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First delivery of INE bonded copper futures completed with a delivery

amount of 6,225 metric tons

(Xinhua Agency) — On March 2214, the first Bonded Copper futures contract delivered
March 2021 (BC2103) of Shanghai International Energy Exchange (“INE”), a subsidiar
the Shanghai Futures Exchange (“SHFE”), has successfully completed its delivery with
total delivery volume of 6,225 metric tons and a total delivery value of CNY 370 millior
Both overseas and domestic participants are involved in this delivery, including China
Minmetals Non-Ferrous Metals Holding Co., Ltd, LOBB HENG PTE LTD, etc. This
signifies that the various designs and processes for Bonded Copper futures stand the te

of the market.

The Bonded Copper futures contract started trading at the INE on Nov 19th, 2020 on tk
basis of "international platform, net pricing, bonded delivery and renminbi denominat
to fully engage overseas traders. This product makes up for the lack of a renminbi-
denominated hedging tools in international copper industry chain and marks the first
product in China that is internationalized via dual-contract mode. Since its launch, the
Bonded Copper futures contracts have been steadily expanding with diversified particij

structure and growing impact on the real economy. By March 15, 2021 (the last tradin



day of contract BC2103), the total trading volume reached 1.53 million lots over the past 77

trading days, valued at over CNY 414.3 billion.

On March 12t INE has approved the registration of “MONYWA LPT”-branded copper
cathodes produced by Myanmar Wanbao Mining Copper Limited. As the first overseas
brand approved by INE for Bonded Copper futures, such measure will help amplify the
influence of Shanghai copper price in Asia-Pacific region. So far, among the 52 registered
and deliverable brands for Bonded Copper futures, 21 are domestic while the other 31 are

overseas brands.

The Bonded Copper futures serves as a new tool for both domestic and overseas real
enterprises as well as investment institutions in copper industrial chain to better manage
risk with a transparent and fair global market price denominated by renminbi. Along with
the Shanghai copper listed in SHFE, the “dual contract” mode is critically significant to
serve the bonded market, offshore copper market and domestic copper market and has

important implications to enhance the impact of Chinese copper price.

Relevant personnel in SHFE says that with the expanding market size and optimization of
investor structure, Bonded Copper futures contracts will play a bigger role in the
deepening integration of copper demand and supply chains both at home and abroad. The
contracts will also help expand the share for renminbi in the settlement of international
physical trade and financial market. Moving forward, SHFE and INE will further
strengthen the market regulation and risk prevention, better educate the investors and
parties concerned, optimize relevant rules according to the contract running and market
demands and study the feasibility to establish overseas delivery warehouses for Bonded
Copper delivery. The exchanges are dedicated to proactively facilitating the use of Bonded
Copper price as the benchmark price by enterprises in global copper trade and by copper

exporters in the trade with China, better serving the new development pattern in which



domestic economic circulation plays a leading role while domestic and international
economic circulation promote each other and helping enhance the impact of Chinese

copper price.
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Three years on, Shanghai futures ride reform to enrich oil market

(ChinaDaily) — The yuan-denominated crude oil futures contracts, which were
launched exactly three years ago, are celebrated as China's first products of their
kind to be open to overseas investors, thanks to their strong market resilience,
ability to adapt to and thrive in reforms, pricing independence, and demonstrable

record in nurturing companies in the sector, experts said.

Up to 68 overseas brokerages from 23 countries and regions registered with the INE
to trade in the product. Total trading volume reached 113.2 million lots over the past

three years, valued at over 44 trillion yuan ($6.7 trillion).

Both volume and positions held by investors surged last year. The average daily
trading volume reached 171,100 lots, up 20 percent, while average daily positions

spiked a staggering 313 percent to 118,900 lots.

Against the backdrop of an increasingly complex global economic environment, the
development of China's crude oil futures market will benefit more from the
country's deepened reform, driven by domestic circulation, facilitation of fair
market competition and nurturing of more independent oil companies and oil

refineries, said Yang Jian, discipline director of finance at the University of



Colorado Denver. Yang said that the INE's crude oil futures market has struck a
long-term pricing equilibrium between the world's two other crude oil bellwethers:

the WTI—West Texas Intermediate —and the Brent crude futures.

