jingcheng Road, Chengyang District, Qingdao, Shandong
	(0532) 87756153
	Chen Haohua
	Standard rate

	
	
	
	
	
	Fax: 87756153
	Yao Jun
	

	5
	Yunnan Natural Rubber Storage & Transport Center
	Liangting, Eastern Suburb, Kunming,Yunnan
	Yunnan Natural Rubber Storage & Transport Center
	Wangjiaying, Luoyang Street Office, Economic Development Zone, Kunming, Yunnan
	(0871) 3914605
	Zhang Ming
	280 Yuan discount

	
	
	
	
	
	Fax: 3915131
	Zeng Junfang
	

	6
	Hainan Haikou Port Group Co.
	Haikou Port Building, Xiuying Dock, Haikou, Hainan
	Freight Branch
	Xiuying Dock, Haikou, Hainan
	(0898) 68652597
	Li Dibao
	210 Yuan discount

	
	
	
	
	
	Fax: 68666405
	
	

	7
	Hainan Xinsike E-Commerce Co., Ltd.
	7th floor, Huaneng Building, No.36, Datong Road, Haikou, Hainan
	Yonggui Warehouse
	9 Yonggui Road, Changliu Jinpan Yonggui Development Zone, Haikou, Hainan
	(0898) 66700097
	Wei Haiwang
	210 Yuan discount

	
	
	
	
	
	Fax: 66721940
	
	

	8
	Zhongchu Development Co., Ltd.
	Shunyi Way, Beichen District, Tianjin
	Shanghai Dachang Branch
	310 Nanda Road, Baoshan District, Shanghai
	(021) 52843316


Fax: 62508007
	Shi Jinyue
	Standard rate

	9
	Zhongchu Development Co., Ltd.
	Shunyi Way, Beichen District, Tianjin
	Tianjin Nancang Branch
	Shunyi Way, Tianmu Village, Beichen District, Tianjin
	（022) 86563365
Fax: 86563366
	Yang Fenglei 

Yue Li
	Standard rate


4. Delivery fee and designated warehouse fee 

Delivery fee: RMB 4 Yuan/ton 

Stock-in fee: RMB 25 Yuan /ton

Storage fee: RMB 1.00 Yuan /day/ton

Stock-out fee: RMB 25 Yuan /ton 

5. Designated agencies for natural rubber quality inspection 

	Region
	Name
	Address
	Contact person
	Telephone 
	Fax
	Postal code

	Shanghai
	The Technical Center for Industrial Product and Raw Material Inspection of Shanghai Entry-Exit Inspection and Quarantine Bureau
	No. 1208, Minsheng Road, Pudong New Area, Shanghai
	Wu Xiaohong
	13611931819
021-38620750
	38620753
	200135

	Shandong
	China Certification & Inspection Group Shandong Co., Ltd.
	No.30, Floor 10, Qutangxia Road, Qingdao, Shandong
	Li Qingyue
	13706424363    0532-80887825
	80887830
	266002

	Tianjin
	China Certification & Inspection Group Tianjin Co., Ltd.
	No.6, Pukoudao, Hexi District, Tianjin
	Zhang Baozhong
	13920440701
	23316274
	300042

	Hainan 
	Quality Supervision, Inspection and Testing Center for Natural Rubber of the Ministry of Agriculture (Hainan)
	No. 13, Haixiu Road, Haikou City, Hainan
	Lai Guanglian
	13976636339   0898-66721779
	66774179
	570311

	Yunnan
	Yunnan Quality Supervision and Inspection Station for Natural Rubber and Coffee Products
	Liangting, Eastern Suburb, Kunming, Yunnan
	Zhou Xuhui
	13888332912  0871-3925210
	3925150
	650215


Trading Delivery Business Rules

Risk management measures 

The Exchange applies the risk management regimes including the Margin Requirement, the Upper/Lower Price Limit, the Speculative Position Limit, the Large Trader Reporting, the Mandatory Position Liquidation and the Risk Warning.

The margin system

The trade margin refers to the capital in the exchange account to ensure the contract execution and it is an occupied margin. The minimum trade margin rate of natural rubber is 5% of the contract’s notional value. 

The Exchange applies different rates of trade margin for a standard contract based on its amount of open interest and the different period of trading from its listing to its last trading day, as provided in the following details. 

Trade margin requirement rate for the natural rubber to the specific amount of open interest

	As of the first trading day of the listing, when the open interest, denoted as X, amounts to
	Trade margin requirement rate for the natural rubber

	X≤50,000
	5%

	50,000<X≤70,000
	8%

	
	

	70,000<X≤90,000
	10%

	X>90,000
	12%


Note: x refers to the dual-sided gross open interest of contracts in a month (in lots).

In the process of trading in a standard contract, when its open interest reaches a level, no adjustment is to be made to the trade margin.  Nonetheless, at the time of daily clearing, when the standard contract’s open interest reaches a level, the Exchange will, accordingly, adjust and access the trade margin for all positions in that contract.  If the holder of a long or short position becomes insufficient with his margins, he shall deposit funds to meet the margin requirements by the opening of the next trading day. 

