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Development of China’s 
Domestic Financial OTC Market

June 2005:

Bond Forward 
Trading approved by 
PBOC

Aug 2005:

Forex forwards start

Jan 2006:

Int rate swaps start

April 2006:

Forex swaps start

Nov 2007:

FRA’s begin

Credit 
Derivatives: 
1Q11

Trivia: What’s a CRM?
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How Many Commodity Spot 
Markets In China?

A. 20-50?

B. 100-1000?

C. 1000-3000?
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How Many Electronic OTC Markets 
in China?

• 3?
• 20?
• 50?
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Futures in China
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Back to Futures: Asia Volume
= Chinese
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China’s Commodities: How did it 
Happen?

(1) 1990:
First commodity 
exchange opens in 
China… trading         
beans

mung
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Recent history tells us the potential for 
China’s futures business is enormous

First commodity 
exchange opens in 
China

(1) 1990:

(2) 1994:
China has 50
exchanges! 
Sometimes 2, 3, 4 or 
more in the same 
city! Shanghai had 7 
exchanges.

There are over 
1000 FCMs! The 
most successful 
don’t know what 
to do with the all 
the cash…
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There is such a thing as too much 
of a good thing

• 7 exchanges traded sugar

• 15 exchanges traded steel products

• 9 listed copper and aluminum

• You get the idea…
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Low FCM market 
capitalization

no seg funds rule

And too much of a good thing 

sometimes leads to  bad things…
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bad things…

Squeezes
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Major regulatory overhauls 
cleaned up the industry 
1995 - 2000

Number of exchanges slashed to today’s three by 2000

80% of FCMs Prop trading by 
FCMs prohibited

Number left 
standing: 175
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Volume collapses
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1993-2000
Commodity Futures Volume MM Contracts

Then…
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Comeback
Commodity Futures Volume MM Contracts
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Shanghai Futures Exchange
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Dalian Commodity Exchange
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Zhengzhou Commodity Exchange
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China
Total Commodity Futures 

2009 vs. 2010
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This Year
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Contract Sizes?
Makes a difference
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CFFEX
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CFFEX 
Volume and OI, Start to Now
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October 2010 Front Month
Daily Basis, last 3 weeks Before Expiration
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Typical rules adopted recently

• Typical recent rules adopted by the 
exchanges:
– No more than 500 cancel orders per contract 

month/day. 

– No more than 5 “self trades”/day including 
affiliated accounts.

– At CFFEX: 500 contract position limit.
• Long & Short do not offset
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Contact info

• Nick Ronalds, Executive Director, FIA Asia

• nronalds@fiaasia.org

• 847.728.0383


