Appendix 1

Revision Notes on the INE Low Sulfur Fuel Oil Futures Contract and Related Implementing Rules

To enable the low sulfur fuel oil (LSFO) futures market to better serve the real economy, ensure its robust development, and make hedging more accessible to clients, the Shanghai International Energy Exchange (INE) plans to optimize the LSFO futures contract and related implementing rules, more specifically adjusting the quality standards of deliverables and the validity period of bonded standard warrants. This round of revision affects the Low Sulfur Fuel Oil Futures Contract of the Shanghai International Energy Exchange and the Delivery Rules of the Shanghai International Energy Exchange, with comments on the proposed changes given below.

I. Changes to INE Low Sulfur Fuel Oil Futures Contract

To better align LSFO futures with the needs of industrial clients and encourage domestic and international clients to more actively utilize its hedging functions, the following changes will be made to the density, styrene, and phenol requirements under the “Quality Standards of Low Sulfur Fuel Oil” section of the Contract: 

1. “Density (15 °C, kg/m3)” limit is to be changed from “930.0 min, 991.0 max” to “925.0 min, 991.0 max”; 

2. “Styrene (mg/kg)” limit is to be changed from “20 max” to “50 max”;

3. “Phenol (mg/kg)” limit is to be changed from “10 max” to “50 max.” 

II. Changes to INE Delivery Rules
To better serve industrial clients, encourage them to take part in delivery, make hedging more accessible, and reduce the uncertainty to warrant holders, changes are proposed for the validity period of bonded LSFO standard warrants under Article 169 of the INE Delivery Rules. In particular, the provision “Bonded standard warrants of low sulfur fuel oil are valid for six (6) months from the next month of their creation. Upon expiration of a bonded standard warrant, the underlying commodities shall be converted to spot products” is to be changed to:

“Bonded standard warrants of low sulfur fuel oil created before November 1 (postponed accordingly if it falls on a national holiday or weekend) are valid from the date of creation to December 31 of the same year, after which the underlying commodities shall be converted to spot products.

“Bonded standard warrants of low sulfur fuel oil created on and after November 1 (postponed accordingly if it falls on a national holiday or weekend) are valid from the date of creation to December 31 of the next year, after which the underlying commodities shall be converted to spot products.”

