JERREL SER /(R AR S R B

e S | i
m 1 &2 B IR &
Fuel Oil / Low Sulfur Fuel Oil Futures
Market Development Report

(N bt 25T | EBEmERT R
;J SHANGHAI FUTURES EXCHANGE SHANGHAI INTERNATIONAL ENERGY EXCHANGE



01

02

03

04

05

06

Milestones

Efrft ZRAEIC

Honors and Awards
IRIZIG)

Market Operations
IBITER
Fuel Qil / LSFO Futures by the Numbers (2021)

AR R /RARCERISI2021F B2 "R

Top20 Members by Trading Volume
RXHZEHZE20E02 8

Outstanding Analyst Awards

RFDhIMED (2 H)



E PRt &

01

Milestones

:'*'_E
X —

51



2004.08.25

2008.12.23

2011.01.14

2017.06.01

2018.06.26

2018.07.16

2018.10.11

2018.11.14
2019.06.05
2019.06

2019.07.24

AEERAREY (FU) £ LBHERZPRER EH

XERWPERES (RTHEHBADTHAEABMNRBRELRNETEIN) BHHY
ERTE, FATEREHBEERURE —MME ETHAERS A, B3
BYENME—RRERAE e, REIZECHREHIITIAR.

WAL MER BT AT BRSBTS 90.55 A F (8iA4it)
WAREBRERLI A B HER FIA 2 IKEREITERENIE R

PARERARET S£91E1T
REIBFPETIAA 180CST MARERIEEAMWER 180CST AnAMKLR, RXZHMIH 10
i / F=E#9 50 il / F

SHEBRENT SRR, WMELREAGI RS RR
(PE (WD) BRRAZHLXEFMTHABRICREEEESITIE) Kt

AL RERET 52 ZRIELT
REGIRERM R 180CST AEAMALRIEEE AR 380CST AR R,
B 2018 6 A 27 Aic, EEMBIMEERARSARIER .

MAECRERST (FU) ELBHRXRZFAENEERS, BT REFRHBRHHEN
MEIER A =

KA BN, ®ERRE. ARTIHN HRZER. EHE5&E85NMERE
#RZHNE IV EaEPERRERSEVERAT. AALITIA LG HERAT. &
EBESABERITAE. TINTERMAEHRYIERQE. LEERGHETH
[BAT. BRIHERRS (tR) BEAT. MNEELIWERAT. EEEER
FREEERATE, HHEMXE 59,658 F, AR5 18.04 27T, FEE 10,840 F,
HhF 54 FU1901 Bi3c 2 52,616 F, ARARREEN 15.90 1270, (WA4kIT)

kbl (HAtY) HmRBIMBEITME) &H
MFEOWIME S MR IE. REFEEE. B, Bzt 8 Tuets, LUE— et
HREmAEE, REMEKEEN .

B B RE 380 JARLBERASI & B LR
PEGHERELERAT 2,000 MARCENERHPERERE (FBUL) BRAF
(A1), EMERER AR SRAE R,

PARERARSI A& B AT

EEE SRS Hm B EERARE R 5552
PEMBPEEIERIERDTAERNE LM B ERE REEAEA SR T
MELAT AR S0 mE S MRREER L SS, ERREZRES. #O. FE=U
— AR N ARTUR D Ao

EEEBRM 380 AFERHAE G RE A 55K

FRET SR C<RY 500 MRERAL 380 WMAKRLHHEASIAZBIMM BRI RIREIRb/E, B
FENDEBAL ‘B 67 R U—M S A A o R INEFRYITFE “BhDER” TR,
e THYER, BEEVEGMITAMETRHIIDERN LSRR, HIEE
RIHER,

02



2019.07 ©

2019.10

2019

2019

2020.01.22

2020.04.27
2020.04.28

2020.05.01

2020.06.22

2020.07.01
2020.08.01

2020.08.10

2020.10.04

2020.11.02

ERNZ SRR BRI E R RN AR 7
@ik EREN R (2020 F2IKARABRARIRIR < SEhE S %)

2019 FERRERERRAACE 1.77 12F, RIELIEHN 350.02%; ALACEEN 4.27 H127T, @A
FEIB A0 254.49%, FERIFE 46.20 HF, RIELIEHN 121.65%, (SRiHFEIT)

WRRDHERS AR EHES FIA 2IKEEREITE REL9% N

PEGRGEECREOE (%) HEBESEM

MEER. HS2/. BREBEARM (XTWEFAMITAMAIMEAEEHEITHOR
MERIASE), B 2020 F2 A 18, WERTAREREGEE DI
B (FFm4RI57 27101922) , SHTHMR (%) HMEER, EEMEOBRHRENA 13%,

PECRER R O BRI 119.89 BF (RBFRI)
AEERARE R B £ 591.91 HF (BRia4it)

IS5 EF TIA 2020 FRARAR AL R L OACER

BSE. BREBRM, KRR 5-7 SRkEE Ra8FsTF 0.5%m/m, BXEm
413 2710192210) AN (EOFPIEEEREYME R (2020)) FH, mSHTX
2020 FHE—HAWRALAAREHE DECHERN, AxA Rt —RAZHORTS1T
1,000 0, FRFESH 295 A, Al 429 i, FiEsd 86 M. Rk 90 S, AR
yIA, 100 50,

RERARERIRE (LU) £ EBEFRERAIZ RO L

XA EirTa. #NMRE. ®RXE. ARTIHN X5EN. BAS5&E5%MN
RZM=H[MEF DN 106 K. 650 4, BEHEAL 1,070 F. HPEFEHNEL LU2101
BEHMKRE 130,439 F, FOE 24,859 Fo FEHERSZWVAERAT. HAKHT
RUBHEBRRR. R aEbaERIERR. A RERARE. AT EHE
FEUIVBRARNFLZFAESSEHD, (80511)

BRI S B & 2R 1
“RERAREREAST £ RPE (L8 BHASRRKEHHEReHERA

EEE SRR 380 MELHHAR G RE iz Ol 555K

FALBXREET, “MAERSK TACOMA” ¥ S ARG LA REM 2 S80I, 7T
P29 1.6 FMEfRAT 380 MAREBRHAGTEMEERLY, SCHOEMME, MECHEED
OV S5 TR .

