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INE completed the registration of Hong Kong Automated Trading Services (ATS).

the daily trading volume exceeded 50,000.

the daily trading volume exceeded 100,000.

the open interests exceeded 10,000.

the first ship of physically delivered crude oil futures was successfully unloaded to the
designated delivery warehouse of the Dalian PetroChina International Storage and
Transportation Co., Ltd.

the daily trading volume exceeded 200,000.

the market maker recruitment notice was released, and on October 19, the list of
market makers was disclosed.

INE was approved by Monetary Authority of Singapore as a Recognized Market
Operator (RMO).

crude oil price index was launched.

the number of overseas accounts exceeded 100, covering 12 countries and regions
across four continents.

added Sinopec Hainan crude oil futures delivery and storage site, with an approved
storage capacity of one million cubic meters and an initial usage of 400,000 cubic
meters.

the number of accounts exceeded 100,000.

the open interests exceeded 50,000.

the number of overseas accounts exceeded 200, covering 19 countries and regions
across five continents.

the daily trading volume exceeded 200,000, equivalent to that of WTI and Brent
futures in Asian trading hours.

the total open interests exceeded 100,000.

the number of overseas intermediaries had reached 59.

1. In October 2019, "The Launch of Shanghai's Crude Oil Futures" project won the Highest Prize of 2018
Shanghai Financial Innovation Award organized by the Shanghai Municipal People's Government.

2. Shanghai's Crude Oil Futures was awarded by the Futures & Options World (FOW) as

“The Best New

Derivatives Contract” of 2018 in Asia's capital markets and as  “The Most Innovative New Contract” of 2018
in energy and commaodity markets.
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2020 Shanghai Crude Oil Futures
Market Development Report

On March 26, 2018, crude oil futures were listed on the Shanghai International Energy Exchange (INE), marking
the first year of the internationalization of China’ s futures market. Over the past two years, with the strong
support and active participation of all parties in the market, the Shanghai crude oil futures has stood the test of
various geopolitical risks and extreme events in China and abroad and operates more smoothly than before.
Trading volume and open interests are rising steadily, and front-month contracts are active throughout the
trading hours, making it easier for enterprises to carry out hedging. More and more business entities, overseas
institutions and financial institutions have participated in the trading, and the structure of market participation has
been continuously improved. Delivery process is smooth and orderly, and is more closely linked to the real
economy and spot trade.

1. Prices are highly correlated with international crude benchmark prices

In 2019, against the backdrop of frequent international geopolitics conflicts and trade frictions between China
and the U.S., the international crude oil price fluctuated and shown an upward trend. The dominant contract of
Shanghai crude oil futures opened at 376 yuan/bbl at the beginning and closed at 488.1 yuan/bbl at the end of
the year, up 27.5% from its closing price of 379.1 yuan/BBL at the end of 2018. During the period, the highest
price was 531.7 yuan/barrel, and the lowest was 366 yuan/barrel. Shanghai crude oil futures is highly correlated
with the prices of CME WTI crude futures, ICE Brent crude futures and DME Oman crude futures, with correla-
tions of 0.862, 0.926 and 0.941, respectively.

Figure 1 Price Comparison with Major Global Crude Futures
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With regard to the basis spread, in 2019, the spread between Shanghai crude oil futures and the theoretical spot
price (Oman crude FOB price plus freight, insurance and etc.) reached as high as 12.61 yuan/BBL, and was
down as low as -40.68 yuan/BBL, and the annual average spread was -6.45 yuan/BBL. The fluctuation of basis
spread objectively reflects the change of supply and demand relationship between China and other regions,
effectively guides resource allocation and guarantees the national energy security.

Figure 2 INE SC V.S. Physical
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2. Trading volume and open interests rise steadily, SC has become a bench—-
mark in Asian trading hours

In 2019, the trading volume and open interests of Shanghai crude oil futures gradually increased compared with
that of 2018. According to FIA (Futures Industry Association), the trading volume of Shanghai crude oil futures
ranked 14th among the global energy futures and options products. The market size of Shanghai crude oil
futures was only right after the WTI and Brent crude oil futures.

