Shanghai Futures Exchange – Trading Order Q&A

1. Basic Questions on Trading Orders
1. What types of trading orders are available at the Shanghai Futures Exchange (SHFE)?
Currently, SHFE offers the following order types: Limit Order, Market Order, Spread Order and Trade‑at‑Settlement (TAS) Order.
2. What is a Limit Order?
A limit order is an order to be executed at a given price or better. It is available for all futures and options products listed on Shanghai Futures Exchange (SHFE) and the Shanghai International Energy Exchange (INE).
· Minimum order size: 1 lot per order.
· Maximum order size: 500 lots for futures, and 100 lots for options.
3. What is a Market Order?
A market order is an order to be executed at the best executable price (quote) then available on the market, with a protection price as the worst acceptable execution price. Any unfilled portion of a Market Order will be automatically cancelled or converted into a Limit Order at the protection price. It is available for all futures and options products listed on SHFE and INE.
· Minimum order size: 1 lot per order.
· Maximum order size: 60 lots for futures, and 30 lots for options.
4. What is a Spread Order?
Spread orders are classified into calendar spread order and inter-commodity spread order. 
A calendar spread order is an order to simultaneously buy and sell two futures contracts of the same underlying but different expiration dates. 
An inter-commodity spread order is an order to simultaneously buy and sell two futures contracts with the same expiration date but different underlyings. 
Spread Orders do not participate in the central auction.
Spread Orders are available for selected futures products listed on SHFE and INE.
· Minimum order size: 1 lot.
· Maximum order size: 500 lots.
5. What is a Trade‑at‑Settlement (TAS) Order?

[bookmark: _GoBack]Trade at Settlement (TAS) is an order type that allows a trader to enter an order to buy or sell an eligible futures contract at the current day’s settlement price or a number of tick sizes above or below the settlement price. It is available for crude oil futures listed on the INE.
· Minimum order size: 1 lot
· Maximum order size: 500 lots
For more details, please refer to the Instructions on Trade at Settlement (TAS) Orders.
6. What order attributes are available on SHFE?
The available order attributes are Fill or Kill (FOK) order and Fill and Kill (FAK) order.
7. What is the "Fill‑or‑Kill (FOK)" attribute?
FOK requires that the order be executed in full at the specified quantity. If the entire order cannot be filled immediately, the system automatically cancels it.
FOK can be attached to Limit Order, Market Order, and Spread Order.
8. What is the "Fill‑and‑Kill (FAK)" attribute?
FAK executes the order at the specified price for whatever quantity is immediately available, and any remaining unfilled volume is automatically cancelled by the system.
FAK can be attached to Limit Order, Market Order, and Spread Order.
9. Are orders placed during the trading session valid after the market closes?
No. All orders are valid only for the current trading day. Any unfilled orders remaining at market close will be automatically cancelled by the system. Prior to execution, investors may modify or cancel their orders at any time.