EEERPEBXE A AU S LB

HFBATIZ AT (MSC) REUEEREFEALAE “SANTAVANESSA” TE7F IRKBX EHEEH
FAREDK, BZ2REWIBRAXINLEBERAZBRATRME 1,000 MIRFER
MARAMEL RN EBX NG, 2EEREBXERMITMAMA R R SR,

ERAREREAT € LR
AT EBRX P AERF LA RAEETBENTERALLT 8 4,090 MR
PERERNEER AR, SEMAERE BRI € 8,

03



2020.11.23 Q

2020.12.14

2020.12.14

2020.12.25-31

2020

2020

2021.01.22

2021.03

2021.06

2021.06.21

2021.06.21

2021.07

EEERMAMEEHAE c BB SN

EFNER. AULBXRIZET, MR “AEm 5" K 1,600 MEEHTAREREA T
RESH@IDEEF L BT FEIME “SEACON BRAZIL”, STREIRE BRI HAR b
REMHIS, B BORBMAEEAMNEERRGE R ER/RMINENERZLIN T
WEPMRIE. MEFRER. XA HEReIFE mER .

BRI SRR IRIMEECEMN &4
(LEERFRERZZFOZEAN) (BITR). (LEERERRZ P OERARE VS
EEAN) LUK (LBEFRRERZ S R ORRAREREI SR IMNR IR 51551 &1,
RFRARERERSISINT AL E, “RANARE + IRIMEE” B2l SR, NhER
HEMpEKEINTEIRRE R, RSERNERES A EREZR.

LA B KRR R . SRR F. EERRRIRINIWZEIRIL
PEAHEREVERADMNERERMRECHARERARZ B &, RINZWRRN
K. EEFAL

R EY B R B IR S W SR &l 55 K7
LU2101 495 ERARE] 4.66 HiE, RENEEN 1.16 1270, e Einz). FERR
=R AT S5 EHBRRU S,

- EREREDREREIAH O
2020 FHREMARERE OE 1,549 H, FIECIEIN 44.24%.

PARERERTI R AL EH R FIA 2IKEEREITERGLEZ, AIRENHREHHE—

EEE BRI B AR L 555K

EEER T LR B KRG R BN WSS THRECIHT, TeRE REAGI R & AT
S5, EHRERMZFMBANYIRBMERTRE LR, WD DBITERRE MmN
BRI EE RiFEhito

PEARLREI SN IR B ERNIRIIN A SV EN B &

Sl inEs HRAERAE k). BERERRAES Gl UNPIRERR
Mz 2B T U BB ERREERA S ORI AR A S L F AT EERIRG A M
FERMN AR, PERMARERASE AL R R 2 KA BIARERIT L BN ISR i
=Tt

R ERFMITARRERRARE R EEEHTIE) Kk

B AR B — B B EA LR RFAERNE B 2N E LB
PUINEAT

EERERGREINIERRSRZZ TR0 CGRR0) HEMHES DU R AR LS
BN NEENALFRBERZEDERMEINEN S, XSRASIENEZCFR, H
LRI NI SEMRRIRRM T —FREK. IRNEHMBE, BEITREA
RHLRBARERINEL B RZIR /70

MRAEERIREREICEBE L. AL, SESFHEEEZLEORF
WAREBOEEBRAB M ANERAREEATHEE X B & F.

2021 FRKAUEH O HSE RN EisHRE—
(2021 #rfe - HEBBEFRMETORKRESIRS) %, TRALBERBSEFR
BO+T®, FERHRMORT LS, 5% .

04



2021.09.16 O

2021.10.13

2021.10.21

2021.10.29

2021.11

2021.11.13

2021.12.09

2021.12.15

2021.12.16

2021.12

2019-2021

2020-2021

2022.01.28

2022.02.11

2022.05

BRI S 29181
B2022 3818, XMEMRAFERRE BRI ENMAE CRBERUHIRERITI .

MRER AR A LIRNLE] R 2021 FE"#FE (D) BHRAZR
BXRERIERIFZG

SPE AR AR AR IR T 2 IR Rl 1B E 5
PEEHIIALEEERAR. PEMAREERIERR. NIERBXHamie
HERREQR WDEBEMRRZERAE. I HRAFEEERRARSFR
REWE5HRMN. HNMBUANART, ROTANVREREECERAEM (B17) 28
AWHBEENMANEK, BERRRRICTHHHNE.

RERAEE AR ISR N &
ERAFR. EHIRERMUE AT BERN, AHiRHLENNIESE,

RHLBIRRE 2 IKE 7SR HE

FEAERENSMAMEITIER & 2020 F “@IK-+HAMIDEED", /LB
UEEIKEN L,

“UEMPAEERERTT IR AT 5% 2020 FE LB MAIFRR=5R
HHtRECBRS FRSIERORNEX R Z Bl

EEtREC B ST e EARMORIFIIRNETX

wh i ARREREM (SO, 205K (NR). RERMESE (LU). PR (BO)
& LBEFRERR % 0B L amif.
(B BERRAZBMRERTREEEETTIE) &

2021 FR AR R EH O AL &N
29.68%, HEHE 8.34%

it L1395, HARf AW H61.11%, HaMA

KEGRBABRE BTN SR EIE K
2019 FF E R AR A RME N 291,072 5 ', 2020 4 7 1,687 5 M, [E L1 0
57.37%, 2021 £y 2,066 M, BEIELIEHN 22.47%.

WAL MER BT AL BESRFHER FIA 2IKBERENTERENE

(LEHERFMITARRERVCEINEEENE) &

EBRAREMAIEE B — RERR IO, ERRE F. SRR ZWER L
PEANRFEREE B RABRARMMELRINE —XERARZBE &, BRI
BRI FAEE. PAUMAER ARSI ARRARERRRER %, MR
IRERRETEE M,

NBERFATARR R IR EIRETE) &1

S5 EF NIA 2022 G55 HURMPAEDR S OECER

HOBECEN 5179 650 HIEAN 325 50, IRAFREIEAEM 21.9% EF RIREFLE R
RPN ETIR A, 2022 F—=EHEREMECET 2R RTE M HER
68%, EMMHIHTF UL,

05



20

20

2022.05 ©

22.06.09

22.06.21

AULEFRATARAR R MR R E R R B K 17 R
AU EEE R 17 R, Hh 5 ReEMR, 12 RAWKEHERR,

FRAREREREE AC & 25.85 A F, gIhsEHE (RiAFIT)