Trade margin requirement rate for the natural rubber standard contract at the specific phase in its listing operation cycle
	Trading phase
	Trade margin requirement rate for the natural rubber

	Contract listing
	5%

	As of the tenth trading day of the second
month prior to the delivery month
	10%

	As of the first trading day of the first month prior to the delivery month
	15%

	As of the tenth trading day of the first month prior to the delivery month
	20%

	As of the first trading day of the delivery month
	30%

	As of the second trading day prior to the last trading day
	40%


When a standard contract comes to a period of trading that requires an increase in trade margin, the Exchange shall, at the daily clearing on the trading day prior to the next trading day when the new period begins, settle the positions opened before the next trading day based on the new trade margin rate to be applied to the next trading day. If a holder of a long or short position becomes insufficient with his margins, the holder must deposit funds to meet the new margin requirement by the opening of the next trading day. 

When he is in the delivery month, the holder may use his standard warrants as collateral to guarantee his performance of the standard contracts with equivalent amount of positions he holds of the delivery month, in which case the holder will not be subject to any margin requirement for those positions. 

The upper/lower price limit 

The upper/lower price limit refers to the maximum price variation for each standard contract during a trading day. The price exceeding this limit shall be deemed as invalid and trading is not allowed. 

The Exchange will, in its sole discretion, adjust the upper/lower price limit for a standard contract when any of the following events or conditions occur:

i)  The upper/lower price limit is in the same direction for consecutive trading days;

ii)  A long national holiday is approaching;

iii) The Exchange, in its discretion, decides that the risk of the market is increasing; 

iv)  And other events or conditions the Exchange deems necessary to adjust the price limit in a market. 

The Exchange shall make a public announcement and report to the China Securities Regulation Committee of its decision to adjust the upper/lower price limit.

In the event that two or more upper/lower price limit are applicable, the higher or the highest shall be applied as the price limit.

The price limit of standard natural rubber contract is ± 3% of the settlement price of the previous trading day. In the event that a limit-locked market occurs for a standard contract on a trading day (denoted as D1 and the successive trading days are D2, D3, D4, D5,D6), the price limit and trade margin of such contract shall be subject to the following table:
	 
	Normal days
	D1 Trading day
	D2 Trading day
	D3 Trading day
	D4 Trading day

	Upper/lower price limits
	As normal  
	 3%
	 7%
	 9%
	Suspending trading

	Trade margin at the close
	 5%
	 10%
	12% 
	12% 
	


The Exchange will, in its sole discretion, take either of the following measures on D4:

Alternative 1: the Exchange may make a public announcement that it will take one or more of the following actions on D5: require additional trade margins from the one-sided or dual-sided, and/or, at the same or different rates, and/or from a part of or all the members; suspend the opening of new positions for a part of or all of the members; limit the withdrawal of funds to a part of or all the members; adjust the limit price, but not to over twenty percent (20%) up or down; order the liquidation of positions by a prescribed deadline; and/or exercise mandatory position liquidation. However, the price variation shall not exceed 20% after the adjustment.  As the Exchange announces an adjustment to the margin level, the member with insufficient margin shall deposit funds to meet the adjusted margin requirement by the opening of D5. If the limit price for D5 is not triggered, the limit price and the trade margin for D6 will return to their regular levels.  If the limit price for D5 is triggered and he is in the same direction as that of D3, the Exchange will announce that an emergency exists and exercise contingency measures as provided in the applicable rules of the Exchange.  If the limit price for D5 is triggered but it is in the opposite direction to that of D3, a new round of a one-sided market is triggered, and, therefore, D5 shall be regarded as D1 and the trade margin and limit price shall be set pursuant to the provisions in Article 12 of these Risk Management Rules.

Alternative 2: At the daily clearing on D4, the Exchange shall automatically match all unfilled orders that are placed by the close of D3 at the limit price with the open interests held by each client (or a non-FF member, the same below), who incurs gains on his net positions, on a pro rata basis in the open interest of the contract and at that limit price. If that client has dual-sided positions, these positions will be matched and settled before being matched with those resting orders.

Risk management when price varies sharply

	Consecutive days
	3
	4
	5

	Price variation
	9%
	12%
	13.50%


For a standard natural rubber contract, when the price variation in aggregate (denoted as N) reaches 9% or more on three  consecutive trading days (denoted as D1, D2, D3,) or when the price variation in aggregate (denoted as N) reaches 12% or more on four consecutive trading days (denoted as D1, D2, D3, D4) or  when the price variation in aggregate (denoted as N) reaches 13.5% or more on five consecutive trading days (denoted as D1, D2, D3, D4, D5),the Exchange may, in its sole discretion, exercise the following one or more measures: require additional trade margins from the one-sided or dual-sided, and/or, at the same or different rates, and/or from a part of or all the members; limit the withdrawal of funds to a part of or all the members; suspend the opening of new positions for a part of or all of the members; adjust the limit price, but not to over twenty percent (20%) up or down; order the liquidation of positions by a prescribed deadline; and/or exercise mandatory position liquidation. 

The N is calculated by the following formula: 

N
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P0 is the settlement price of the trading day prior to D1;

Pt is the settlement price of the trading day and t=3, 4, 5;

P3 is the settlement price of D3;

P4 is the settlement price of D4;

P5 is the settlement price of D5.

The position limit system

The term “position limit” means the maximum size of positions for the one-sided each member or client may hold in a contract as prescribed by the Exchange. The opening of hedging positions shall be subject to the Exchange’s approval.
A client’s positions held at one or more FF members shall be aggregated to determine whether such open positions exceed the client’s fixed-amount position limit.

