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EXECUTIVE SUMMARY

& The survey achieves a 100% response rate for the fourth consecutive year, thanks to
Members’ full support.

&> Trading activity in 97/98 (July 97 - June 98) rose 35.5% to an all-time record of
8,842,867 contracts (Chart 1).

= International headquartered Members’ share of trade volume rose to 44.0% in 97/98,
in line with their rising proportion of all Members (Chart 3).

= Trading remains the major transaction objective, accounting for 66.9% of total
trades in 97/98.

& Hedging and arbitrage transactions in HSI futures increased notably in 97/98.

&> Almost one-half of Red-Chip futures and options transactions come from overseas
institutional investors, compared with about 26.0% in HSI futures transactions.

%> Institutional investors are the major players of the three-month HIBOR futures while
retail investor participation in the market is minimal.
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INTRODUCTION

The Members Transaction Survey aims to gain an updated and dynamic Ferspective of the
Exchange's business mix (Chart 2). Questionnaires were sent to 116° Members doing
Exchange business to review their transactions in the HKFE's futures and options markets
during 97/98. A 100% response rate is achieved. The survey unveils the latest developments
of patterns and distributions of Members’ trading in HSI futures, HSI options, Red-Chip
futures and options, stock futures, three-month HIBOR futures and Rolling Forex markets.
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CAPITAL ORIGIN OF HKFE MEMBERS

= The number of Members who participate in trading increased further to 116 in 97/98.

&> 97/98 saw the proportion of international headquartered Members® rising to 27.6% and
their share of trade volume edging up to 44.0% (Chart 3).
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1 Due to recording limitation, this number does not include those Members who have their house and client
orders executed by other Members.

2. Findings are based on Members’ responses weighted by each Member’s trading volume.

3. Members who have more than half of the capital sources coming from overseas.



PURPOSES OF TRADING FUTURES AND OPTIONS

&> In 97/98, no major change in the overall trade pattern was observed and trading
remained the dominant transaction objective, accounting for 66.9% of all trades
(Table 1).

&> Chart 4 indicates that the proportion of hedging and arbitrage transactions in HSI
futures rose to 20.1% and 13.3% respectively in 97/98.

&> HSI options saw the share of trading surged from 59.0% in 96/97 to 66.8% in 97/98.

&> The proportion of arbitrage transactions in Red-Chip futures and options was 12.4%
in 97/98, while trading was 74.9%.

& About two-thirds of the three-month HIBOR futures turnover in 97/98 were for
trading and 16.3% for hedging.
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Trading W Hedging [J Arbitrage

HSI Futures HSI Options Re(zii;l(éh(l)[;g:));l;res Stock Futures

97/98 96/97 95/96| 97/98 96/97 95/96 97/98 97/98 96/97 95/96
Hedging 20.1 18.6 20.8; 223 227 314 12.7 27.5 136 293
Trading 66.6 697 67.1 66.8 59.0 58.2 74.9 71.5 858 550
Arbitrage 13.3 11.7 12.1 10.9 18.3 10.4 12.4 1.0 0.6 15.7
Total 100.0 100.0 100.0} 100.0 100.0 1000 100.0 100.0 100.0 100.0

3 -M(g:lﬂt:u}iISBOR Rolling Forex Total

97/98 97/98 96/97 95/96] 97/98 96/97 95/96

Hedging 16.3 35.8 374 6.4 201 202 220
Trading 68.9 64.0 616 555/ 669 673 656
Arbitrage 14.8 0.2 1.0 38.1] 13.0 125 12.4
Total 100.0 100.0 100.0 100.0[ 100.0 100.0 100.0




DISTRIBUTION OF TRADING FUTURES AND OPTIONS

&>

> Interest from overseas investors on HSI futures increased.

There is no remarkable change in the overall investor mix. Local retail investors continue
to be the principal market players, accounting for 38.8% of total trades in 97/98 (Table 2).

The proportion of their
transactions edged up to 30.8% in 97/98.

Local institutional investors played less of a dominant role in HSI options due to increased
overseas institutional participation, with the overseas institutional investors’ proportion
increasing to 36.0% in 97/98.

Interestingly, 46.6% of the 97/98 volume in Red-Chip futures and options came from
overseas institutional investors while the percentage of local retail investors was 28.0%.