{RERIARERARST_E T R & F B R E A LR AR R R AL H LS IRNE B R M NI
EBRIhEEAT

PEAURRAREERBAGERN SIANE S IRNIE], BRSSRNBMUN: BRE
fr (BB) BRAE. REFXMMEEBRAF. TRANS POWERCO,, LTD.. HG
SHIPPING GROUP CO.,LIMITED. ETL SHIPPING (PTE.)LTD.. A ILKAESEBRAE,

06



iz 1:

wbs (FU) FERRAERSE (LU) §

BEER (FU) fampiebs (LU)
pRAEE FIABEIRZE EANAefE pAzE FIABEIRZE EANRef s
BF) H# H& BF) H# H#=
20184 3,926.88 16 7 — — —
20194 17,671.94 4 3 — — —
20204F 47,119.34 2 1 976.23 27 19
20214 27,699.38 2 3 1,859.48 25 19

#LEATE):

hE

20214 12 A 31 H

(AR mpteel G o GRS R
AR AEERERAT

EEREL A ERERREAR

I ERARS ORI BRAE

FEEGZRRDBRAT

PIRTRFRARSBIRAE

I ERRS E) BRAS

BREREE (B8 BRAE

ERKBRAEEERAT

AR BIREAR

Ethe (b8 KABRAE

]

ERBELNMEERRAT

MR EARERGRAD

AL R EEARAE

AL EASR L BIRAE

BERREE (D) BRAR

FRETIEAREEGRAF

LR a R AEEFRAT

Al EIN

Mz 3:

202F374H

FEERATAERTCHEERRRE S 2

HS S| 2R KLERR
1 FRERGARREIE RSEAT 2EER
2 PRI IAILAREREAT =EER
3 A BRI RHE R B IR A S EERER
4 RN TREERAE Z[EER
5 Ao aaEERNERAT ESEl
6 AL TR BIRAE AHLLREER
7 ALERERRZEREAR FHULRERE
8 PR ERMRARERAR AHLLRERR

ar7



PEERATARERTCHEEFRE 2 2

RS 1AV R KERR
9 EHEHARL)BERT FHLRRER
10 SEEERFEL)EBRERAR AHLRRER
11 FHLEZITF s B E AR AR AR AN B IR A F] FHLLRERR
12 LB BX PR E RSEAF AHLLREER
13 haEm B R EREREAT FHLLEEAR
14 AnIE R RERE L ARAR AHLAEER
15 HrRERATI)BELAS FHLLAERR
16 el (B BRASF FHLLARER
17 AL AR BIRAT FHLRZER
18 AT EREEEEERAT RIIRRER
19 AR ERYIRRARIEIRAS RIIRRER
20 P HHE RIERAE RIIRRER
21 [N & AR B R AR [INREER
22 IINTZ eERRAR MR
23 PRLEER OBR) BIRAE SRR
24 A HEOER RMRAEHN AR AT ISEhER

B LEEYE]: 202244 B 21 H

f¥z 4:
2017-2021F RENE AR R~ 8
20174 2018%F 2019 20204F 20214
PEEEE (A 2,646 2,343 2,466 3,381 4,339
B (%) 2.28 1145 5.25 37.08 2837

ERR: ERAIE

2017-2021 F R E/AMRELRINES

20174 20184 20194 20204 20214
ﬁ"%@%‘ﬂzi 1,791 1,881 1712 2277 2726
/
X R ARF AL
3 ?Eﬁ@* v 690 670 640 590 660
1%%%@@5?2&?%% 1,111 1211 1,072 1,687 2,066
\/JHd

HIBRR. BXREE.




2004.08.25

2008.12.23

2011.01.14

2017.06.01

2018.06.26

2018.07.16

2018.10.11

2018.11.14

2019.06.05

2019.06

2019.07.24 ¢

Fuel Oil futures (FU) was listed on the Shanghai Futures Exchange for trading

The listing marks a major progress under the Opinions of the State Council on Promoting the Reform,
Opening-up, and Steady Development of the Capital Market. The fuel oil futures was one of the first
futures products approved following the overhaul of China’ s futures market and the only domestic
energy futures product at the time. It was the first step to build up China’ s crude oil futures market.

Trading volume of fuel oil futures reached the historic record of 905,512 lots (Single-counted basis)
Trading volume of fuel oil futures ranked fifth among all energy derivatives in the world by FIA.

Fuel Oil contract was revised
Deliverable grade was adjusted from industrial 180 CST fuel oil to domestic 180 CST bunker fuel. Contract
size was updated from 10 mt/lot to 50 mt/lot.

Fuel oil futures market remained sluggish due to change in consumption structure and other factors

Interim Measures of the China (Zhejiang) Pilot Free Trade Zone for the Administration of Bonded Oil Sales
to International-Route Vessels took effect

Fuel oil futures contract was revised for the second time
Deliverable grade was changed from domestic 180 CST bunker fuel to bonded 380 CST bunker fuel.
Existing contracts stopped trading since June 27, 2018.

Fuel oil futures contract was relisted on the Shanghai Futures Exchange, the first pricing mechanism for
China’ s bonded bunker fuel market

The futures product was traded by “net pricing, bonded delivery, RMB denomination.” The listing day saw
active trading by PetroChina International Co., Ltd., Sinopec Zhejiang Zhoushan Petroleum Co., Ltd.,
China National United Oil Corporation Ltd., Guanzhou Twinace Petroleum & Chemical Co., Ltd., Shanghai
Gaoying Petrochem Co., Ltd., Mercuria Energy Trading (Beijing) Co., Ltd., Hangzhou Zheshi Industrial Co.,
Ltd., and Shanghai Haitong Resource Management Co., Ltd., among others, during the call auction
session. On the first day, trading volume, turnover, and open interest hit 59,658 lots, RMB 1.804 billion,
and 10,840 lots, respectively. In particular, FU1901, the main contract, was traded of 52,616 lots at a total
value of RMB 1.590 billion on the listing day. (All figures are on a double-counted basis)

Interim Provisions on Supplementary Inspection Items of Fuel Oil (Futures) was issued

Eight new alcohols, ethers, and phenols, including styrene and phenol, were added to the list of com-
pounds to be inspected, resulting in more effective management of the deliverable grade and better
protection of the interest of futures investors.