The percentage-based position limit shall be imposed on the FF member and fixed-amount position limit shall be imposed on the non-FF member and his clients.
Proportions and sizes of position limit for the natural rubber standard contract at various phases (in lots)

	Natural 

rubber
	From the date of contract listing to the delivery month
	From the date of contract listing to the last trading day of the second month prior to the delivery month
	The first month prior to the delivery month
	The delivery month

	
	A standard contract open interest 
	Position limit proportion

(%)
	Size of position limit (in lots)
	Size of position limit (in lots)
	Size of position limit (in lots)

	
	
	FF member
	Non-FF member
	Client
	Non-

FF member
	Client
	Non-

FF member
	Client

	
	≥50,000lots
	15
	500
	500
	150
	150
	50
	50


Note: A standard contract open interest is on a dual-sided basis, size of position limit for the FF member, the Non-FF member and the client is on a one-sided basis; the size of position limit for the FF member is the Basic Limit. The SHFE could adjust the position limit of the FF member according to their net asset and operation. 

The large trader reporting 

The Exchange adopts the large trader reporting system. Any member or client, whose speculative positions in a contract reaches eighty percent (80%) or more of his speculative position limit, or as required by the Exchange, shall report to the Exchange about his financial conditions and his position holding.  The client shall submit such report through his FF member.  The Exchange will, in its sole discretion, set and adjust the position limit accordingly. 

Any member or client whose positions reach the reportable level shall take the initiative to submit a report to the Exchange by 15:00 of the following trading day. The Exchange may request any additional information from the member as deemed necessary.

The mandatory position liquidation

The Exchange shall impose mandatory position liquidation on the member or the client, if:

1) The balance of the clearing deposit of such member falls below zero (0) and he fails to meet the margin requirement within the specified time limit;

2) His open interest exceeds the size of the applicable position limit;

3) Such member or client fails to bring his positions in a contract to multiples as required within the specified time limit;

4) Such member or client violates any Exchange’s rules that warrants a mandatory position liquidation;

5) Any emergency happens that warrants a mandatory position liquidation; or

6) Any other conditions exist that makes the mandatory position liquidation  necessary. 

Under the conditions provided in the above item 2), if a client or a non-FF member, whose open interest in contracts exceeds the applicable position limit, the Exchange shall enforce liquidation of the positions in excess of the position limit held by such client or non-FF member; if a FF member whose open interest in contracts reaches or exceeds the applicable position limit, shall not be allowed to open any positions in the same direction.

Hedging Trading Administrative Measures 

Hedging refers to the futures trading activities designed to avert non-futures price risks. Namely, one sells or buys equivalent amount of futures in the futures market while buying or selling the physical commodities. After a period of time, the profit/loss on non-futures trading arising from price changes may be offset or covered up by the loss/profit on futures trading, thus establishing a hedging mechanism between the non-futures and the futures to minimize the price risks.

Natural rubber futures hedging trading adopts the approval system. Hedging trading is classified as long hedging and short hedging. 

According to Measures of Shanghai Futures Exchange for Administrating Natural Rubber Hedging Trading (Trial Implementation), the hedging positions for natural rubber futures include regular month hedging positions and nearby delivery month hedging positions. The term “regular month” here means months during the period from the date of listing of the contract till the last trading day of the second month prior to the delivery month (hereinafter, regular month hedging position”), and the term “nearby delivery month hedging position” means the hedging position in the first month prior to the delivery month and the delivery month (hereinafter, nearby month hedging position”). Member or client can only apply for nearby month hedging position after regular month hedging position.

Member or client who need to take hedging positions shall apply to his carrying FF member, who shall, after reviewing and verifying the application, refer the application to the Exchange for approval. A non-FF member shall apply directly to the Exchange for approval. 

Each client or non-FF member applying for regular month hedging positions shall be involved in the business whose nature is related to the products of those hedging positions.

Documents that need to be submitted by clients for applying for regular month hedging positions

Each member or client applying for regular month hedging positions shall complete an Application (Approval) Form for Regular Natural Rubber Month Hedging Positions on the Exchange, and include the following documents: 

(1) a photocopy of his business license; 

(2) a profile of his business performance in non-futures for the last calendar year; 

(3) a business plan for the non-futures for the current calendar year or the next calendar year; any sales and purchase contract in relation to hedging positions or any other documents evidencing the same; 

(4) a plan for hedging, including a description of the source of risks, objectives for the hedge and anticipated amounts needed for delivery or close-out of positions; and

(5) any other documents as required by the Exchange.

Documents that need to be submitted by the clients for applying for nearby delivery month hedging positions 

Each member or client applying for nearby delivery month hedging positions shall complete an Application (Approval) Form for Natural Rubber nearby Delivery Month Hedging Positions on the Exchange, and include the following documents:

	Type of enterprises
	Producer
	Production plan for the current calendar year or the last calendar year; non-futures warrants that are in the same amounts as those hedging positions or other valid certificates evidencing ownership of physicals.

	
	Processer
	Production plan for the current calendar year or the last calendar year; if applying for hedging positions for long purpose, order forms for processing or sales and purchase contracts that are in the same amounts as those hedging positions; if applying for hedging positions for short purpose, non-futures warrants that are in the same amounts as those hedging positions or other valid certificates evidencing ownership of physicals, i.e., sales and purchase contracts or invoices.