2. Market Order Specifics
1. When can a Market Order be placed?
Market Orders may only be entered during the continuous trading session. They are prohibited during the central auction, and any other non‑continuous trading periods.
Any unfilled portion of a Market Order that converts to a Limit Order may be cancelled during the continuous trading session or during the day‑session central auction order entry period.
2. What is the maximum order size for a Market Order?
The SHFE may adjust the minimum and maximum order sizes of product and contract as market conditions warrant. Current limits are:
· Futures: minimum 1 lot, maximum 60 lots
· Options: minimum 1 lot, maximum 30 lots
3. What order attributes can be attached to a Market Order?
Market Orders can carry either the FOK or FAK attribute.
4. What is the "protection price" for a Market Order? Is it mandatory?
Yes, a protection price must be entered for every Market Order.
The protection price defines the worst permissible execution price: buy orders will not execute above this price, and sell orders will not execute below it. The protection price must be within the daily price limit band of the contract and must be a multiple of the minimum price fluctuation.
5. How is an unfilled Market Order handled?
· If the Market Order has an FOK or FAK attribute, any unfilled portion will be automatically cancelled.
· If the Market Order has neither FOK nor FAK, the unfilled portion will be converted into a Limit Order at the protection price. Thereafter, it is treated exactly like a standard Limit Order for matching and execution purposes.
6. How is margin calculated for Market Orders?
Upon order entry or cancellation, margin is frozen or released based on the protection price. Upon execution, actual margin is calculated using the executed price and included in the larger‑side margining calculation.
7. Are trades executed via Market Orders included in the daily settlement price calculation?
Yes, all trades executed via Market Orders are included in the calculation of the daily settlement price.
8. Are trading fees for Market Orders different from Limit Orders?
No, the trading fee structure is the same as for Limit Orders.
9. Are Market Orders exempt from abnormal trading behavior rules?
No. Market Orders are subject to the same rules as Limit Orders regarding abnormal trading behaviors such as self-trade, frequent order cancellation, and large-amount order cancellation.
10. How are Market Orders counted for order fees?
Order placement, automatic cancellation of unfilled Market Orders, and voluntary cancellation of the converted limit portion of a Market Order are all counted toward order fee calculation.

The conversion of an unfilled Market Order to a Limit Order, as well as any such converted Limit Orders that remain unfilled and are automatically cancelled by the exchange at market close, are not counted toward order fee calculation.
11. Market Order Trading Example
Current central order book for Ag2601:
	Bid Side
	Ask Side

	Bid 1
	19,798    1 lot
	Ask 1
	19,799    2 lots

	Bid 2
	19,797    3 lots
	Ask 2
	19,800    3 lots

	Bid 3
	19,796    1 lot
	Ask 3
	19,801    8 lots


A buy Market Order for 10 lots is entered with a protection price of 19,800.
Execution process: The Market Order immediately matches against the best available ask prices:
· 2 lots executed at 19,799 (Ask 1 fully filled)
· 3 lots executed at 19,800 (Ask 2 fully filled)
· The remaining 5 lots are not executed against Ask 3 (19,801), as that price is worse than the protection price of 19,800.
Treatment of unfilled portion:
· If FAK was selected → remaining 5 lots are automatically cancelled.
· If neither FOK nor FAK was selected → remaining 5 lots are converted to a Limit Order at 19,800 and placed on the central order book.