The first warrants for bonded 380 CST fuel oil futures were created

PetroChina International Co., Ltd. registered the first warrants for the high-sulfur fuel oil futures after load-
ing 2,000 mt of the deliverable grade into the depot of Sinochem Xingzhong Oil Staging (Zhoushan) Co.,
Ltd. (Sinochem Xingzhong).

The list of market makers for fuel oil futures was released

Low sulfur fuel oil (LSFO) blending with component oils of different HS Codes started for the first time in
China

China Marine Bunker (PetroChina) Co., Ltd. (Chimbusco) completed China’ s first LSFO blending from the
low sulfur components and sulfur-containing deep-processing components, of different HS Codes,
produced by domestic refineries. This signals the inception of a new, “production +import + blending”
supply model in China for LSFO

Direct bunkering service backed by the warrants for bonded 380 CST fuel oil futures debuted in China

09



2019.07

2019.10

2019

2019

2020.01.22

2020.04.27
2020.04.28

2020.05.01

2020.06.22

2020.07.01

2020.08.01

2020.08.10

I

Five hundred metric tons of bonded 380 CST fuel oil previously stored in the futures delivery depots oper-
ated by Sinochem Xingzhong were loaded out and fueled into three cargo ships including the Spanish
vessel CELANOVA by the Zhoushan-based bunker barge Guo Hong 6. This type of bonded bunkering oper-
ation, completed for international-route vessels directly following the cancellation of the futures warrants
and the load-out of the deliverables, offers convenience to enterprises engaged in spot trading.

Multiple domestic refineries have successfully produced low sulfur fuel oil to be supplied to the bunker
fuel market

The Ministry of Transport issued the Implementation Plan for the IMO 2020 Sulfur Limit

In 2019, the SHFE fuel oil futures contracts recorded 177 million lots in trading volume, 350.02% higher
than the year before. Turnover hit RMB 4.27 trillion, up by 254.49%; year-end open interest was 462,049
lots, up by 121.65%. (Single-counted basis)

Trading volume of fuel oil futures ranked fourth among all energy derivatives in the world by FIA.

China instituted tax refund/exemption for export of bonded fuel oil

The Ministry of Finance, the State Taxation Administration, and the General Administration of Customs
jointly issued the Announcement on the Implementation of Export Tax Refund Policy for Fuel Oil Supplied
to International Voyage Vessels. Effective from February 1, 2020, the tax refund/exemption policy would
apply to fuel oil (HS Code 27101922) supplied at Chinese coastal ports to international-route ships at the
VAT refund rate of 13%.

Open interest in fuel oil futures reached a historic high of 1,198,886 lots (single-counted)
Trading volume of fuel oil futures reached a historic high of 5,919,090 lots (single-counted)

The Ministry of Commerce issued the export quota for low sulfur bunker fuel for 2020

The Ministry of Commerce and the General Administration of Customs added LSFO No. 5 to No. 7 (sulfur
content not higher than 0.5% m/m, HS Code: 2710192210) to the Catalogue of Goods Subject to Export
License Administration (2020). The Ministry of Commerce also announced the first allotment of export
quota of low-sulfur bunker fuel for 2020. A total of 10,000,000 mt of export quota was allotted to 5 oil com-
panies: CNPC 2,950,000 mt, Sinopec 4,290,000 mt, CNOOC 860,000 mt, Sinochem 900,000 mt, and Zheji-
ang Petrochemical 1,000,000 mt.

LSFO futures (LU) was listed for trading on the Shanghai International Energy Exchange (INE)

LSFO futures is traded on the basis of “international platform, net pricing, bonded delivery, and RMB
denomination.” Call auction on the day of listing saw 1,070 lots being traded by 106 members represent-
ing 650 clients. On the first day, the dominant contract LU2101 registered a trading volume of 130,439 lots
and an open interest of 24,859 lots. PetroChina International Co., Ltd., Sinopec Zhejiang Zhoushan Petro-
leum Co., Ltd., PetroChina Fuel Oil Co., Ltd., Sinochem Qil Co., Ltd., and PetroChina International (East
China) Co., Ltd. all took part in first-day trading. (Single-counted basis)

The list of market makers for LSFO futures was released

“INE’ s listing of LSFO futures” was named among the tenth wave of financial innovations of China
(Shanghai) Pilot Free-Trade Zone

China’ s first warrant-based re-export of bonded 380 CST fuel oil futures was completed

Under the supervision of Zhoushan Customs, the ship MAERSK TACOMA anchored at Berth No. 2 of
Aoshan Oil Hub of Sinochem Xingzhong completed the load-out of around 16,000 mt of bonded 380 CST
fuel oil for transport and re-export to Singapore. This represented China’ s first futures warrant-based
re-export of commaodities.
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China’ s first bunkering service to international-route ships cross Zhejiang and Shanghai port areas was
completed at the Port of Yangshan

At the Shangdong Wharf of the Shanghai International Port (Group) Co., Ltd. in the Yangshan Port Area,
SANTA VANESSA, a large container ship operated by MSC, was supplied 1,000 mt of bonded low-sulfur
bunker fuel by Zhejiang Seaport International Trading Co., Ltd., a company based in the Zhejiang
Free-Trade Zone. This marked China’ s maiden trial of cross-port bunkering of international-route ships.

The first LSFO futures warrants were created

PetroChina International (Zhejiang) Co., Ltd. registered and created the first warrants for the LSFO futures
after delivering 4,090 mt of the fuel (produced by CNOOC Zhoushan Refinery and entitled to tax refund at
export) into the depots operated by Sinochem Xingzhong.

First direct bunkering service backed by the warrants for LSFO futures was completed in China

With the support of Zhejiang Customs and Zhoushan Customs, the bunker barge Zhe Hai You 5 supplied
1,600 mt of LSFO (obtained through delivery against the LSFO futures) to the Liberian vessel SEACON
BRAZIL, completing China’ s first direct bunkering operation backed by LSFO futures warrants. This opera-
tion represented an innovation in delivery supervision, namely, guaranteed quantity, traceable process,
and controllable risk throughout the load-in, warrant creation, and bonded supply of domestically
produced, tax refundable for-export fuel oil.