	
	Trader or others
	If applying for hedging positions for long purpose, sales and purchase contract that are in the same amounts as those hedging positions or other valid certificates evidencing ownership of physicals; if applying for hedging positions for short purpose, non-futures warrants that are in the same amounts as those hedging positions, sales and purchase contract or invoice.


The Exchange has the right to require any other documents apart from those listed from the member or the clients as it deems necessary.

Application date for hedging trading 

Hedging position shall be applied before the 20th day of the first month prior to the delivery month. The Exchange will not accept any applications after the expiry of such period.  The hedging position applicants could apply for multiple hedging positions for contracts in several delivery months. The Exchange shall, after receiving the application for the hedging positions, review the application within five (5) trading days and make a decision.

Time to establish hedging positions 

The member or client who is approved to hold hedging positions shall establish positions pursuant to whether the positions approved are long or short positions and the amounts of the positions before the closing of the market of the last trading day of the 1st month prior to the delivery month specified in the contract. It shall be deemed a waiver of the hedging positions if the positions are not established in the prescribed time limit above. Hedging position shall not be repeatedly used from the first trading day in the month prior to the delivery month. 

Clearing Procedure and Related Rules

Clearing refers to the activities on or through the Exchange of calculating and transferring margins, gains and losses, fees of transaction and delivery, and other types of payment of the member pursuant to the trading results and the applicable rules of the Exchange.

Daily clearing 

The Exchange shall open a clearing account at each certified settlement bank to hold margin and funds of the member. Each member shall open a futures settlement account at one or more certified settlement banks to maintain margin and funds related to the clearing process. Transfer of funds related to futures trading activities shall be made available through the Exchange’s clearing account and each member’s futures settlement account.

The Exchange applies the daily Marking-to-Market regime. According to the Marketing-to-Market regime, after the close of each trading day, the Exchange shall apply the settlement price of each contract to calculate the gains and losses, trade margin, transaction fees, taxes on each trade that is executed and transfer the funds due on a net basis as either a credit or a debit to the member’s clearing deposit.

Additional margin: at the end of each trading day, after the daily settlement, if the settlement reserve of a member is below the minimum level, it should be supplemented before 8:30 of the next trading day. If the margin is not supplemented in due time, and if the settlement reserve is above zero and below the specific minimum, no new position is allowed to open; if the settlement reserve is less than zero, the Exchange will close out the member’s position by force in accordance with relevant regulations.

Marketable securities 

A member may, subject to the Exchange’s approval, deposit marketable securities to meet the margin requirements, although gains or losses, fees and taxes shall be paid in cash. The client shall authorize his FF member to deposit the marketable securities on his behalf.

The FF member, pursuant to the client’s instructions, shall provide the Client Instruction Letter that bears the signature and business seal of the client while it submits those marketable securities. In particular, if the client intends to post its standard warrants to meet the margin requirement, the client can, through the Standard Warrant System, confirm the instruction it gives to the member and notify the Exchange of such instruction.

The Clearing House of the Exchange is responsible to attend to the matters in relation to the marketable securities. On each trading day it is open for handling such matters until the closing of market for the day. However, it may extend the opening hours under special circumstances.

(1) Type of marketable securities 

The standard warrant. The paper-based standard warrant shall not be put as collateral against the margin requirement. The member or the client shall convert it to be the electronic warrant by following the procedures of warrant withdrawal before applying it to meet the margin requirement; and 

Other classes of marketable securities approved by the Exchange.

(2) The marketable securities are applied in the following procedures:

Application 

The member intending to utilize the marketable securities shall apply to the Exchange, and if the securities belong to the client, it shall also provide the Client Instruction Letter that bears the signature and business seal of the client. In the case that the client’s standard warrant is to be applied, the client can, through the Standard Warrant System, instruct its broker member and notify the Exchange of such instruction.

Verification and delivery

The member will, subject to the Exchange’s approval, deliver the electronic standard warrant through the Standard Warrant System to the Exchange’s retention in accordance with the procedures as provided in the Standard Warrant Regulations of Shanghai Futures Exchange.

Verification and delivery of other classes of marketable securities shall be in compliance with the Exchange’s rules and regulations.

(3) Calculating value of the marketable securities 

In the case of the standard warrant being applied to meet the margin requirement, the settlement price for the day of the nearest delivery month contract underlying the product on warrant will serve as the basis to figure the market value of the standard warrant, the sum applicable to be collateralized, however, shall not exceed eighty percent of that market value. The sum applicable to be collateralized, or the discounted sum, is the Discounted Value of the marketable securities.

The price basis to figure the value of other marketable securities acceptable to the Exchange will be determined by the Exchange.

In the methods as aforementioned in this Rule, the Exchange, at the daily clearing, resets the price basis for the marketable securities and the Discounted Value accordingly.

VAT issues

In natural rubber trading, due to physical delivery, the issuance of VAT invoice is needed. VAT is managed and levied by state tax administrations. You may need to know the responsibilities of the Exchange and its members and the operational procedure. The Exchange has two standard delivery types: import natural rubber and domestically produced natural rubber, which VAT is levied differently. Custom will levy 17% of VAT on import natural rubber, while the member or client designated by the Exchange issues VAT Special Invoice. 17% of VAT is applied to the import natural rubber and 13% of VAT is levied on domestic natural rubber. 

