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Disclaimer R E=EHH

The information contained in this document is for general informational purposes only and does not constitute an offer, solicitation,
invitation or recommendation to buy or sell any futures and options contracts or other products or to provide any investment advice or
service of any kind. This document is not directed at, and is not intended for distribution to or use by, any person or entity in any
jurisdiction or country where such distribution or use would be contrary to law or regulation or which would subject Hong Kong Exchanges
and Clearing Limited, Hong Kong Futures Exchange Limited (“HKFE”) (together, the “Entities”, each an “Entity”), or any of their affiliates,
or any of the companies that they operate, to any registration requirement within such jurisdiction or country.

No section or clause in this document may be regarded as creating any obligation on the part of any of the Entities. Rights and obligations
with regard to the trading, clearing and settlement of any futures and options contracts effected on HKFE shall depend solely on the
applicable rules of HKFE and the relevant clearing house, as well as the applicable laws, rules and regulations of Hong Kong.

Although the information contained in this document is obtained or compiled from sources believed to be reliable, neither of the Entities
guarantees the accuracy, validity, timeliness or completeness of the information or data for any particular purpose, and the Entities and
the companies that they operate shall not accept any responsibility for, or be liable for, errors, omissions or other inaccuracies in the
information or for the consequences thereof. The information set out in this document is provided on an “as is” and “as available” basis
and may be amended or changed. It is not a substitute for professional advice which takes account of your specific circumstances and
nothing in this document constitutes legal advice. Neither of the Entities shall be responsible or liable for any loss or damage, directly or
indirectly, arising from the use of or reliance upon any
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HKEX’s Currency Derivatives Products as Risk Management Tools

Mainland Users
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HKEX’s Currency Futures Product Suite

Expanding product suite and offering a number of unique products

USD/CNH Options

m The first physically

delivered USD/CNH - Pyl s2ied
Futures = Notional USD 100,000
= Notional USD 100,000 T

Sep 2012 Mar 2017

Additional RMB
Currency Futures

m Cash settled
= Notional ~ USD 50,000

Indian Rupee

Currency Futures

m Cash settled

= Notional USD 20,000

?

Apr 2021

1) EUR/CNH m Cash settled
2) JPY/CNH = Notional ~ USD 28,000
3) AUD/CNH 1) INR/CNH
4) CNH/USD 2) INR/USD

0O More to come (GBP/CNH)



Overview of HKEX’s Currency Futures Product Suite

RMB Currency Futures Settlement

Contract size Contract month
method

10 contracts months

Physical USD 100,000 Spot, next 3 calendar months and next 6
calendar quarter months
10 contracts months

Cash USD 20,000 Spot, next 3 calendar months and next 6

calendar quarter months

EUR 50,000
4 contract months
JPY 6,000,000 Spot, spot next, next 2 calendar quarter
Cash months
AUD 80,000
8 contract months
INR 2,000,000

spot, next 5 calendar months and next 2
calendar quarter months

USD Currency Futures

10 contracts months
RMB 300,000 Spot, next 3 calendar months and next 6
calendar quarter months
Cash
8 contract months
INR 2,000,000 spot, next 5 calendar months and next 2
calendar quarter months







USD/CNH Futures

Growing since its debut in 2012

Trading volume

No. of contracts

2,000,000

1,500,000
1,000,000
500,000 I I
. _ m m B

2012 2013 2014 2015 2016 2017 2018 2019 2020

Record Highs

Single-day Turnover Record

24 345 C t t Open Interest Record
| o 46 7 1 l T+1 Session Turnover Record
; Contracts

11,747 Contracts

x Data Source: HKEX (as of 31 Dec 2020)



USD/CNH Futures

Narrow bid-ask spread and active trading across all tenors

Bid-ask spread* Volume distribution by contract month”
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Advantages of Exchange-traded USD/CNH Derivatives

Credit and
Collateral

Settlement Risk

Documentation

Capital Efficiency

RMB OTC Derivatives

Bilateral and no central clearing

Need to negotiate credit lines and collateral
arrangements with banks

RMB is not a CLS-eligible currency, therefore cannot
utilise the CLS system for position netting

Bilateral documents such as ISDA and CSA are required

¥

Relatively lower capital efficiency

HKEX USD/CNH Futures and Options

Central clearing counterparty on both sides of
transactions

Margin-based and cash collateral is accepted

Position netting is available for exchange traded
derivatives

Only account opening documents are needed

A 4

Enhanced capital efficiency

12






Key Terms of Mini USD/CNH Futures

Mini USD/CNH Futures (Proposed) | USD/CNH Futures (Existing)

Contract Size
Price Quotation
Contract Months

Settlement Method
Trading Hours

Last Trading Day (“LTD”)

LTD Trading Hours

Final Settlement Price

Final Settlement Day (“FSD”)
Position Limit

Trading/Settlement Fee
(per contract per side)

Cross product
margin offset rates

X

USD 20,000 USD 100,000

RMB per USD (e.g. RMB 6.8418 per USD)
Spot, next 3 calendar months and next 6 calendar quarter months

Cash settled in RMB Physically settled (RMB and USD)

8:30 a.m. — 4:30 p.m. (T Session)
5:15 p.m. — 3:00 a.m. (T+1 Session)

2 business days before the 3@ Wednesday
8:30 a.m. — 11:00 a.m.