3. Spread Order Specifics
1. How are Spread Orders executed?
Spread Orders are executed through listing spread contracts.
· Calendar spread: A combination of two contracts with different delivery months of the same futures product, with equal quantities and opposite directions. Example: Buy 1 lot cu2501‑cu2502 means buy 1 lot cu2501 and sell 1 lot cu2502.
· Inter-commodity spread: A combination of two different futures products with the same delivery month, equal quantities, and opposite directions. Example: Buy 1 lot hc2501‑rb2501 means buy 1 lot hc2501 and sell 1 lot rb2501.
The individual futures contracts composing a standard spread contract are referred to as the leg contracts. 
2. When can a Spread Order be placed?
Spread Orders may only be entered during the continuous trading session. They are prohibited during the central auction, and any other non-continuous trading periods. 
Spread Orders that remain unfilled from the night continuous trading session may be cancelled during the day‑session central auction. However, they will not participate in the central auction matching. Matching resumes only when the continuous trading session restarts. New orders are accepted only after the matching process is completed.
3. What is the maximum order size for a Spread Order?
Based on market conditions, the Exchange may adjust the minimum or maximum order size for different listed products and contracts, with the specific standards to be announced separately by the Exchange. Spread orders are applicable to certain futures listed on the SHFE and the INE, with a minimum order size of 1 lot and a maximum order size of 500 lots per order.
4. What order attributes can be attached to a Spread Order?
Spread Orders can carry either the FOK or FAK attribute.
5. What is the tick size (minimum price fluctuation) for Spread Orders?
· For calendar spreads: the tick size is the same as the component leg contracts (they share the same tick size).
· For inter‑commodity spreads: the tick size is the smaller of the tick sizes of the two component leg contracts. (Note: inter‑commodity spread trading is available only when both leg contracts have the same tick size.)
6. How are Spread Orders quoted, and what is the quotation range?
Spread Orders are quoted as a net price differential (spread), not as separate prices for each leg. The quoted price may be negative.
Calendar spread price formula:
· Buy spread price = Near‑month bid price − Far‑month ask price
· Sell spread price = Near‑month ask price − Far‑month bid price
Inter‑commodity spread price formula:
· Buy spread price = Leg 1 bid price − Leg 2 ask price
· Sell spread price = Leg 1 ask price − Leg 2 bid price
7. What is the matching priority in the central order book when Spread Orders are present?
The matching priority is as follows:
1. Price priority — best price orders are matched first.
2. At the same price level, base orders (directly entered orders, not derived orders) take priority.
3. If multiple base orders exist at the same price level, time priority applies.
4. At the same price level, among orders derived from spread contracts:
· Calendar spreads have priority over inter‑commodity spreads.
· Within calendar spreads, nearer‑month contracts have priority.
· Within inter‑commodity spreads, priority follows the order specified by the exchange.
8. How are Spread Orders derived, and what are the execution methods?
Spread Orders use two derivation mechanisms:
Implied IN: Combining two leg orders to form a spread order.
· Buy A + Sell B → Buy A−B, Price = Bid A − Ask B
· Sell A + Buy B → Sell A−B, Price = Ask A − Bid B
Implied OUT: Combining a spread order with one leg to derive the other leg.
· Buy A−B + Buy B → Buy A, Buy A price = Buy A−B + Buy B
· Sell A−B + Sell B → Sell A, Sell A price = Sell A−B + Sell B
· Sell A−B + Buy A → Buy B, Buy B price = −Sell A−B + Buy A
· Buy A−B + Sell A → Sell B, Sell B price = −Buy A−B + Sell A
Three execution methods:
· Direct execution — two Spread Orders match directly.
· Implied IN execution — two leg orders combine into a spread order that matches an incoming Spread Order.
· Implied OUT execution — a Spread Order and a leg order combine into a leg order that matches an incoming leg order.
9. What do the opening/closing indicators mean for Spread Orders?
Each leg of a Spread Order may be independently designated as opening or closing (including close‑today or close‑previous). Traders may choose to open both legs, close both legs (today or previous), or open one leg and close the other.
10. Does a Spread Order execution update the market data?
Yes. A Spread Order execution will update:
· For the spread contract: last price, high price, low price, open price, and close price.
· For the leg contracts: last price, high price, low price, open price, close price, trading volume, turnover, and open interest.
Derived orders are not displayed in market data — only base orders appear as resting orders in the central order book.
11. How is margin calculated for Spread Orders?
Margin is calculated separately for each leg of the spread order. For order entry or cancellation, margin is calculated based on the previous day's settlement price of each leg; for executed portions, actual margin is calculated using the execution price, and is then included in the larger‑side margining calculation.
12. Are trades executed via Spread Orders included in the daily settlement price calculation?
Yes, all trades resulting from Spread Order executions are included in the calculation of the daily settlement price for the respective leg contracts.
13. How are trading fees charged for Spread Orders?
Trading fees are calculated separately for each leg of the spread.
14. Are Spread Orders exempt from abnormal trading behavior rules?
Self‑trades resulting from Spread Orders are not considered abnormal trading behavior. However, all other abnormal trading behavior rules (e.g., frequent order cancellations, large‑amount order cancellations) apply equally to Spread Orders and Limit Orders.
15. How are Spread Orders counted toward order fee calculation?
The message amount for Spread Orders is allocated to each leg contract separately.
Each Spread Order placed counts as one message unit per corresponding leg contract; each cancellation of a Spread Order by the client during trading hours counts as one message unit per corresponding leg contract; Spread Orders that remain unfilled at market close and are automatically cancelled by the exchange are not counted toward the message amount.
16. Spread Order Trading Examples
1) Direct Execution
Current central order book for A−B:
	Bid Side
	Ask Side