The price changes in China's crude oil futures market can exert positive influence on
the WTT and Brent, which shows the Chinese crude oil futures market is able to

reflect the information in the Asia-Pacific market and impact the global market.

During the 16th China (Shenzhen) International Derivatives Forum held in late
December, Fang Xinghai, vice-chairman of the China Securities Regulatory
Commission, said China's crude futures have withstood previous drastic
fluctuations in the world crude oil market. What made that possible were efficient
systemic design, risk management and the ability to grapple with emergencies.
Since the launch of the futures, crude oil has been exported to South Korea and
Singapore from China, showing the price influence of Shanghai oil, especially in

northeastern Asia, he said.

Ouyang Xiuzhang, CEO of Freepoint Commodities in Asia, said the global
commodities market has seen dramatic ups and downs over the past three years
after the yuan-denominated crude oil futures were launched. But Shanghai oil
helped mitigate such fluctuations to a certain extent, as the market provides the best

liquidity throughout the Asian time zone.

On top of that, as the only futures contracts in northeastern Asia that reflect
onshore crude oil prices, the yuan-denominated crude oil futures have provided
reliable sources of commodities and helped maintain value amid changing freight

rates, he said.
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China Still Has Room to Provide Liquidity to Economy: PBOC Chief

(Bloomberg) — China still has room to pump liquidity into the economy while
keeping its leverage ratio stable, People’s Bank of China Governor Yi Gang saidin

Beijing on Sunday.

China’s macro-leverage ratio, or total debt-to-GDP ratio, remains at a stable level, Yi

said at the China Development Forum in Beijing. “This will not only provide positive



incentives for economic players, but also help create an environment less likely to

spawn financial risks.” he said.

China’s monetary policy is within the normal range with ample tools to moderate
interest rates, according to the governor. The country’s financial policy framework
will also take into account climate change, while its foreign-exchange reserves will

invest more in green bonds and put a cap on high carbon assets, he said.
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China’s Central Bank Estimates Potential Growth of Under 6%

(Bloomberg) — China’s central bank estimated the maximum the economy can
expand without fueling inflation, known as the potential growth rate, is under 6% in

the next five years.



In a working paper released Thursday, the statistics department of the People’s
Bank of China said potential growth was projected at 5%-5.7% in the period
covering the government’s latest five-year plan through 2025. That represents an

overall “medium to high” growth rate, it said.

Potential output measures the maximum sustainable expansion of gross domestic
product without causing inflation. The objective of monetary policy should be to
match actual output with potential, and the support of monetary policy to the real

economy should be in line with the expansion of potential GDP, according to the

paper.

China’s official growth target for 2021 is “above 6%,” though economists predict
much higher expansion of more than 8%, partly because of last year’s low base

during the pandemic.

The PBOC’s paper points out that traditional large-scale fiscal and monetary
stimulus policy won’t be able to lift real GDP growth above potential. Such stimulus
would only lead to inflation and a rapid increase in the debt ratio, causing systemic

risks to the economyj, it said.

At its quarterly meeting this week, the PBOC’s monetary policy committee
reiterated its stance on keeping policy flexible and appropriate. However, a
statement released Thursday after the meeting omitted previous phrasing used by
the PBOC of “no sharp turn” in policy, suggesting policy makers are giving

themselves more room to act if needed.
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Disclaimer

All the information used in this newsletter is from publicly available resources. Minmetals &
Jingyi Futures Co., Ltd endeavors to ensure the information is correct and up-to-date but make no
warranties or representations of any kind about the completeness or accuracy. This
communication may contain sources from other sites that are neither owned nor operated by
Minmetals & Jingyi Futures. Such sources are provided for your convenience only and does not
imply or constitute sponsorship, endorsement, approval or responsibility for the content on, or

the use of, such third party site.
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