HKEx
R R

Interim Flash Report for USD/CNH Futures

12 August 2015

e The RMB in the offshore market continued to depreciate by more than 2 per cent on 12 August.
e The trading volume of HKEx’s USD/CNH futures contracts hit an all-time high of 8,061 contracts

(US$ 806.1 million notional) on 12 August 2015.

¢ Increase in risk reversals indicating further depreciation in the near future has created hedging needs for
investors to managing RMB exposures via HKEx’s USD/CNH futures market, which tends to provide

liquidity during volatile market environments.

Absolute Gap between CNY Fixing and Previous
Trading Day Close Dropped Substantially

6.45 -
6.40 -
6.35 - -
g 6.30 - £
x 2
[}
L]

Absolute Gap between ChH Fixing and Previous Close
e | SOV CINY
= PBOC Mid Price

Onshore and Offshore RMB FX Markets Show Some
Divergence at Close
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Divergence between Onshore and Offshore RMB has
Widened Significantly

PBoC’s new daily fixing framework is based on the
previous day’s closing rate in conjunction with
supply/demand factors and movements in other
currencies, which is more market driven.

The absolute gap between RMB fixing and the
previous trading day close has dropped substantially
from around 900 pips to 56 pips following the
PBoC’s move.

Onshore and offshore markets showed some
divergence at close. HKEx's after-hour futures
trading (AHFT) market for USD/CNH futures could
provide indicators about how the offshore market
interacts with the onshore one.

The spread between the onshore and offshore RMB
FX rate has widened significantly during the last two
days.

Whether the divergent trend continues is something

to pay close attention to in the future.

Source: Bloomberg, HKEx For more information, please email FICD@hkex.com.hk




RMB Carry Trade Deteriorated Substantially
Following PBoC Move

RMB carry trade performance has been flattening
since 2014, and deteriorated substantially following
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Risk reversal is the difference in volatility (delta)
between similar OTC USD/CNH call and put options,
which conveys market information used to make
HKEXx's USD/ICNH Futures Volume vs. trading decisions.
Risk Reversals Responding to the PBoC action on 11 August, risk
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For more information about the USD/CNH futures Contract Specifications,
please visit: http://www.hkex.com.hk/rmbcurrencyfutures
If you have any question, please contact us at:
Address:10/F One International Finance Centre
1 Harbour View Street, Central, Hong Kong
Email: FICD@hkex.com.hk
DISCLAIMER

All information contained herein is provided for reference only. While HKEx endeavours to ensure the accuracy, reliability and
completeness of the information, neither it, nor any of its affiliates makes any warranty or representation, express or implied, or
accept any responsibility or liability for, the accuracy, completeness, reliability or suitability of the information for any particular
purpose. HKEx accepts no liability whatsoever to any person for any loss or damage arising from any inaccuracy or omission in
the information or from any decision, action or non-action based on or in reliance upon the information.

The information does not, and is not intended to, constitute investment advice or a recommendation to make any kind of
investment decision. Any person who intends to use the information or any part thereof should seek independent professional
advice. Modification of the information in whole or in part, in any form or by any means are strictly prohibited without the prior
written permission of HKEXx.

Futures involve a high degree of risk. Losses from futures trading can exceed your initial margin funds and you may be required
to pay additional margin funds on short notice. Failure to do so may result in your position being liquidated and you being liable
for any resulting deficit. You must therefore understand the risks of trading in futures and should assess whether they are right
for you. You are encouraged to consult a broker or financial adviser on your suitability for futures trading in light of your financial
position and investment objectives before trading.
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