	Bid 1
	/
	Ask 1
	-100    1 lot


· Latest price of A−B: 0
· Latest price of A: 9,500
A buy order for 1 lot of A−B is entered at a price of 100. It matches directly with the existing sell order at −100.
· A−B execution price = Mid {100, −100, 0} = 0
· A execution price = Latest price of A = 9,500
· B execution price = A execution price − A−B execution price = 9,500
· Executed quantity = 1 lot
2) Implied IN Execution
Current central order book for A:
	Bid Side
	Ask Side

	Bid 1
	/
	Ask 1
	9,500    4 lots


Current central order book for B:
	Bid Side
	Ask Side

	Bid 1
	9,600    2 lots
	Ask 1
	/


· Latest price of A−B: 200
A buy order for 5 lots of A−B is entered at 100.
Sell A (4 lots at 9,500) and Buy B (2 lots at 9,600) combine via Implied IN to form Sell A−B at −100 (2 lots). This derived Sell A−B matches the incoming Buy A−B.
· A−B execution price = Mid {100, −100, 200} = 100
· A execution price = A order price = 9,500
· B execution price = A execution price − A−B execution price = 9,500 − 100 = 9,400
· Executed quantity = 2 lots
3) Implied OUT Execution
Current central order book for A−B:
	Bid Side
	Ask Side

	Bid 1
	/
	Ask 1
	-100    4 lots


Current central order book for B:
	Bid Side
	Ask Side

	Bid 1
	/
	Ask 1
	9,500    2 lots


· Latest price of A: 9,600
A buy order for 5 lots of A is entered at 9,500.
Sell A−B (−100, 4 lots) and Sell B (9,500, 2 lots) combine via Implied OUT to form Sell A at 9,400 (2 lots). This derived Sell A matches the incoming Buy A.
· A execution price = Mid {9,500, 9,400, 9,600} = 9,500
· B execution price = B order price = 9,500
· A−B execution price = A execution price − B execution price = 0
· Executed quantity = 2 lots
17. Spread Order Market Data Update Example
Current central order book for A−B:
	Bid Side
	Ask Side

	Bid 1
	200    1 lot
	Ask 1
	/

	Bid 2
	100    1 lot
	Ask 2
	/


Current central order book for A:
	Bid Side
	Ask Side

	Bid 1
	10,100    1 lot
	Ask 1
	/


Current central order book for B:
	Bid Side
	Ask Side

	Bid 1
	/
	Ask 1
	9,900    1 lot


· Latest price of A−B: −100
· Latest price of A: 10,000
· Latest price of B: 9,800
A sell order for 1 lot of A−B is entered at 100.
Buy A (10,100, 1 lot) and Sell B (9,900, 1 lot) combine to derive Buy A−B at 200. However, the order book of A-B already contains a base Buy A−B order at 200. Because base orders have priority over derived orders, the incoming Sell A−B matches with the base Buy A−B rather than the derived one.
· A−B execution price = Mid {−100, 100, 200} = 100
· A execution price = Latest price of A = 10,000
· B execution price = A execution price − A−B execution price = 9,900
Market updates:
· A−B last price → 100
· A last price → 10,000 (unchanged)
· B last price → 9,900
· Open interest and trading volume for A and B increase by 1 lot each (assuming all orders are opening positions). The spread contract itself does not report volume or open interest.
After execution, the central order books become:
A−B:
	Bid Side
	Ask Side

	Bid 1
	100    1 lot
	Ask 1
	/


A:
	Bid Side
	Ask Side

	Bid 1
	10,100    1 lot
	Ask 1
	/


B:
	Bid Side
	Ask Side

	Bid 1
	/
	Ask 1
	9,900    1 lot


Important Note: In this example, because the base order takes priority and the execution price for A is derived from its latest price, the existing Buy A order at 10,100 (which is better than the derived execution price) does not execute. This illustrates the base order priority rules at the same price level.
