Rules, Regulations and Procedures of Hong Kong Futures Exchange Limited

PREFACE

Exchange Participantship
Except otherwise authorized by the Exchange, every person who intends to trade on or through the facilities of the Exchange must hold a Futures Exchange Trading Right and be admitted as an Exchange Participant of the Exchange.

All Exchange Participants of the Exchange must be limited companies incorporated in Hong Kong.  Every Exchange Participant must at all times comply with the Financial Resources Rules and satisfy all other requirements applicable to its category of Exchange Participantship from time to time prescribed by the Exchange.

Exchange Participantship of the Exchange is divided into four categories:‑

1.
Traders who are Exchange Participants who trade for their own account.  

2.
Brokers who are Exchange Participants who trade for their own account only.  They may also act as Exchange Participants’ agents for the sole purpose of concluding trades.  

3.
Futures Commission Merchants who are Exchange Participants who trade for their own account, for the account of other Exchange Participants and for the account of other persons.  Futures Commission Merchants must be limited companies.

4.
Merchant Traders who are Exchange Participants who are substantial merchants in their own right in the financial or commodity fields and who trade for their own account.  Merchant Traders must be limited companies.

Except as otherwise provided in the Rules, Regulations and Procedures of the Exchange, Exchange Participants will be permitted to trade in all the Markets operated by the Exchange.
Clearing
All Exchange Participants trading on or through the facilities of the Exchange must clear or procure the clearing of their trades through the Clearing House, which is a wholly‑owned subsidiary of the Exchange.  The Clearing House makes its own Regulations, whereby its Participants are categorised either as General Clearing Participants or Clearing Participants. Participants of the Clearing House are required to contribute to a reserve fund which is one of the resources available to provide financial support for the performance of all trades concluded on or through the facilities of the Exchange and to meet any defaults amongst Participants of the Clearing House.  HKEx, the Exchange and the Clearing House together carry out all risk management functions.

CHAPTER I


INTERPRETATION ADMINISTRATION

  AND AMENDMENT OF THE RULES  

Definitions and Interpretation

101.
In these Rules, unless the context otherwise requires, the following expressions shall bear the following meanings:‑


The definitions of “Debt”, “Debt to Equity Ratio”, “Equity” and “Liquid Capital” have been repealed.
CHAPTER III
EXCHANGE PARTICIPANTSHIP AND

FUTURES EXCHANGE TRADING RIGHTS

Conditions

306.
An applicant approved pursuant to Rule 305 shall not be admitted as an Exchange Participant unless and until it shall have satisfied all of the following conditions:-

(f) fulfilled the Financial Resources Rules and such other financial requirements as may be prescribed by the Exchange; and

Financial Requirements
313.
Every Exchange Participant shall at all times comply with the Financial Resources Rules and where applicable the financial resources requirements made under Rule 313A.

313A.
Notwithstanding the Financial Resources Rules, the Chief Executive may increase the requirements thereunder in respect of any Exchange Participant to suit the circumstances of a particular case or of Exchange Participants generally, if he deems that circumstances so justify.  Such increased requirements may be subsequently varied by the Chief Executive as various circumstances may exist which require the Chief Executive to make ad hoc decisions.  However, every Exchange Participant must still comply with the Financial Resources Rules.
314.
(deleted)

315.
(a)
The Chief Executive shall ensure that changes in the prevailing minimum financial resources requirements determined pursuant to Rule 313A are promptly notified to all relevant Exchange Participants in such manner as the Board may specify.

(b)
The Chief Executive shall ensure that the Commission is notified of all prevailing minimum financial resources requirements as determined by the Chief Executive pursuant to Rule 313A and shall notify the Commission immediately of any changes in the minimum financial resources requirements prevailing from time to time.

(c)
If any discrepancy exists between the financial resources requirements set forth in these Rules and those set forth in the Financial Resources Rules, the level which is higher or more stringent shall prevail.

315A.
(1)
In addition to giving the notification required under Rule 506(f), an Exchange Participant shall, where it becomes aware of the matter stated in section 146(1) of the Ordinance, cease dealing in Futures Contracts and Option Contracts otherwise than for the purpose of completing such transactions as the Commission may permit under section 146(1) of the Ordinance, or unless otherwise permitted by the Commission under section 146(2) of the Ordinance.


(2)
An Exchange Participant is and shall be deemed to have been aware of any of the matters which require notification under Rule 506(f) if it or any of its Responsible Officers is or would, with the exercise of reasonable diligence, have been aware of such matters.

315B.
(1)
The Exchange is required to notify forthwith the Commission if it becomes aware:-

(a) that an Exchange Participant is unable to comply with the financial resources requirements made under Rule 313A or the Financial Resources Rules; and

(b) of any financial irregularity or other matter which in the opinion of the Exchange may indicate that the financial standing or integrity of an Exchange Participant is in question.


(2)
If the Exchange gives notification to the Commission pursuant to section 21(5) of the Ordinance upon becoming aware of any matter referred to in Rule 315B(1)(a) or (b), then even if the Exchange Participant concerned subsequently establishes that it is not the case, such Exchange Participant shall not be entitled to claim against the Exchange or the Board or any recognized exchange controller which is the controller of the Exchange for any loss or damage whatsoever.

CHAPTER V

GENERAL OBLIGATIONS OF EXCHANGE PARTICIPANTSHIP

Continuing Obligations of Exchange Participant

502.
Each Exchange Participant must at all times:-


(k)
comply with the Financial Resources Rules and such other financial requirements from time to time prescribed by the Exchange; and

General Obligations and Obligations to notify the Exchange and the Commission

506.
An Exchange Participant shall notify the Exchange in writing immediately upon the happening of any one or more of the following:-


(f)
the occurrence of any of the events that require notification to be given to the Commission under section 146 of the Ordinance and/or sections 54 and 55 of the Financial Resources Rules;
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