Total price and tax on VAT invoice = (the settle price on the last trading day – premium) × sell delivery volume 

The Exchange issues the Value-added Tax (VAT) Special Invoice to the buying member and collects the VAT Special Invoice from the selling member. The buying member issues the VAT Special Invoice to the buying client and collects the VAT Special Invoice from the Exchange. The selling member issues the VAT Special Invoice to the Exchange and collects the VAT Special Invoice form the selling client.

If the VAT Special Invoice submitted by the members is overdue for three to ten days, a fine will be imposed at the daily rate of point five thousandths (0.5‰ ) of the payment; overdue for eleven to thirty days, the fine will be imposed at the daily rate of one thousandth (1‰) of the payment. If overdue for over thirty days, it is deemed a failure to submit the VAT Special Invoice and a fine of the sum of twenty percent (20%) of the payment will be imposed.

Delivery Procedure and Rules

1．Delivery clearing price

Final clearing price of each natural rubber futures contract shall be the volume-weighted average of the prices of that contract for the last five trading days each of which and any of which generates trading volume to that contract.

2．Delivery unit

The unit of physical delivery is per lot or integral multiples of delivery unit. 

3．Quality standard (standard goods)
(1) Domestic natural rubber (SCR WF), which quality meets the international GB/T8081-2008 standard.  The natural rubber branded products “Baodao”, “Meilian” and “Wuzhishan” (SCR WF) of China Hainan Rubber Industry Group Co., Ltd. and the natural rubber branded products “Yunxiang”, “Dongfeng” and “Gold Phoenix” (SCR WF) of Yunnan Agricultural Reclamation Group Co., Ltd. have been approved for registration. Their products can be used for delivery of standard natural rubber contract on the Exchange.

(2) The intrinsic quality and external package of imported rubber smoked sheet No. 3 (RSS3) shall comply with Quality of Natural Rubber Grade and International Packaging Standard (Green Book) (1979 Edition) formulated by International Rubber Quality & Package Conference (IRQPC). Rubber smoked sheet No. 3 (RSS3) products are produced by Thailand, Malaysia, Indonesia, Sri Lanka and other countries.

4．Packaging 

(1) Domestic product (SCR WF) shall be wrapped in polyethylene film and placed in a polypropylene bag. Each pack shall have a net weight of thirty-three and three-tenths (33.3) kilograms, with thirty (30) packs forming a ton or net weight of forty (40) kilograms, with twenty-five (25) packs forming a ton. No more or less clause shall be applied to weight. The size of a pack shall be six hundred and seventy (670) multiplied by three hundred and thirty (330) with the product multiplied by two hundred (200) millimeters or six hundred (600) multiplied by four hundred (400) with the product multiplied by two hundred (200) millimeters. The surface of the pack shall carry the specifications of the commodity, including the grade, registered trademark, net weight, name or signifier code of the producer, date of production and production license number.  

(2) The imported RSS 3 rubber shall be in packs covered with rubber sheets. Packs of each delivery set shall be of the same weight. The standard weight of a pack shall be one hundred eleven and eleven one-hundredths (111.11) kilograms, with nine (9) packs forming a ton. No more or less clause shall be applied to weight. Sub-standard packs shall be measured by their actual weights, with weight difference not exceeding 0.2 percent (0.2%) and differences between standard warrant weight and actual delivery weight not exceeding three percent (3%).  

5. Necessary certificates for the deliverable commodity

(1) Domestic product (SCR WF): an original copy of the quality inspection certificate (or the testing /appraisal report) on the actual delivered goods issued by a national quality testing organization certified by the Exchange shall be provided at the time of delivery. 

(2) The imported RSS 3: an original copy of the official version of the declaration to the customs on import goods, the Quality Assay Report and a photocopy of the imported trade contract, the Customs Import Tariff Payment Certificate and the Customs VAT Levy Certificate. 

(3) The goods shall be inspected using a sample test. Samples shall be taken only on the premises of the certified delivery warehouse after the load-in and shall not be taken during the process of transportation to the warehouse. A set for a sample test may not exceed one hundred (100) tons.  Any excess over this amount shall be subject to an additional sample test.

If national policies on taxation, quality inspection or other aspects change, the revised policies shall prevail. Under these circumstances, the Exchange shall announce the revised requirements for certificates with regard to the imported product in due course.

6.  Validity period 

(1) Domestic product (SCR WF) is valid for delivery at the certified delivery warehouse up to the last delivery month of the second year after the year of its production. Beyond that time, the rubber shall be unwarranted and converted to non futures. If the domestic rubber produced in the current year is to be applied to the physical delivery, it shall be stored in the certified delivery warehouse no later than the sixth month (excluding June) of the succeeding year; otherwise, it shall be ineligible for delivery. 

(2) The imported RSS 3 shall be valid for delivery at a certified delivery warehouse up to the eighteenth month following the issuance of the quality assay report. Beyond that time, the rubber shall be converted to be non-futures. The RSS 3 shall be stored in a certified delivery warehouse within six months following the issuance of the quality assay report; otherwise, it shall be ineligible for delivery.

(3) The quality assay report and the quality inspection certificate (or the testing /appraisal report) on the natural rubber at the certified delivery warehouse are valid up to the ninetieth (90th) day following their issuance. After these reports expire, the underlying commodity shall not be eligible for delivery until it is inspected and verified anew. 