In terms of trading performance, the accumulated trading volume in the last year reached 34.64 million lots
(one-side, the same as below) and the accumulated market turnover totaled 15.48 trillion yuan. The average
daily trading volume was 142,000 lots, up 1.2% year on year, and average daily turnover was 63.4 billion yuan.
During the Asian trading hours, trading volumes in the first three line contracts surpassed Brent futures in a
number of trading days. Moreover, the average daily open interests in 2019 was 28,800 lots, up 45.4 % year on
year.

Figure 3 SC Daily Trading Volume
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Figure 4 SC Daily Ol
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3. The proportion of overseas traders and institutional investors has increased
significantly, and the structure of participants has been continuously improved

By the end of 2019, there were 56 overseas intermediaries registered, 11 more than in 2018, and the channels
for participation were easier to get on board. Overseas clients were from 19 countries and regions across five
continents. The average daily trading volume and daily open interest of overseas clients increased by 106.5%
and 122.1% year on year respectively, accounting for 15% and 22% of the total, reflecting more active participa—
tion of overseas traders in China’ s crude oil futures. Upstream, middle and downstream industries, including
producers, trading companies and manufacturing enterprises were all involved. The average daily trading
volume and average daily open interest of general legal persons in the whole market increased by 62.3% and
54.4% year on year respectively, accounting for 25% and 30% of the total, proving that more physical enterpris—
es were using crude oil futures to hedge price risks. The average daily trading volume and daily open interest of
special legal persons increased by 29.7% and 151.4% year on year respectively, accounting for 10% and 33%
of the total, demonstrating that financial institutions were paying more attention to the crucial role of crude oil
futures in asset allocation.

4. Delivery process is stable and orderly, effectively connecting the spot market

By the end of 2019, there were six designated delivery warehouses and nine storage sites of Shanghai crude oil
futures, including one in Shanghai, one in Guangdong, three in Zhejiang, two in Shandong, one in Liaoning and
one in Hainan. In 2019, the total delivery volume of Shanghai crude oil futures was 17,618 lots, equivalent to
17.62 million barrels or 2.41 million tons, an increase of 518.39% on a year-on-year basis, with a total delivery
amount of RMB 7.856 billion. Among them, the delivery volume in June was the highest, totaling 2,812 lots,
equivalent to 2.812 million barrels or 385,200 tons. The main delivery oil types are Basrah and Oman, accounting
for 72.34% and 13.44% respectively. Refineries began to participate in delivery to adjust the surplus and short-
age of crude spot market, optimize crude composition and improve refining efficiency.

5. Price discovery function is more sensitive, and risk management function is
increasingly prominent

In terms of price discovery, the response to market fundamentals and emergencies is more sensitive and effec—
tive. In October 2019, when the freight of Middle East to China tankers fluctuated significantly, Shanghai crude
oil futures reflected the relevant price fluctuations in a timely and effective manner, providing an effective tool for
hedging the risk of freight and oil price fluctuations. In October 2019, after the explosion of Iranian oil tanker in the
Asian trading hours, Shanghai crude oil futures took the lead in the market, reflecting the market price fluctuation



and showing an effective and efficient price discovery function.

In terms of risk management, market size and structure are more conducive to the risk management of spot
enterprises. Since 2020, the novel coronavirus pneumonia epidemic has been spreading all over the world. The
negotiations on the OPEC+ reduction agreement failed, and the global crude oil demand is weak, resulting in an
oversupply. Crude oil prices are down sharply and volatile, and spot enterprises are facing enormous operating
pressure. The upstream and downstream enterprises of the industry have actively used Shanghai crude il
futures for hedging, and expanded trade channels by participating in delivery, effectively reducing the risk of
large price fluctuations on enterprise production and operation. During this period, Shanghai crude oil futures
open interests increased rapidly and reached new highs repeatedly, with the highest number of nearly 120,000
lots, almost three times higher than the open interests of 27,000 lots on the last trading day before the Spring
Festival. With the steady increase of open interest and the overall activity of contracts in recent months, it is
easier for enterprises to implement hedging strategies and form a positive interaction between market develop-
ment and enterprise participation. The market generally reflects that more and more investors are gradually
accepting the domestic crude oil futures price in a more matured futures market.

Conclusion

In 2019, Shanghai International Energy Exchange focused on the main task of serving the real economy, contin—
uously improved trading convenience, optimized market operation efficiency by improving trader suitability
system, simplifying account opening process, optimizing market making mechanism, expanding overseas white
list, releasing crude oil index and adding delivery warehouses. It attracted institutions from more countries and
regions to participate and to help enterprises effectively manage risks.