Rules for group delivery and overseas take-delivery of LSFO futures were introduced

The Delivery Rules of the Shanghai International Energy Exchange (Revised), the Group Delivery Manage-
ment Rules of the Shanghai International Energy Exchange, and the INE Guidelines on Take-Delivery of
Low Sulfur Fuel Oil Futures Overseas were released. These rules have made factory delivery and the
all-new model of “domestic delivery + overseas take-delivery” available to LSFO futures. These changes
would help build experience for the quality opening-up of China’ s futures market and support China’ s
new development paradigm under the “Dual Circulation” strategy.

The first group delivery center, factory warehouse, and overseas commodity storage facilities for the
group delivery of LSFO futures were established

PetroChina International Co., Ltd. set up the first factory warehouses for LSFO futures as a group trader.
The overseas delivery locations are in Singapore and Fujairah.

First cross-border take-delivery of LSFO futures was completed

46,590 mt of LSFO, valued at RMB 116,102,280, was delivered against the LU2101 contract. Three compa-
nies in Singapore—Trafigura, Freepoint, and China-Base Resource—took part in this first cross-border
take-delivery transaction.

China recorded the net export of fuel oil in the last decade
China exported 15,490,000 mt of fuel oil in 2020, up by 44.24% from the year before.

SHFE’ s fuel oil futures posted the second-largest trading volume among all energy derivatives in the
world (by FIA) and the highest in the domestic futures market

First pledge of bonded fuel oil futures warrant was completed

The Shanghai Customs processed the first application for pledge of the bonded futures warrants, to sup-
port innovation by the Yangshan Bonded Port Area in the bonded delivery of futures. This type of transac-
tion promises to imbue financial functions to bonded delivery in addition to its current logistical func-
tions, thus helping Shanghai build a large-scale commodity market.

INE” s LSFO futures served as the price benchmark for overseas fuel oil trade for the first time

Freepoint Commodities Singapore entered into bunker supply contracts with Chimbusco International
Petroleum (Singapore), China Merchants Energy Trading (Singapore), and COFCO International Freight,
with the contract price linked to the price of INE” s LSFO futures contract. This demonstrates the rising
pricing influence of the LU contract in the Asia-Pacific and global bunker fuel markets.
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The Trial Measures of Shenzhen for the Administration of Sales of Bonded Fuel Qil to International-Route
Vessels took effect

The ceremony celebrating the first anniversary of LSFO futures and the publication of Zhoushan LSFO
bonded bunker price was held in Shanghai

SHFE and Zhejiang Mercantile Exchange (ZME) jointly launched the Zhoushan LSFO bonded bunker price,
which is anchored to the settlement price of INE’ s LSFO futures. The price represented a major
innovation in the collaboration between the spot and futures markets. It provides a new, proven, and
reliable pathway for transmitting the LSFO futures price to the spot suppliers and helps raise the promi-
nence of Zhoushan’ s spot market for bonded fuel oil.

Delivery storage facilities for LSFO futures covered major coastal ports in China including Shanghai,
Zhoushan, and Qingdao
Shandong Port Group Co., Ltd. was approved as a designated delivery storage facility for LSFO futures.

Shanghai ranked first in 2021 among international shipping hubs

For the first time in its history, the Ningbo Zhoushan Port ranked among the top ten international ports,
according to the 2021 Xinghua-Baltic International Shipping Centre Development Index Report. Domesti-
cally it ranked second, behind only Shanghai.

The LSFO futures contract was revised
The optimized deliverable grade and validity duration of warrants for the LSFO futures came into effect on
March 1,2022.

“Building the Zhoushan Quotation Mechanism for Bonded Low-Sulfur Bunker Fuel” was among the
second wave of best institutional innovations of the China (Zhejiang) Pilot Free-Trade Zone in 2021

The number of companies submitting offer quotes for the Zhoushan LSFO bonded bunker price has
increased to five

Sinopec Zhejiang Zhoushan Petroleum Co., Ltd., China Marine Bunker (PetroChina) Co., Ltd. (Chimbusco),
Zhejiang Free Trade Zone PetroChina Fuel Oil Co., Ltd., Zhejiang Seaport International Trading Co., Ltd.,
and Zhejiang Petroleum Fuel Oil Sales Co., Ltd. issued offer quotes for the bunker fuel. The quotes are in
Renminbi and calculated based on the current-day settlement price of M (first line) + 2 LSFO futures con-
tracts plus premium/discount, to directly reflect the LSFO price in the Northeast Asian market.

The mean of settlement for LSFO futures was released
SHFE and INE began to release the mean of settlement price of LSFO futures on their websites, to provide
price benchmarks for the market.

Zhoushan Port became the sixth-largest bunkering hub in the world
The Zhoushan Port leapfrogged to the sixth place on the 2020 list of the World Top 10 Bunkering Hubs
released by the Marine Fuel Industry Committee of the China Petroleum Circulation Association.

“The cross-border take-delivery of LSFO futures” won the Third Prize of the 2020 Shanghai Financial
Innovation Award

Trading interconnectivity was established between the SHFE Standard Warrants Trading Platform and
ZME’ s quotation system

Bonded warrant transfer and quotation module was launched on the SHFE Standard Warrants Trading
Platform

The quotation function was available for INE-listed products including medium sour crude oil futures
(SC), TSR 20 futures (NR), LSFO futures (LU), and bonded copper futures (BC).

The Interim Measures of Hainan Free-Trade Port for the Administration of Sales of Bonded Marine Fuel
was released
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The LSFO export quota for 2021 totaled 11,390,000 mt, of which Sinopec accounted for 61.11%, CNPC
29.68%, and CNOOC 8.34%

China’ s supply of bonded bunker fuel grew steadily
China’ s supply of bonded bunker fuel hit 16,870,000 mt in 2020, up 57.37% from the 10,720,000 mt in
2019. Supply rose again in 2021, by 22.47% to 20,660,000 mt.

For two consecutive years, the trading volume of China’ s fuel oil futures ranked second among all energy
derivatives in the world by FIA

The Measures of Shanghai Municipality for the Administration of Supplying Bonded Fuel to Internation-
al-Route Ships was released

A second company established the group delivery center, delivery factory, and overseas commodities
storage facility for the group delivery of LSFO futures

Sinopec Fuel Oil Sales Co., Ltd. became the second company to set up factory warehouse for LSFO
futures as a group trader, with the delivery location in Singapore. This means both CNPC and Sinopec are
operating factory warehouses for the group delivery of LSFO futures, paving the way toward more over-
seas delivery facilities in the future.