7. The natural rubber inbound to the designated delivery warehouse shall be dry and clean
The designated delivery warehouse shall open and inspect packs equal to ten percent (10%) of the inbound goods and then shall sew up those packs. The designated delivery warehouse shall reject the load-in if defective features are detected such as cracking, drenching, dampness, mildew, blackening or severe contamination, and the goods having those features shall not be eligible for delivery. 

The natural rubber that is delivered against a standard warrant shall be of the same delivery set and of the same packaging specification as described in the standard warrant. 

8. Warehouse fee payment 

The warehousing fees chargeable prior to and including the last delivery day shall be borne by the seller, while the fees thereafter are the responsibility of the buyer. The designated delivery warehouse shall note the date of payment on the standard warrant when the fees are paid. The owner shall make the payment by the end of each month at the designated delivery warehouse.  Advance payment is allowed.

9.  Delivery clearing procedure

Physical delivery shall be concluded within the delivery period specified in the rules forming the futures contract. The delivery period refers to the 16th-20th day of the delivery month. If the last day falls in statuary holidays, the delivery days will be extended accordingly. The five delivery day shall be ensured.   The days within the period are named the first delivery day, the second delivery day, the third delivery day, the fourth delivery day and the fifth delivery day, and the fifth delivery day is the last delivery day. The Exchange adopts five delivery days system. The delivery procedure is stated as follows:

On the first delivery day

(1) The buyer must submit to the Exchange his intent to accept delivery, specifying the commodity, grade or brand, quantity and name of the certified delivery warehouse.

(2) The seller must present a standard warrant and pay the carrying charges to the Exchange through the standard warrant system. 

On the second delivery day

The Exchange shall assign the standard warrant to the buyers at the Exchange’s discretion, by following the principles of “time priority, integral quantity, nearby matching and coordinated arrangement”.

The standard warrant unable to be applied to the delivery on the futures contract of succeeding delivery month shall be assigned by the Exchange to the buyer on a pro rata basis by their proportion of the total delivery volume in the current month. 

On the third delivery day

(1) The buyer shall make payment (including premium and discount) and receive the standard warrant at the Exchange by 2:00 p.m.

(2)  The seller shall receive payment from the Exchange by 4:00 p.m. (including premium and discount). Under exceptional circumstances, the Exchange may delay payment.  

On the fourth and fifth delivery day

The seller shall submit the VAT special invoice. 

After receiving the buyer’s payment for delivery, the Exchange shall refund his margins on the delivered positions. The Exchange shall, in its sole discretion, withhold the margin of the member (seller) on the delivered positions and, if no disputes on quality arise, the Exchange shall refund the margin to the member (seller) on the first trading day after the fifteenth (15th) date of the month following the delivery month. 

Any quality disputes on natural rubber delivery shall be submitted to the inspection agency designated by Shanghai Futures Exchange. 

10. Procedure of physical delivery on Exchange 

(1) The seller shall entrust the standard warrant to his FF for physical delivery;

(2) The seller (FF member) shall submit the standard warrant to the Exchange;

(3) The Exchange shall assign the standard warrant among the member (buyer); and 

(4) Each FF (buyer) shall distribute the standard warrant to the client (buyer).

During the delivery period, if the procedures with respect to the standard warrant, the VAT invoice, and payment are completed by 2:00 p.m. on the current day, the Exchange shall refund on that day the margin on the delivered positions. If the procedures are completed after 2:00 p.m., the Exchange shall refund the margin on the following trading day.

11. Exchange of futures for physicals 

(1) Exchange of futures for physicals 

The exchange of futures for physicals, or the EFP, is the process that the members or clients who hold opposite positions to the same delivery month futures contract apply to the Shanghai Futures Exchange (hereinafter, the “Exchange”) and, with the Exchange’s approval, close out such positions through the Exchange and at the price that is fixed by the Exchange, and transfer the standard warrant that represent the underlying commodity of the contract at the mutually agreed price.  

(2) Term of exchange of futures for physicals 

Each EFP is exercisable from the first listed day of the EFP contract through the second trading day prior to the last trading day of the EFP contract delivery month. However, the futures contracts intending to exchange for physicals shall not be applied on the last three trading days in the first month prior to the delivery month. 

After the buyer and seller(member or client ) holding opposite positions in the same delivery month of a futures contract come to an agreement as to terms, they shall present an EFP application to the Exchange and fill out the standard EFP application form and submit it to the Exchange by 2:00 p.m. on a trading day as specified above. 

(3) The applicable scope 

The EFP shall only be applied to the open interest prior to the date when the EFP is applied for on all the Exchange’s listed contracts but not to the new positions opened on the application date.

(4) Delivery settlement price 

The final settlement price for an EFP shall be the mutually agreed price between the buyer and seller (member or client).

(5) Position settlement 

The positions of the buyer and seller to the EFP contract shall be closed out by the Exchange by 3:00 p.m. on the application date at the settlement price of the EFP contract on the trading day prior to the application date. 

(6) Trade margin (delivery margin) 

The trade margin on the EFP positions shall be calculated based on the settlement price of the EFP contract on the trading day prior to the application date.

(7) Document exchange (including payment and warrants)

All the documents pertaining to the EFP, including payment and warrants, shall be submitted to the Exchange by 2:00 p.m. on the first Trading day after the application date.
(8) The seller shall submit the VAT Special Invoice to the Exchange within seven days of the conclusion of the EFP procedures, however, not later than the last third trading day of that month. If the seller submits the VAT Special Invoice by 2:00 p.m., the Exchange shall, in its sole discretion, refund the corresponding margin to the seller; if the seller submits the VAT Special Invoice after 2:00 p.m., the Exchange shall refund the margin during its clearing cycle on the next trading day. The Exchange shall issue the VAT Special Invoice to the buyer on the next trading day after it receives the VAT Special Invoice from the seller.