In the new year, we will accelerate the launch of the Trading at Settlement mechanism (TAS), steadily promote
crude oil futures options, promote the participation of insurance companies and commercial banks in trading,
and promote the use of Shanghai prices in spot trade. At the same time, we will continue to improve our rules
and regulations, reduce transaction costs, and provide all-round market services for all investors, including
domestic and overseas, physical and financial, institutions and individuals.
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List of 2019 INE Outstanding Member Awards

CITIC Futures Co., Ltd

Galaxy Futures Co., Ltd

China Merchants Futures Co., Ltd
Orient Futures Co., Ltd

BOC International Futures Co., Ltd
Yong'an Futures Co., Ltd

Haitong Futures Co., Ltd

Industrial Securities Futures Co., Ltd
Founder CIFCO Futures Co., Ltd
Hongyuan Futures Co., Ltd
Shanghai Zheshi futures Co., Ltd
Xinhu Futures Co., Ltd

Huatai Futures Co., Ltd

Nanhua Futures Co., Ltd

SDIC Essence Futures Co., Ltd
Zheshang Futures Co., Ltd

GF Futures Co., Ltd

COFCO Futures Co., Ltd
Everbright Futures Co., Ltd

CCB Futures Co., Ltd

List of Excellent Team/Analyst Awards

Excellent Industrial Service Team Award

Shenyin & Wanguo Futures Research Institute (Ni Mengxue, et al.), Huatai Futures
Research Institute (Pan Xiang, et al.), Bank of China International Investment Consulting
Department (Gu Jingtao, et al.), Founder CIFCO Futures Investment Consulting Depart-
ment (Sui Xiaoying, et al.), SDIC Essence Futures Research Institute (Gao Mingyu, et
al.)

Excellent Analyst Award

CITIC Futures (Gui Chenxi), Haitong Futures (Yang'an), China Eastern Airlines Futures
(Yue Peng), Orient Futures (Jin xiao), Zhejiang Merchants Futures (Wang Wenlin),
Everbright Futures (Zhong Meiyan), Hongyuan Futures (Zhan Jianping), CCB Futures
(Li Jie), Guotai Junan Futures(Wang Xiao), and Gelin Dahua Futures(Wang Kai)



List of 2019 INE Crude Oil Futures Trading Volume
Top 30 Members List

Huatai Futures Co., Ltd China Securities Futures Co., Ltd
CITIC Futures Co., Ltd Nanhua Futures Co., Ltd

SDIC Essence Futures Co., Ltd China Merchants Futures Co., Ltd
Guosen Futures Co., Ltd Zhonghui Futures Co., Ltd

Orient Futures Co., Ltd Huaan Futures Co., Ltd

Haitong Futures Co., Ltd Western Futures Co., Ltd
Zhongcai Futures Co., Ltd Guofu Futures Co., Ltd

Industrial Securities Futures Co., Ltd Dalu Futures Co., Ltd

Guotai Junan Futures Co., Ltd Industrial Futures Co., Ltd
Guangzhou Finance Holding Futures Co., Ltd. Jiangxi Rich Futures Co., Ltd
Huishang Futures Co., Ltd Zheshang Futures Co., Ltd
Shenyin & Wanguo Futures Co., Ltd GF Futures Co., Ltd

Jinrui Futures Co., Ltd SHZQ Futures Co., Ltd

Galaxy Futures Co., Ltd Hongyuan Futures Co., Ltd
Founder CIFCO Futures Co., Ltd Yongan Futures Co., Ltd

List of Overseas Intermediary Outstanding
Market Contribution Awards

DBS Bank Ltd.

J.P. Morgan Securities plc

HGNH International Futures Co., Limited

Straits Financial Services Pte Ltd

KGI SECURITIES (SINGAPORE) PTE. LTD.

CSC Futures (HK) Limited

Yuanta Futures (HK) Co., Limited

China Xin Yongan Futures Company Limited

Phillip Futures Pte Ltd

HGNH INTERNATIONAL FINANCIAL (SINGAPORE) PTE. LTD.
DA International Financial Service Limited

Jinrui Futures (Hong Kong) Limited

Societe Generale International Limited

BOCOM International Securities Limited

ICBC International Futures Limited

BANDS Financial Limited

CN First International Futures Limited

CES Capital International (Hong Kong) Co., Limited
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