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EXECUTIVE SUMMARY

= The survey” scores a 100% response rate for three consecutive years, thanks to Members’
support.

= The number of Members doing Exchange business increases by 3.7% to 113'. Hong Kong
headquarter Members’ share of trade volume edges up despite a rise in the proportion of
international headquarter Members® (see Chart 2).

= Trading remains the dominant transaction objective and accounts for 67.3% of total trades.

= The liquid HSI Options market sees rising importance of non-registered trader trading, in
particular from local institutional investors.

= [nterest from local retail investors on Stock Futures are rising. They account for 44.2% of
the trades, up from 26.0% in 1996.

= A notable trend in the Rolling Forex market is the increasing participation of institutional
investors. Their proportion of trades surges from 1.1% in 1996 to 32.0%.

INTRODUCTION

The Members Transaction Survey aims to gain an updated and dynamic perspective of the
Exchange's business mix (see Chart 1). Questionnaires were sent to 113 Members doing
Exchange business to review their transactions in the HKFE's futures and options markets
during 1 July 1996 to 30 June 1997 (“1997”). A 100% response rate is achieved. The survey
unveils the latest development’ on patterns and distributions of Members’ trading in HSI
Futures, HSI Options, Stock Futures and Rolling Forex markets.

Chart 1: Classification of Member Trading on HKFE
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“ Report released on 11 August 1997

! Dueto recording limitation, this number does not include those Members who have their house and client orders executed by other
Members.

* Members who have more than half of the capital sources coming from overseas. SEHK RESEARCH L IBRARY
i Findings are based on Members’ responses weighted by each Member's trading volume. II"III"IIIIIIII"II'IIIII"III"IIIII'IIIIIII"I
EERMGBAEAE\RRIZPLIE 00060029

Room 401, Shui On Centre, 6-8 Harbour Road, Wanchai, Hong Kong,
Telephone: (852) 2531 5051 Fax: (852) 2824 4438

T
A

(al 4
1

M



CAPITAL ORIGIN OF HKFE MEMBERS
= The number of Members who participate in trading rise further to 113 (Chart 2).

= Hong Kong headquarter Members' share of trade volume edges up to 59.8% despite an
increase in the proportion of international headquarter Members from 22.0% in 1996 to
23.9%.

Chart 2: Number of Members and Volume by Type of Members
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PURPOSES OF TRADING FUTURES AND OPTIONS

= There is no remarkable change in the overall trade pattern. Trading remains the dominant
transaction objective and accounts for 67.3% of total trades (Chart 3).

= The proportion of arbitrage transactions in HSI Options rises further to 18.3%, while that
of hedging continues to fall to 22.7% (Table 1).

= Stock Futures and Rolling Forex depict dynamic patterns. Stock Futures shows a
phenomenal shift toward trading, the share of which surges from 55.0% in 1996 to 85.8%.
Rolling Forex sees the proportion of hedging balloons from 6.4% in 1996 to 37.4%.
Arbitrage activities in the two products shrink to insignificant levels.

Chart 3: Overall Transactiom Objectives
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Table 1: Sectoral Distribution of Transaction Objective (%)

HSI Futures HSI Options Stock Futures Rolling Forex

1997 71906 ! 1995|1097 71996 19951 1997 1996 19931" 1997 ° 1996

Hedging 186 208 19.7] 22.7 314 359 13.6 293 229 374 6.4
Trading 69.7 67.1 705 59.0 582 563| 858 550 46.2| 61.6 55.5
Arbitrage G724 9.8 183 104 7.8 0.6 157 309 10, 3841
Total 100.0  100.0 100.0] 100.0 100.0 100.0{ 100.0 100.0 100.0{ 100.0 100.0




DISTRIBUTION OF TRADING BY INVESTORS

= There is no dramatic change in the overall investor mix. Local retail investors remain the
major participants with their share edging up slightly to 39.5% (Chart 4).

= The percentage of local institutional investors climbs further from 17.8% in 1996 to 21.6%,
while that of overseas institutional investors eases further from 23.9% in 1996 to 21.9%.

= The liquid HSI Options market reduces reliance on the quotes from registered traders for
transaction. Hence, their share to all trades eases further to 18.8% amid growing local
institutional participation (Table 2).

= ATS trading and market making system on Stock Futures generate a new participant mix.
The percentage of local retail investors grows remarkably from 26.0% in 1996 to 44.2%
and registered traders account for only 39.8% of the trades.

= Registered traders play a less dominant role in Rolling Forex owing to increased
institutional participation, the percentage of which soars from 1.1% in 1996 to 32.0%.

