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Yang Maijun Zhu Yuchen Dang Jian

and in this aspect the Chinese 
market is very lacking in knowledge 
and expertise.

The futures market in China 
is transitioning from an expansion 
in volume to a rebound in quality. 
Key issues are how to enhance 
its capacity to serve the national 
economy and give full play to its 
functions. We need to pay great 
attention to market size, as well as 
encourage more investors that serve 
the real economy to use the market 
so as to hedge their risks.

T h e  S h a n g h a i  F u t u r e s 
Exchange will be conducting a 
wide range of investor education 
activities to make available broad-
base knowledge on futures and 
increase risk awareness. We will 
also seek to improve the delivery 
mechanism, as well as rules and 
regulations, including contract 
amendments.

    
Zhu Yuchen, CEO of China 
Financial Futures Exchange

In the two months since the 

launch of the stock index futures 
market on April 16, the market 
has fulfilled the requirements of 
a high starting point and a stable 
beginning. Market operations have 
been healthy and stable.

The exchange has a str ict 
i n ve s t m e n t  s y s t e m  a n d  t h e 
number of new accounts has been 
developing in a stable fashion. 
Prices are well-aligned and there 
is no excessive speculation. Risks 
from market operations are more 
controllable and the market has 
been operating in a safe mode 
with no incident of an influx in 
margin calls. Market supervision 
is strict, and market regulations 
have been strict and transparent 
from the beginning, with emphasis 
on regulating r isk provisions. 
The exchange is focused on the 
early detection, prevention and 
investigation of unlawful activities 
and activities that are potentially 
unlawful and phenomena that 
could easily give rise to risks were 
rectified in time. 

H e d g i n g  h a s  a l s o  b e e n 

operating in an orderly fashion. 
Many institutions have applied to 
the exchange for hedging limits, 
and the hedging effect has been 
good. 

Certainly, it will be a long 
time before the investor structure 
of the stock index futures market 
and the function of the market 
can be given full play. It will be a 
progressive development. It will be 
a long and arduous process. The 
market does not have a perfect 
beginning, but it is heading in the 
right direction.

Dang Jian, President of 
Shanghai Orient Securities 
Futures Co. Ltd

Commodity futures and stock 
index futures are similar and yet 
different. 

They are similar in that they 
emphasize giving full play to their 
functions and spare no effor t 
in training market users. They 
are different in that commodity 
futures have indeed laid a very 
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Carl Huttenlocher

strong foundation for the launch of 
financial futures.

Since the launch of the stock 
index futures market, the attention 
it has received from the masses 
far exceeds the attention given to 
the commodity futures market. 
There are two reasons behind this. 
First, the common man in China 
closely identifies himself with the 
ups and downs of the domestic 
stock market. Second, stock prices 
fluctuate in real time and, as such, 
garner more attention. 

Generally speaking, the stock 
index futures market has been 
running relatively smoothly in 
the two months since its launch. 
However, it was on a downward 
t r e n d  a f t e r  i t s  i n i t i a l  r i s e , 
particularly after May 1, with the 
emergence of the Greek debt crisis 
and other issues. In my opinion, 
adequate at tent ion has to be 
given to the roles that stock index 
futures and commodity futures 
will play in the commodity market 
in the future. Otherwise, negative 
effects will be felt in a market 

that’s in its infancy, and this would 
be detrimental to its growth.

Carl Huttenlocher, 
Managing Director of 
Highbridge Capital 
Management

As derivatives users, we place a 
lot of emphasis on absolute returns. 
Our companies that invested in 
China also used futures as hedging 
instruments. Nowadays, we mainly 
hedge our risks through H-shares 
in Hong Kong , with minimal 
investments in the A-shares market, 
the reason being it is impossible to 

Questions & Answers

Question: Constant re-invention 
is needed in the derivatives market 
to spur its development. How does 
one emphasize re-invention and 
strengthen supervision at the same 
time?
Song Anping:  Launching the 
stock index futures market is akin 
to extending the futures market into 
the spot market. One challenge is 
enhancing information exchange. 
For example, an investor may not 
seem to have violated any regulations 
in the stock market or the futures 
market, but when we look into 
both markets alongside each other, 
irregularities can be found.

China Securities Regulatory 
Commission has set up a special 

team to lead collaborations in cross-
market supervision, and they can 
observe the trading activities of each 
user. Hence, regulatory authorities 
are aware of what is going on in 
the markets, and we emphasize 
timely detection, prevention and 
punishment. Investors can only trade 
at ease when there is credibility. 

Question: What are the measures 
taken by CFFEX to cult ivate 
awareness in hedging?
Yang Maijun: It may involve the 
internationalization of the entire 
market as well as conditions in 
our market in terms of service and 
security. For example, if we are to 
launch 24-hour electronic trading, 
it would involve banks and futures 
companies, and the entire market 
has to be ready.

achieve hedging in the latter and, as 
such, we did not dedicate much to it.

The introduction of futures 
and options trading that allow 
short sales may trigger market 
volatility. But at the same time, it 
can increase market liquidity and 
lower investment costs. Futures 
a n d  o p t i o n s  t r a d i n g  o n  t h e 
H-shares market began in 2003. 
Nowadays, trading volume on the 
H-shares market is also growing, 
and liquidity is also high. Since the 
introduction of futures products, 
trading volume has increased by 42 
percent. Shanghai can take its cue 
from Hong Kong.
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