USD/CNY(HK) Spot Rate published by the Hong Kong Treasury Markets Association at or around

11:30 a.m. on the LTD
1 HK business day after LTD 34 Wednesday

Position delta for USD/CNH Futures, Mini USD/CNH Futures, CNH/USD Futures and USD/CNH
Options combined of 8,000 long or short in all Contract Months combined

RMB 1.60 RMB 8.00

Mini USD/CNH Futures and USD/CNH Futures & Options: 80%
Mini USD/CNH Futures and CNH/USD Futures: 90%

14



Features of Cash Settled Mini USD/CNH Futures

Low minimum
investment

No principal
exchange

Cross margining

Long time
horizon

Precise hedging

Capital efficiency

Non-RMB Cash
Collateral

v
&

v
v

To meet demand from medium-sized corporates and retail investors; the minimum
investment will be lower as the initial margin amount per contract required will be
reduced to around RMB 2,000

To meet demand from the investors who have limited physical delivery capabilities or do
not require full principal exchange to achieve RMB currency hedging over their
investment

Margin offset is offered between (i) the Mini USD/CNH Futures and USD/CNH
Futures/Options contracts and (ii) the Mini USD/CNH Futures and CNH/USD Futures
contracts

10 contract months with up to 22 months coverage

To allow more precise hedging for investors as the contract size is only USD 20,000

Only margin is required to initiate a trade, with flexible collateral policy on RMB margin

requirement

RMB margin requirements can be funded by non-RMB currencies within a limit

15



Product information on HKEX Website

LatestMarketData ¥ Hang Seng Index 31,068.54 HSCEI 12,222.42 Hang Seng TECH Index 10,944.05
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HKEX homepage
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HKEX-Our Products / Listed Derivatives / Foreign Exchange / Mini USD/CNH Futures

g’IBcurren&risk-w ‘ Mini USD/CNH Futures

\ -
Futures— -
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Listed Derivatives MINI USD/CNH FUTURES

The USD/CNH Futures, together with other RMB currency futures and options listed on HKEX, are widely traded and popular risk
management tools for investors to manage their RMB exposures. The upcoming launch of Mini USD/CNH Futures would
complement these products, catering to the needs of some market participants who prefer cash settled contract and/or smaller
% contract size.

Equity Index

Single Stock
*To be launched in TH 2021*

Foreign Exchange To subscribe to our mailing list, or to enquire about the RMB currency products, please contact FICD@hkex.com.hk.

USD/CNH Futures

ADVANTAGES

« Capital efficiency of exchange-traded futures

« Margin offset with USD/CNH Futures & Options and CNH/USD Futures
« Flexible collateral policy on RMB margin requirement

« Allow more precise hedging with a smaller contract size of USD 20,000

P r O d U Ct P ag e « Block trades offer OTC flexibility with minimal counterparty risk
Our Products > Listed Derivatives > Foreign Do |

Exchange > Mini USD/CNH Futures

x For details of the launch of Mini USD/CNH Futures, please refer to the Circular MKD/FIC/001/21. 16



https://www.hkex.com.hk/-/media/HKEX-Market/Products/Listed-Derivatives/Foreign-Exchange/Publications-and-Announcements/Circulars/MKD_FIC_001_21_E.pdf?la=en

Product information on HKEX Website

HKE X

SEXBZH Our Our Join Listing
Products Services Our Markets Regulations

HKEX-Our Products / Listed Derivatives / Foreign Exchange / Publications & Announcements

Publications & Announcements Publications & Announcements
Our Products > Listed Derivatives > Foreign

Exchange > Publications & Announcements

PUBLICATIONS & ANNOUNCEMENTS

Equity Index » HKEX's USD/CNH Futures contract is the world’s first deliverable RMB currency futures product that is
quoted and traded in RMB. After its launch in 2012, the FX product suite continued to expand, adding . R
different currencies against CNH, namely EUR/CNH, JPY/CNH and AUD/CNH Futures in 2016, and further Click here for more details.
Single Stock L expanded to include INR/USD and INR/CNH Futures in 2019. Along with the cash-settled USD

denominated CNH/USD futures and physically settled USD/CNH options, these products provide greater
capital efficiency and flexibility for managing RMB exposure for offshore investors.

“«

Foreign Exchange
This page provides updates on performance and recent development of our products. To subscribe to our
mailing list, or to enquire about the RMB currency products, please contact FICD@hkex.com.hk.

*  Recent Product Performance Update Reports
FIC Market Update- 2020 Nov
FIC Market Update- 2020 Jul
FIC Market Update- 2020 Mar

*  Related Circulars
Product Enhancements
Launch of Four Additional Contract Months for Indian Rupee Currency Futures
Product Enhancements to USD/CNH Options and Cash-Settled CNH/USD Futures
Contracts
Introduction of the Liquidity Provider Protection Function for the RMB Currency Options
Contracts

Incentives
Active Trader Program and Joint Promotional Program for Currency Futures and Options
Contracts in 2021
Cash Incentive Program for trading US Dollar versus Renminbi (Hong Kong) (“USD/CNH")
Futures contract and Indian Rupee versus US Dollar (“INR/USD”) Futures contractin 2021
Bundled Liquidity Providing Incentive Program for Currency Derivatives Products in 2021

Publications & Announcements

Product Launches
Interest Rate 4 Online Briefing Sessions on Mini USD/CNH Futures Contract
Introduction of Mini USD/CNH Futures Contract
Com s » Launch of Indian Rupee Currency Futures Contracts
¢  Other Publications
Market Maker Program » Presentation Material on RMB Currency Options
Presentation Material on RMB Currency Futures Updates
Block Trade Factsheet


https://www.hkex.com.hk/Products/Listed-Derivatives/Foreign-Exchange/Publications-and-Announcements?sc_lang=en

Thank you

Contact us: FICD@hkex.com.hk
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