Failure to submit the VAT invoice shall be subject to the provisions in the Clearing Rules of the Shanghai Futures Exchange.

(9) Non-standard warrant 

For a delivery on a non-standard warrant, photocopies of the relevant sales contract and bill of lading shall be provided, apart from the application forms of the Exchange. Documents shall be exchanged between related members for non-standard warrant. Disputes concerning the quality of the delivered goods against non-standard warrant shall be resolved by and among the interested members. The Exchange shall be exempt from any warranty responsibilities. 

Notice on the Interim Arrangements since the Amendment to Natural Rubber Standard Contract and Relevant Implementing Detailed Rules
    Shang Qi Ban Fa [211] No.74
All member units, designated delivery warehouses for natural rubber and designated inspection agencies for natural rubber,

Upon the approval by the China Securities Regulatory Commission, the Exchange has amended the standard contract of natural rubber and relevant detailed implementation rules (Please see Exchange Announcement [2011] No.7) and commenced registration administration of domestic natural rubber for delivery (Please refer to Exchange Announcement [2011] No.8). Please be aware of and follow the arrangements as below.

1. The amended contents of natural rubber standard contract and relevant detailed implementation rules (other than the sections of brand registration and brand delivery of domestic natural rubber) shall come into effect as of the listing of RU1208 Contract.

2. As of the date of publication of this Notice, the registration administration of delivery commodities shall be implemented for domestic natural rubber, with the exception of imported rubber smoked sheet No. 3. Specific arrangements are as follows:

(1) Standard warrants shall be generated for the newly-stored domestic natural rubber pursuant to the rules of brand registration regulations; each standard warrant is 5 tons in the face value and of the same brand. As of July 23, 2012, the face value of newly-generated standard warrant shall be10 tons.

(2) The standard warrants generated before the release of this Notice remain valid.

(3) After the market closing on July 23, 2012, every 2 standard warrants of the face value of 5 tons each and of the same brand, only if before expiry of delivery, shall be substituted for 1 standard warrant of the face value of 10 tons. Expiry date of the newly substituted warrant shall be the shorter of those of the original 2 standard warrants of the face value of 5 tons.

3. Work arrangements of designated delivery warehouses and inspection agency during the interim

The designated delivery warehouse shall make efforts to deal well with stock-out and stock-in of natural rubber, and its inventory management; Brand-based stacking of newly stock-in natural rubber; checking, recording and follow-up of the new and original standard warrants and warrant owners; timely reporting to the Exchange as required.

The inspection agencies shall strictly enforce the newly amended Inspection Detailed Rules of Natural Rubber (Futures) and steadily implement the standard natural rubber contract and related detailed rules and regulations.

4. Arrangements on the member-end technology system

Members shall contact their technology system suppliers and market data system vendors, make detailed rules concerning the transition between new and old contracts and measures of modification to the technological parameters, and join in the test on transaction and clearing that is organized by the Exchange to ensure a safe transition.

5. Matters that are not addressed by this notice in respect of the interim arrangements on natural rubber standard contract and relevant implementing detailed rules shall be subject to the regulations that the Exchange shall announce in due course.

Shanghai Futures Exchange

July 26, 2011

Detailed Rules for Inspection on Natural Rubber (Futures)
Chapter Ⅰ General Provision
Article 1 These detailed rules are jointly formulated by the natural rubber quality inspection institutions designated by Shanghai Futures Exchange (hereinafter referred to as “quality inspection agencies”) in accordance with relevant stipulations set by Shanghai Futures Exchange so as to guarantee the normal operation of quality inspection services for delivery of natural rubber futures at Shanghai Futures Exchange and to normalize quality inspection activities for physical delivery.

Article 2 The quality inspection services for natural rubber delivery at Shanghai Futures Exchange are carried out in accordance with these detailed rules.

Article 3 These detailed rules are only applicable to quality inspection for natural rubber for futures delivery.

Chapter Ⅱ Inspection Process

Article 4 Acceptance of the application for inspection by quality inspection agency

(Ⅰ）Deliverable natural rubber product applied for quality inspection:

(1) Brand delivery for domestic natural rubber（SCR WF）: The product must be produced by the manufacturers that are approved by and registered with the Exchange and must bear trademarks that are registered with the Exchange.

(2) Origin verification delivery for imported No. 3 Rubber Smoked Sheet （RSS3）: The product must be produced by Thailand, Malaysia, Indonesia and Sri Lanka.

(Ⅱ) A legal person (i.e. the applicant) who applies for natural rubber quality inspection for futures delivery must provide the Form of Stockpiling Conditions of Goods for Futures Delivery issued by the designated warehouse. Stock-in time, name or code of producer, registered trademark, packaging specifications, date of production and storage position must be clearly indicated in the form.

(Ⅲ) The applicant must fill out and with official stamp seal the Letter of Confirmation on Consigned Inspection, which is made by the quality inspection agencies, for Futures Delivery, so as to file a written application to the quality inspection agencies for a consigned quality inspection on the goods for futures delivery.