- Institutional investors are the major players in the three-month HIBOR futures market.
They accounted for 69.6% of total trades in 97/98 and registered traders’ share to all
trades was 24.4%.
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HSI Futures HSI Options Reda;lglg‘;g(‘)‘;‘;’“ Stock Fufures
97/98 96/97 95/96197/98 96/97 95/96 97/98 97/98 96/97 95/96
Registered Trader n.a. na. na| 29.2 188 255 3.5 493 398 na
Member Proprietary Trading 90 97 120/ 34 85 109 1.4 1.0 13 14
Local Retail Investor 43.7 469 436/ 181 182 1l6.1 28.0 354 442 260
Local Institutional Investor 16.5 185 16.6] 12.3 353 268 20.1 12.9 147 436
Overseas Institutional Investor 26.3 231 251| 36.0 184 203 46.6 1.3 00 288
Overseas Retail Investor 4.5 1.8 2.7 1.0 0.8 0.4 0.4 0.1 00 02
Total 100.0 100.0 100.0{100.0 100.0 100.0 100.0 100.0 100.0 100.0
HllséhRA(;‘l?t:nes Rolling Forex Total
97/98 97/98 96/97 95/96| 97/98 96/97 95/96
Registered Trader 24.4 485 578 868 45 63 69
Member Proprietary Trading 5.9 07 18 13 80 91 102
Local Retail Investor 0.1 27.3 7.2 10.2| 38.8 395 389
Local Institutional Investor 43.0 206 154 1.1} 17.2 216 178
Overscas Institutional Investor 26.6 0.1 166 0.0{ 276 219 239
Overseas Retail Investor 0.0 2.8 1.2 0.6] 3.9 16 23
Total 100.0 100.0 100.0 100.0| 100.0 100.0 100.0




HSI HSI  Red-Chip  Stock Three-Month Rolling 97/98 | 96/97
Futures Options  Futures  Futures HIBOR Forex Overall| Overall
and Options Futures
ALL TRADING
Principal 9.0 326 49 503 30.2 492 125 154
Agency 91.0 67.4 95.1 497 69.8 50.8 87.5] 846
100.0 100.0 100.0  100.0 100.0 100.0 100.0f 100.0
Agency Trading
Local 66.2 45.0 50.6 97.1 61.7 942 64.1) 723
Overseas 338 55.0 49 4 29 383 58 359 277
100.0  100.0 100.0  100.0 100.0 100.0 100.0] 100.0
Agency Trading
Retail 53.0 28.4 29.8 71.6 0.1 592 48.8] 48.6
Institutional 47.0 71.6 70.2 28.4 99.9 408 51.2; 514
100.0  100.0 100.0  100.0 100.0  100.0 100.0] 100.0
Retail Investor Trading
Local 90.6 942 98.9 99.5 873 906 91.0] 96.2
Overseas 94 58 1.1 0.5 12.7 94 9.0 3.8
100.0  100.0 100.0  100.0 160.0  100.0 100.0y 100.0
Institutional Investor Trading
Local 38.6 254 30.2 91.0 61.7 994  38.4| 49.7
Overseas 614 74.6 69.8 9.0 383 0.6 616/ 503
100.0  100.0 100.0  100.0 100.0  100.0 100.0f 100.0
Local Investor Trading
Retail 72.6 595 58.2 73.4 02 569 69.2f 64.6
Institutional 274 40.5 41.8 26.6 99.8 431 308 354
100.0  100.0 100.0  100.0 100.0  100.0 100.0; 100.0
Overseas Investor Trading
Retail 14.7 3.0 0.7 12.2 0.1 956 123 6.7
Institutional 853 97.0 99.3 87.8 999 44 877 933
100.0  100.0 100.0 1000 100.0  100.0 100.0({ 100.0
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Report released on 18 August 1998.

Please direct all enquiries on content of the Members Transaction Survey report to
Mr. Kevin Cheng at (852) 2531 5050 or Mr. Eddy Lam at (852) 2531 5060. Hong Kong
Futures Exchange endeavours to ensure the accuracy and reliability of the information
provided, but takes no responsibility for any errors or omissions or for any losses arising
from decisions, actions, or inactions based on this information.

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

Hong Kong Futures Exchange Ltd.
6/F Asia Pacific Finance Tower
Citibank Plaza, 3 Garden Road
Central, Hong Kong

Telephone: (852) 2842 9333
Facsimile: (852) 2509 0555
Website: http://www.hkfe.com
E-Mail: prm@hkfe.com