The Interim Measures of Guangzhou Municipality for the Administration of Supplying Bonded Fuel to
International-Route Ships was released

The Ministry of Commerce announced the second rounds of LSFO export quotas for 2022

The first and second rounds of export quotas were 6,500,000 mt and 3,250,000 mt respectively, rising by
21.9% from the year before. Domestic products are accounting for a progressively larger share of China’ s
bonded fuel supply market. In the first quarter of 2022, domestic LSFO output represented 68% of the
country’ s total supply of bonded fuel, being more competitive in the global market.

17 companies obtained license to supply bonded fuel oil to international-route ships in Zhoushan
Zhoushan is now home to 17 bonded fuel suppliers; 5 hold the national license and 12 hold the Zhoushan
local license.

Trading volume in LSFO futures hit a historic record of 258,487 lots (single-counted)

The ceremony celebrating the second anniversary of LSFO futures and the publication of bid information
on the Zhoushan LSFO bonded bunker price was held in Shanghai

The Zhoushan LSFO bonded bunker price now supported bids from buyers. Associated Maritime Co.
(Hong Kong) Ltd., Dalian Chun An Ship Management Co., Ltd., Trans Power Co., Ltd., HG Shipping Group
Co,, Ltd,, ETL Shipping (Pte.) Ltd., and Zhejiang Yonghang Shipping Co., Ltd. were the first group of com-
panies to submit the bid prices.

To be Continued. ..
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Annex 1:

Trading Volumes of Fuel Oil Futures (FU) and LSFO Futures (LU)

Fuel Oil (FU) LSFO (LU)
Trading FIA Domestic Trading FIA Domestic
Volume Energy Energy Volume Energy Energy
(10,000 lots) Derivatives Derivatives (10,000 lots) Derivatives Derivatives
Ranking Ranking Ranking Ranking
2018 3,926.88 16 7 — — —
2019 17,671.94 4 3 — — —
2020 47,719.34 2 1 976.23 27 19
2021 27,699.38 2 3 1,859.48 25 19

As of December 31,2021

Annex 2 :

List of Market Makers for LSFO Futures

Shanghai Jifeng Investment Management Co., Ltd. Shanggi Capital Management Co., Ltd.

Minmetals Industry Financial Services (MIFS) (Shenzhen) Co., Ltd. China International Capital Corporation Ltd.

COFCO Qidefeng Investments Co., Ltd. Changjiang Industrial Financial Services (Wuhan) Co., Ltd.

Maike Resource Management (Shanghai) Co., Ltd. Huatai Great Wall Capital Management Co., Ltd.

China Merchants Securities Co., Ltd. SDIC CGOG (Shanghai) Investment Co., Ltd.

Guotai Junan Risk Management Co., Ltd. Gelin Dahua Capital Management Co., Ltd.

Zhejiang Metals and Materials Co., Ltd. Zhejiang Zhegqi Industrial Co., Ltd.

Yuxin Investment Management (Shanghai) Co., Ltd. CITIC Securities Capital Management Co., Ltd.

Jiangxi Ruigi Capital Management Co., Ltd.

As of March 4, 2022

Annex 3:

List of Licensed Chinese Suppliers of Bonded Fuel Oil to International-Route Ships

No. Company License
1 China Marine Bunker (PetroChina) Co., Ltd. Natoinal
2 Sinopec Zhejiang Zhoushan Petroleum Co., Ltd. Natoinal
3 China Shipping & Sinopec Suppliers Co., Ltd. National
4 China Changjiang Bunker (Sinopec) Co., Ltd. National
5 Shenzhen Petroglory Group Co,, Ltd. National
6 Zhejiang Petroleum Marine Fuels Co., Ltd. Zhoushan
/ Zhejiang Seaport International Trading Co., Ltd. Zhoushan
8 CNPC & TAFO Marine Fuel Co., Ltd. Zhoushan

14



List of Licensed Chinese Suppliers of Bonded Fuel Oil to International-Route Ships

No. Company License

9 Consort Bunkers (Zhoushan) Co., Ltd. Zhoushan
10 CEFC International (Zhoushan) Petroleum Co., Ltd. Zhoushan
11 Zhoushan National Pelagic Fishery Base Group Marine Bunker Supply Co., Ltd. Zhoushan
12 Zhejiang Free Trade Zone PetroChina Fuel Oil Co., Ltd. Zhoushan
13 PetroChina Shanggang (Zhoushan) Energy Co., Ltd. Zhoushan
14 PetroChina International (Zhejiang) Co., Ltd. Zhoushan
15 Trafigura Energy (Zhejiang) Co., Ltd. Zhoushan
16 Sinochem Qil (Zhoushan) Co., Ltd. Zhoushan
17 Zhejiang Shenzhou Energy Co., Ltd. Zhoushan
18 Shenzhen Yantian Port Group Co., Ltd. Shenzhen
19 China Shipping & Sinopec Shenzhen Suppliers Co., Ltd. Shenzhen
20 CNOOC Sales Shenzhen Co., Ltd. Shenzhen
21 BP Guangzhou Development Oil Products Co., Ltd. Guangzhou
22 Guangzhou Circle Storage Co., Ltd. Guangzhou
23 Sinopec Fuel Qil (Hainan) Co., Ltd. Hainan
24 China Shipping & Sinopec (Yangpu) Suppliers Co., Ltd. Hainan

As of April 21,2022

Annex 4:
China’ s Fuel Qil Output 2017-2021
2017 2018 2019 2020 2021
Fuel oil output (10,000 MT) 2,646 2,343 2,466 3,381 4,339
YoY growth (%) 2.28 -11.45 5.25 37.08 28.37

Source: National Bureau of Statistics

China’ s Bunker Fuel Supply 2017-2021

2017 2018 2019 2020 2021
Bumé%tofggl@%)ply 1,791 1,881 1,712 2,277 2,126
pomescineriel | g

Sources: General Administration of Customs and JLC
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| Honors and Awards |

“The Listing of LSFO Futures”™ was among the tenth wave of Financial Innovations of the China
(Shanghai) Pilot Free-Trade Zone.

“The Listing of LSFO Futures” was shortlisted in the 2020 edition of the Top 10 Events of Building
the Shanghai International Financial Center.

“The Cross-Border Take-Delivery of LSFO Futures” won the Third Prize of the 2020 Shanghai Finan-
cial Innovation Award.