(Ⅳ) The applicant must be owner of the goods or the authorized agent. The applicant shall apply to quality inspection agencies for inspection dealings over futures delivery after the stock-in of goods. The agent, in applying for the inspection, must provide an authorization letter that is issued by the applicant.

Article 5 Implementation of inspection

(Ⅰ) The sampling inspection is implemented only once by the quality inspection agencies for goods applied for quality inspection

(Ⅱ) The quality agency institutions determine the sampling date and notify the applicant after accepting the application for inspection. The inspection personnel shall verify the Letter of Confirmation on Consigned Inspection and the Form of Stockpiling Conditions of Goods for Futures Delivery at the storage site. Should material discrepancies, or conditions like darkened and moldy appearance of package, severe oxide spots, raw rubber intermingled, abnormal odor be found,, the inspection personnel is empowered to terminate the inspection and the applicant shall bear the responsibilities hereof.

(Ⅲ) After the consistency of the application documents with the goods is verified, the inspection lot shall be determined in accordance with the Detailed Rules for Delivery of Shanghai Futures Exchange, i.e. the size of an inspection lot is less than 100 tons (including 100 tons). If goods for inspections are more than 100 tons in size, multiple lot inspections shall be taken. The natural rubber of each inspection lot must consist of commodities of the same trademark and be packaged with the same specifications.

Article 6 Inspection method

(Ⅰ) The sampling and sample preparation for domestic natural rubber （SCR WF）shall be carried out in accordance with GB/T15340-2008. The sample package amount shall be in accordance with A.1 in Appendix A. The mixed laboratory sample is used for test in the quality inspection.

(Ⅱ) The items of quality inspection for domestic natural rubber（SCR WF）shall be carried out in accordance with GB/T8081-2008. In which, determination of volatile content shall be in accordance with GB/T24131-2009 (Oven-drying Method A).

(Ⅲ) Quality inspection for RSS3 shall be carried out in accordance with the requirements as in Quality of Natural Rubber Grade and International Packaging Standard ( Green Book) (1979 Edition)

Article 7 Appraisal of inspection results

(Ⅰ)Appraisal of domestic natural rubber（SCR WF）
The mixed sample prepared for each inspection lot of standard rubber shall be inspected in accordance with the inspection method as in GB/T8081-2008. All the results of each quality item must be in compliance with the technical requirements for Technically Specified Rubber (TSR) in GB/T8081-2008.

(Ⅱ)Quality and grade appraisal of inspection lot of RSS3

Quality inspection of RSS3 and its appraisal shall be carried out in accordance with Quality of Natural Rubber Grade and International Packaging Standard (Green Book) (1979 Edition)
Article 8 Issuance of quality inspection report

(Ⅰ)The quality inspection agencies shall issue the quality inspection report within five (5) trading days since completion of on-site sampling (One (1) original and multiple copies).

(Ⅱ)Contents of quality inspection report for natural rubber (see the appendix).

Chapter Ⅲ Supplementary Articles
Article 9 These detailed rules shall come into effect as of the date of publication after they are documented by Shanghai Futures Exchange.

Article 10 The natural rubber quality inspection institutions designated by Shanghai Futures Exchange (jointly) reserve the rights to interpret these rules.

Article 11 Matters that these detailed rules do not address shall be subject to relevant trading rules of Shanghai Futures Exchange.

Industrial Product and Raw Material Testing Technology Center of Shanghai Entry-Exit Inspection and Quarantine Bureau

China Certification & Inspection Group Tianjin Co., Ltd.

China Certification & Inspection Group Shandong Co., Ltd. (Qingdao), 

Quality Supervision, Inspection and Testing Center for Natural Rubber of the Ministry of Agriculture (Hainan)

Yunnan Quality Supervision and Inspection Station for Natural Rubber and Coffee Products (Kunming) 
July 26th, 2011

Appendix I  Contents of Quality Inspection Report for Domestic Natural Rubber (SCR WF）
　　　　　　　　　　　　　　　　　　　　　　　　          

Application No. :

　　　　　　　　　　　　　　　　　　　　　　　　　　　　　Date:

　　　　　　　　　　　　　Quality Inspection Report

Applicant:

Product name:

Brand:

Packaging specifications:

Declared weight（Tons）:

Date of production:

Sampling site:

Inspection results:

In response to the application by applicant, a representative sample was drawn at random for goods piled at the following sites by XX on (M) (D), (Y). After inspection, the results are as below:

　　　　　　　　　　　No. of storage location　　　Test value 　　Basis for inspection

Impurity（%）
Ash content（%）
Nitrogen content（%）
Volatile content（%）
Initial plasticity (P0)

Plasticity retention index (PRI)

The above test results comply with the quality specifications for natural rubber futures contract of Shanghai Futures Exchange.

Signature and seal by the inspection institution

AppendixⅡ Contents of quality inspection report for RSS3

　　　　　　　　　　　　　　　　　　　　　　　　    Application No. :

　　　　　　　　　　　　　　　　　　　　　　　　　　Date:

　　　　　　　　　　　　　Quality Inspection Report
Applicant:

Product name:

Declared weight (ton) :

Place of origin:

Sampling site:

Inspection results:

In response to the application by applicant, a representative sample was drawn at random for goods piled at the following positions by XX on (M) (D), (Y). After inspection, its quality complies with the stipulations regarding natural rubber futures contract of Shanghai Futures Exchange.

Signature and seal by the inspection institution
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