Chart 4: Distribution of Overall Trading by Investors

30%
41.6%

40% -

30% -

20%

% of Total Volume

10% -

0% ~—— .
1995 1996 1997

Prﬁ:-ip'élmfrz_iding Local Retail Investor Local Institutional Investor
o Overseas Institutional Investor [0 Overseas Retail Investor

Table 2: Sectoral Distribution of Trading by Investors (%)

HSI Futures HSI Options Stock Futures Rolling Forex

1997 1996 1995| 1997 1996 1995| 1997 1996 1995 1997 1996

Registered Trader N/A N/A N/A| 188 255 266 398 N/A N/A| 578 868
Proprietor 9.7 12.0 105 85 109 10.1 1.3 L4 132 1.8 1.3
Local Retail Investor 46.9 436 45.1| 182 161 18.7| 442 260 30.8 7.2, 102
Local Institutional Investor 185 166 11.8] 353 268 124 14.7 436 26.9 15.4 11
Overseas Institutional Investor 23.1 251 30.7| 184 203 31.6 0.0 288 283 16.6 0.0
Overseas Retail Investor 1.8 2.3 1.9 0.8 04 0.6 0.0 0.2 0.8 1.2 0.6
Total 100.0 100.0 100.0{ 100.0 100.0 100.0/ 100.0 100.0 100.0| 100.0 100.0
Total Volume HSI Futures HSI Options Stock Futures# | Rolling Forex
1997 1996 1995| 1997 1996 1995| 1997 1996 1995 1997 1996

July-Juné ('000 contracts) 4,963 4,549 4459 1,267 774 678 2,200 167 4,294 293 116
% increase 9.1 2.0 213] 63.6 142 32.8|1,2174 N/A NA| NA NA

# In number of contracts. *From Mar-95 to Jun-95. **From Nov-95 to Jun-96.



GLOSSARY

Arbitrage:
The process of simultaneously buying and selling the same or equivalent products for a
riskless profit.

Hedging:
Utilisation of futures/options to eliminate or minimise the effect of price fluctuations of
an underlying financial instrument.

Trading:

Deliberately open a position in anticipation of a favourable price movement either in
short or long term.

Principal Trading:

Trading on the Member's own behalf, including as a Registered Trader or a proprietor.

Agency Trading:

Trading on behalf of the Member's retail and/or institutional clients.

(Local/Overseas) Retail Investor Trading:

Trading on behalf of retail clients in Hong Kong or overseas.

(Local/Overseas) institutional Investor Trading:

Trading on behalf of institutional clients in Hong Kong or overseas

APPENDIX
Table 3: Proportion of Members' Volume by Business Composition (%)
HSI HSI Stock Rolling 1997 1996 1995
Futures Options Futures Forex Overall | Overall | Overall
ALL TRADING
Principal 9.7 273 41.1 59.6 154 17.1 13.9
Agency 90.3 72.7 58.9 40.4 84.6 82.9 86.1
100.0 100.0 100.0 100.0 100.0 100.0 100.0
Agency Trading
Local 72.5 73.6 100.0 56.1 72.3 68.4 62.2
Overseas 2025 26.4 0.0 43.9 207 31.6 37.8
100.0 100.0 100.0 100.0 100.0 100.0 100.0
Agency Trading
Retail 54.0 26.1 75.0 209 48.6 49.8 50.3
Institutional 46.0 73.9 25.0 79:1 51.4 50.2 49.7
100.0 100.0 100.0 100.0 100.0 100.0 100.0
Retail Investor Trading
Local 96.3 96.0 100.0 86.0 96.2 94.4 96.1
Overseas 3.7 4.0 0.0 14.0 3.8 5.6 38
100.0 100.0 100.0 100.0 100.0 100.0 100.0
Institutional Investor Trading
Local 445 65.7 100.0 48.1 49.7 42.7 27.8
Overseas 335 343 0.0 519 50.3 57.3 72.2
100.0 100.0 100.0 100.0 100.0 100.0 100.0
Local Investor Trading
Retail 0 34.0 75.0 32.1 64.6 68.7 777
Institutional 283 66.0 25.0 67.9 35.4 31.3 22.3
100.0 100.0 100.0 100.0 100.0 100.0 100.0
Overseas Investor Trading
Retail 2 39 0.0 6.7 6.7 8.9 5.2
Institutional 92.8 96.1 0.0 93.3 93.3 I 94.8
100.0 100.0 0.0 100.0 100.0 100.0 100.0

All enquiries on content should be directed to Economic Research and Product Development, Mr. Kevin Cheng
[Tel. (852) 2531 5050] or Mr. David Lai [Tel. (852) 2531 5053]. Fax (852) 2824 4438.

E-mail address: eco@hkfe.com Internet address: http//www.hkfe.com/

Hong Kong Futures Exchange Limited endeavours to ensure the accuracy and reliability of the information

provided, but takes no responsibility for.any errors or omission or for any losses arising from action based on
this information.