“Creation of the Zhoushan LSFO Bonded Bunker Price” was among the second wave of the 2021
Best Institutional Innovations of the China (Zhejiang) Pilot Free-Trade Zone.
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| Market Operations |

With the strong support and active engagement from market participants, both the fuel oil
futures and the LSFO futures markets have shown steady trading activities, smooth clearing,
settlement, and delivery processes, and increasing overseas participation.

(I) Growing market size and capacity to serve the real economy

In response to the implementation of the global sulfur cap on marine fuels in 2020 and other
industry trends, the Shanghai Futures Exchange (SHFE) listed the LSFO futures on the Shanghai
International Energy Exchange (INE). Both the regular fuel oil futures market and the LSFO futures
market have been running smoothly since the listing, with steadily increasing trading volume and
open interest. The 2021 data of the Futures Industry Association (FIA) show that by trading
volume, the SHFE fuel oil futures and the INE LSFO futures were respectively the 2" and the 28
largest energy derivatives in the world.

In 2021, a total of 276.9938 million lots of fuel oil futures were traded, a decrease of 41.95%
year-on-year (YoY). Year-end open interest was 493,500 lots, up 11.84% YoY. The monthly volume
reached a yearly high of 32,697,200 lots in March and a yearly low of 12,061,700 lots in December.
The highest month-end open interest of 493,500 lots was recorded in December and the lowest
of 256,500 lots occurred in October.

SHFE Fuel Oil Futures Trading Volume and Open Interes (Unit: Lots)
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As of December 31,2021
In 2021, a total of 18.5948 million lots of LSFO futures were traded, an increase of 90.47% YoY.
Year-end open interest was 75,700 lots, down 46.14% YoY. The monthly volume reached a yearly
high of 1,954,300 lots in November and a yearly low of 1,112,100 lots in February. The highest
month-end open interest of 143,700 lots was recorded in January and the lowest of 62,700 lots
occurred in October.
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INE LSFO Futures Trading Volume and Open Interest (Unit: Lots)
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As of December 31, 2021
(I1) Effective price discovery functions and widening international application of product

price

Whether it’ s between the closing price of the most active fuel oil futures contract and the price
of spot 380 CST fuel oil in eastern China, or between the closing price of the most active LSFO
futures contract and the price of spot LSFO in eastern China, the correlation coefficient has been
close to 0.9 since the listing of the two futures products. This shows that the futures markets can

effectively reflect the price changes in the spot market.

Fuel Oil and LSFO Futures Price vs. Spot Price in 2021 (Yuan/Metric Ton)
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On June 21,2021, SHFE and Zhejiang Mercantile Exchange (ZME) jointly launched the Zhoushan
LSFO bonded bunker price, which is calculated from the bunker quotes submitted by the major
Zhoushan-based bunker fuel suppliers, which quotes are in turn based on the daily settlement
price of the LSFO futures contract as adjusted by premiums and discounts. As of the end of 2021,
five bunker fuel suppliers— Sinopec Zhejiang Zhoushan Petroleum, Chimbusco, Zhejiang Free
Trade Zone PetroChina Fuel Qil, Zhejiang Seaport International Trading, and Zhejiang Petroleum
Fuel Oil Sales—were submitting quotes as bunker fuel sellers on ZME. These suppliers together
account for 84% of the regional market, which means their quotes can fully and objectively

reflect the price trend of the bunker market and are being closely monitored by the market.

(1) Improving market structure with active participation of institutional clients

As of end-2021, institutional clients showed an approximately 20% increase YoY in trading
volume and an approximately 15% increase in open interest in the fuel oil futures, and an approx-
imately 20% and 15% increase YoY respectively in the trading volume and open interest in the
LSFO futures.

(IV) Stable physical delivery volume that enables effective hedging functions

In terms of physical delivery, the total delivery volume of SHFE fuel oil futures in 2021 is 40,935

lots (409,350 mt of fuel oil), with total delivery value of RMB 945 million yuan. The highest delivery

volume of 14,389 lots (143,890 mt) was achieved in September and the lowest of 70 lots (700 mt)

was recorded in December. For the LSFO futures, the total delivery volume in 2021 is 41,089 lots

(410,890 mt of LSFO), with total delivery value of RMB 1.340 billion yuan. The delivery volume

peaked at 6,220 lots (62,200 mt) in April and reached its lowest point of 206 lots (2,060 mt) in July.

Delivery Volume of Fuel Oil Futures and LSFO Futures (Unit: Lots)
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(V) High-level opening up for high-quality development of the industry

1. The first cross-border take-delivery of LSFO futures completed to lead the two-way
opening-up of China’ s futures market

A new delivery model of “domestic delivery + overseas take-delivery” has been introduced to
the LSFO futures, made possible through group factory warehouses. The first overseas take-de-
livery transaction involved three companies from Singapore: Trafigura Group (Singapore),
Freepoint Commodities Singapore, and China-Base Resource Singapore. This is a milestone for
China’ s futures market in taking delivery activities international, which further improves the
accessibility of China’ s futures products and market connectivity under the Belt and Road Initia-
tive. This new delivery model expanded trading channels forindustrial enterprises, improved the
efficiency of resource allocation, and allowed for multi-dimensional risk management covering
domestic and international markets, futures and physicals, and online and offline tools. It helps
the industry develop a more sophisticated pricing mechanism and improve China’s pricing

power in the major commodities.

2. The first use of RMB price for overseas trades in the bonded bunker fuel industry
Freepoint Singapore, Chimbusco International Petroleum (Singapore), China Merchants Energy
Trading (Singapore), and COFCO International Freight inked bunker supply contracts which
reference the prices of INE LSFO futures as the pricing benchmark. This was the first time that
China’ s fuel oil futures prices served as a pricing benchmark in overseas trades. It has raised the
influence of RMB in the global pricing of fuel oil, contributed valuable experience to the high-level
opening-up of China’s futures market, and supported China’s new development paradigm
underthe “Dual Circulation” strategy.

3. Helping form low-sulfur bunker fuel quotations to build an integrated futures-physi-
cals market for oil and gas in the Yangtze River Delta region

SHFE and ZME jointly launched the Zhoushan LSFO bonded bunker price, which is calculated
from the quotes submitted by bunker fuel suppliers based on the settlement price of the LSFO
futures contract. This is the first RMB-denominated quotation mechanism in China based on
futures prices, providing a new, proven, and reliable pathway for transmitting the LSFO futures
price to the spot suppliers. This quotation mechanism was strengthened in June 2022 with the
publication of bid prices, submitted by five international shipping companies, for bunker fuel at

anchorages in Zhoushan, thus creating a bid-ask quotation model.

