Appendix 1

Revision Explanation

To contribute to China’s initiative to build a strong shipping industry, serve the development of Shanghai into an international financial center and international shipping center, help upgrade the Chinese shipping finance services, and further promote the function of futures markets in serving the real economy, the Shanghai International Energy Exchange (“INE”) is planning to list containerized freight index (Europe Service) futures contract (“containerized freight index (Europe Service) futures” or “EC”), with the Shanghai Containerized Freight Index based on Settled Rates (Europe Service) (“SCFIS (Europe service)”) compiled by the Shanghai Shipping Exchange (“SSE”) as the underlying.

I. Product Characteristics

In collaboration with SSE, INE has developed a cash-settled containerized freight index (Europe Service) futures contract with SCFIS (Europe Service) as the underlying index. 

The SCFIS (Europe Service) tracks changes in the settled freight rates in the Shanghai export container shipping market, and reflects the average level of spot-market, post-departure settled rates for container ships traveling from Shanghai to Europe. SCFIS (Europe Service) is published weekly and indexed to 1,000 on June 1, 2020.

II. Contract Specifications

According to the just published Containerized Freight Index (Europe Service) Futures Contract (draft for comment), the EC contract is quoted in index points and has a contract multiplier of 50 yuan/point, minimum price fluctuation of 0.1 index points, and price limit of ±10% of the settlement price of the preceding trading day. The contract is listed for February, April, June, August, October, and December, and traded during 9:00-11:30 a.m., 1:30-3:00 p.m., and other hours prescribed by INE. The last trading day, which is also the delivery day, is the last futures-trading Monday of the delivery month (subject to adjustment by INE based on national holidays and weekends). The contract has a minimum trading margin requirement of 12% of the contract value, and is cash-settled and assigned the product symbol “EC.”
III. Major Rule Updates

The listing of containerized freight index (Europe Service) futures mainly requires the following updates to the existing INE rules: (1) Amendment of certain provisions of the Membership Management Rules of the Shanghai International Energy Exchange to make them compatible with both physical delivery and cash settlement; (2) Addition of a new chapter on “Hedge Trading and Arbitrage Trading of Containerized Freight Index (Europe Service) Futures Contracts” in the Trading Rules of the Shanghai International Energy Exchange; (3) Amendment of certain provisions of the Clearing Rules of the Shanghai International Energy Exchange to make them compatible with both physical delivery and cash settlement; (4) For the Delivery Rules of the Shanghai International Energy Exchange, amendment of certain provisions to make them compatible with both physical delivery and cash settlement, and addition of the two chapters of “Cash Settlement” and “Delivery of Containerized Freight Index (Europe Service) Futures Contract” to provide for the method of cash settlement and the final settlement price of the containerized freight index (Europe Service) futures; and (5) Addition of a new chapter on “Risk Control Parameters for Containerized Freight Index (Europe Service) Futures Contract” in the Risk Management Rules of the Shanghai International Energy Exchange.
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