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Hong Kong Futures Exchange Limited has announced to introduce a market-wide trading fee
discount, together with Liquidity Provider and Active Trader Incentive Programs for the USD Gold
Futures Contract (FIC/003/26). Clearing Participants (“CP”) of HKFE Clearing Corporation Limited
intending to clear these contracts are advised to note the following key arrangements and

requirements for clearing and settlement:

1. Money Settlement

The USD Gold Futures Contracts are traded in USD. The variation adjustments, margin
obligations, trading and settlement fees are also settled in USD. CPs are reminded to check with
their HKCC Settlement Banks to ensure their USD bank accounts for house, client and market

maker remain active and can support the money settlement for the USD Gold Futures Contracts.

2. Physical Delivery

To be eligible to clear physically settled Gold Futures Contracts, CPs should have physical
settlement capability by either maintaining accounts with the HKCC Approved Depository; or
having arrangement in place for physical delivery via another CP which has physical settlement

capability. Currently, Brink’s Hong Kong Limited is the HKCC Approved Depository.

CPs without such physical settlement capability (“Non-delivery HKCC Participants”) should not be
permitted to hold any open position of Spot Month Gold Futures Contracts after the System Input
Cutoff Time (i.e. 8:30 p.m.) of the Trading Day prior to the Last Trading Day (“LTD-1"), or to trade

or accept any trade or position transfer in any Spot Month USD Gold Futures Contracts after the T

1 All calls to and from the Enquiry Hotline may be recorded. HKEX Privacy Notice is available here.
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session of LTD-1 unless such trade or position serves to close out an existing open position of the
Non-delivery HKCC Participants. Otherwise, the Non-delivery HKCC Participant will be subject to
a fine as stated in Chapter 2A.3.3A of Rules and Procedures of HKCC .

General Clearing Participants should ensure their eligibility for clearing and/or physical settlement

of the USD Gold Futures Contracts for their Non-Clearing Participants.

On Final Settlement Day, if one party or both parties is/are unable to fulfill its/their obligations,

HKCC in its sole and absolute discretion to impose Cash Compensation in respect of each

Physically Settled Metal Futures Contract which was required to be settled between the relevant
buying CP and the relevant selling CP. HKCC shall also have the right to impose a non-delivery
charge on the paying CP or on each of the CPs. Please refer to Chapter 2A.3.3 of Rules and
Procedures of HKCC for details.

3. Participants’ Readiness

CPs are required to review their systems and operational procedures to ensure adequate
preparation has been undertaken to support the clearing and settlement of the USD Gold Futures
Contracts, including, but not limited to, the following (where applicable):

o OMnet Application Programming Interface (“OAPI”) — to facilitate CPs to prepare for the
readiness of their DCASS OAPI programs, the USD Gold Futures Contracts are available
for testing in the DCASS OAPI testing environment;

e Clearing and settlement systems;

o Physical delivery procedures with the Approved Depository; and

¢ Other operational systems and related processes / arrangements as appropriate.

CPs are highly recommended to coordinate with their IT teams / vendors for necessary planning

and preparation.


https://www.hkex.com.hk/-/media/HKEX-Market/Services/Rules-and-Forms-and-Fees/Rules/HKCC/Rules/HKATS_2A.pdf
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4. Risk Management Arrangements
Physical delivery contract charge? will be imposed on all open Spot Month Gold Futures Contracts
from the third business day prior to the Last Trading Day (i.e. LTD-3)? until the open Spot Month

Gold Futures Contracts are closed out / settled.

Currently, margin offset is offered between the USD and CNH Gold Futures via inter-commodity
spread functionality in PRIME*. Participants could allocate eligible positions to relevant account(s)®
in accordance with the Clearing House Procedures for margin offset claim purpose. The margin
levels, spread margin rates, inter-commodity delta/spread ratio and spread credit rates can be
found here. Any further changes to risk management arrangements will be issued in a separate

circular in due course.

Should you have any questions, please contact us through our hotline or email.

Maggie MK Lai
Senior Vice President
Post Trade

Operations Division

This circular has been issued in the English language with a separate Chinese language translation. If there is any conflict in the
circulars between the meaning of Chinese words or terms in the Chinese language version and English words in the English language

version, the meaning of the English words shall prevail.

2 Available in Type “4” Record in Risk Parameter File (‘RPF”).

3 To be settled by 9:15am of LTD-2.

4 Please refer to section 2.7 of PRIME margining guide for details.

5 For example, Individual Client account, Client Offset Claim Account, etc.