4. Futures-physicals market integration to promote functional innovations for the
futures market
SHFE and INE began to publish the monthly average settlement prices of the LSFO futures
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( “mean of settlement” ,MOS), to complement the monthly average prices in the spot market of
the corresponding product. This futures price information offers enterprises a more relevant
price reference for their ongoing production and operating activities, and can better meet their

trade pricing and risk management needs.
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| (High Sulfur) Fuel Oil Futures |

Table 1. Price (yuan/metric ton)

Opening High Low Closing Highest basis

2,067 3,291 2,021 2,892 1,270

Table 2. Trading

Trading Open Interest
Cumulative Cumulative Highest Lowest Highest Highest Lowest
volume turnover monthly monthly monthly month-end month-end
(10,000 lots) (RMB 100 volume volume turnover open interest open interest
million) (10,000 lots) (10,000 lots) (RMB 100 million) (10,000 lots) (10,000 lots)
217,699.38 70,455.63 3,269.72 1,206.17 8,021.14 49.35 25.65

Table 3. Delivery

Highest monthly delivery volume
(10,000 mt)

Cumulative delivery value
(RMB 100 million)

Cumulative delivery volume
(10,000 mt)

40.94 9.45 14.39

| Low Sulfur Fuel Oil Futures |

Table 1. Price (yuan/metric ton)

Opening High Low Closing Highest basis

2,673 4,054 2,566 3,691 1,488

Table 2. Trading

Trading Open Interest
Cumulative Cumulative Highest Lowest Highest Highest Lowest
volume turnover monthly monthly monthly month-end month-end
(10,000 lots) (RMB 100 volume volume turnover open interest open interest
million) (10,000 lots) (10,000 lots) (RMB 100 million) (10,000 lots) (10,000 lots)
1,859.48 6,270.03 195.43 111.21 724.56 14.37 6.27

Cumulative delivery volume
(10,000 mt)

Table 3. Delivery

Cumulative delivery value
(RMB 100 million)

Highest monthly delivery volume

(10,000 mt)

41.09

13.40

6.22
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01 ‘EZREAR
02 $RIAHALT 11 EmEAL
03 EEHRK 12 ERZE
04 m{SHALR 13 HWEBRE
05 ERER 14 ML
06 Y4FHA%S 15 FIRALY
07 fEEELR 16 FHsEALE
08 FHIETHA 17 KZHALR
09 ZRIFHAF 18 JERHAH
10 R HB%R 19 EiEH
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Top 20 Members by Trading Volume in SHFE Fuel Ol
Futures (2021)

01 Orient Futures 11 China Merchants Futures

02 Huatai Futures 12 ShenYin & WanGuo Futures
03 CITIC Futures 13 Eastmoney Futures

04 Haitong Futures 14 Zhonghui Futures

05 Guotai Junan Futures 15 Founder CIFCO Futures

06 Xinhu Futures 16 Industrial Securities Futures
07 Everbright Futures 17 SDIC Essence Futures

08 Guofu Futures 18 Huishang Futures

09 Galaxy Futures 19 Luzheng Futures

10 Huawen Futures 20 Huaan Futures

Top 20 Members by Trading Volume in INE Low
Sulfur Fuel Oil Futures (2021)

01 Huatai Futures 11 Haitong Futures

02 Galaxy Futures 12 SDIC Essence Futures
03 Guofu Futures 13 Huishang Futures

04 CITIC Futures 14 Zheshang Futures

05 Guotai Junan Futures 15 BOCI Futures

06 Industrial Securities Futures 16 Xinhu Futures

07 Huawen Futures 17
08 Founder CIFCO Futures 18
09 Orient Futures 19

Yongan Futures

Everbright Futures
Luzheng Futures

10 Minmetals Futures 20 ShenYin & WanGuo Futures
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Outstanding Analyst Awards
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Outstanding Energy and Chemicals Analyst Teams
(2021)

Energy and Chemicals Team, Industrial Service Institute, Guotai Junan Futures
Energy and Chemicals Team, SDIC Essence Futures

Energy and Chemicals Team, Research Department, CITIC Futures

Outstanding Energy and Chemicals Analysts (2021)

Li Qing, CITIC Futures Ni Mengxue, ShenYin & WanGuo Futures

Li Yunxu, SDIC Essence Futures Yao Qinyuan, Yongan Futures

Yang Jiaming, CITIC Futures Liu Jiao, Huishang Futures

Gao Linlin, Guotai Junan Futures Jiang Shiyu, GF Futures

Gao Ping, Luzheng Futures Wang Jiayao, TF Futures

Gu Shuangfei, Nanhua Futures Ye Haiwen. ITG Futures
Jin Xiao, Orient Futures Zhu Jintao, Everbright Futures

Chen Li, Huatai Futures
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In 2021, the fuel oil futures market has been running stable overall with the risks well under control.
The products have been functioning well, as the futures and spot markets show a high correlation
factor and a symbiotic relationship. Major innovations with the fuel oil futures prices were made,
greatly contributing to the two-way opening-up of China’s futures market and the creation of an
integrated futures-physicals market for gas and oil in the Yangtze River Delta region.

SHFE’ s next-phase plan relates to the following three areas. First, SHFE will continue to improve the
operations of the futures market, find new applications for futures prices—such as by promoting their
use by the domestic refineries, traders, bunker fuel suppliers, and other players within the bonded
bunker fuel industry—and expand the breadth and depth of the functions of futures products.
Second, SHFE will accelerate the integration of the futures and spot markets for LSFO, by providing
more price references, such as supply price and ex-tank price, for China’ s bonded bunker fuel market;
and promote product innovation to introduce more hedging tools, such as LSFO mean of settlement
futures contract, that address the pricing needs of the bonded bunker fuel supply industry. Third,
SHFE will continue to promote the high-level and institutional opening-up of the market, strengthen
engagement with international organizations, and vigorously encourage the application of “Shang-
hai Oil” prices in the international financial market to enhance the global influence of China’ s fuel
oil futures and boost the high-quality development of the real economy.

We look forward to working with all market participants to build a more prosperous market for high
and low sulfur fuel oil derivatives.
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