Disclaimer:

This document is prepared by DCE for the sole purpose of providing general information about the
futures marketin China.

This document is confidential and may not be distributed, published or reproduced in whole or in
part, nor should its contents be disclosed by recipients to any other person. Certain of the
information contained in this document has been obtained from published sources prepared by
other parties. Whilst sources are believed to be reliable, neither DCE nor any other person accepts
responsibility for the accuracy or completeness of such information. No representation or warranty,
express or implied is given in connection with any information given in this document and no
responsibility is accepted by DCE, its associates or any of their directors, officers, employees or
agents, in respect thereof. The delivery of this document does not imply that the information herein
iscorrect.

All statements of opinion and/or belief contained in this document and all views expressed and all
projections, forecasts or statements relating to expectations regarding future events or the possible
future performance of DCE represent its own assessment and interpretation of information
available to it as at the date of this document. No representation is made or assurance given that
such statements, views, projections or forecasts are correct or that the objectives of DCE will be
achieved.

The information, opinions and projections contained in this document are strictly private and
confidential and accordingly the contents of this document and any other information or opinions
subsequently supplied or given in connection with the seminar constitute confidential information
and may not be published, reproduced, copied or disclosed to any person other than the
professional advisers to the recipient of this document having a need to know and who are aware
that it is confidential, nor used for any purpose other than in connection with the seminar. The
recipient will keep this document and all information subsequently supplied or given to it or its
agents and advisers safe and secure so as to prevent any unauthorized person having access to it.

www.dce.com.ch
Address: No.129 Huizhan Road, Dalian 116023, China
Tel: (86) 411-8480 8888 Fax: (86)411-8480 8588
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About Dalian Commodity Exchange (DCE)

Established in 1993, Dalian Commodity Exchange (DCE) is one of the five
futures exchanges under the supervision and administration of the China
Securities Regulatory Commission (CSRC) upon approval of the State
Council. DCE futures products cover agricultural, petrochemical, energy
and metal sectors, serving several important industries in China’s

national economy.

The Dalian futures market helps in price discovery and risk management
for market participants and facilitates the development of related
industries. In 2020, DCE was ranked 7th by the Futures Industry

Association (FIA) in terms of total trading volume.
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INTRODUCTION

China has become the largest steel producer since 2000s, which resulted in a strong need for high-quality

iron ore imports. China also remained as the largest importer of iron ore and consumes over 60% of iron

ore worldwide during the past few years. The import volume has reached 10 million metric tonnes since

2016, China imported around 11 million metric tonnes of iron ore in 2020, while Australia, Brazil and

South Africa were main exporters.
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Source of China lron Ore Import
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Before 2000s, iron ore was priced with annual price benchmarking system which stepped into the
history in 1980s. Under this system, major miners prefer an annual negotiation with representatives of
steel mills. The price agreed would be set as the annual benchmark in later negotiations with other
buyers.

Since 2000, developing countries especially China have experienced rapid economic growth, China
has replaced Japan and became the largest steel maker, hence the supply-demand relationship of
iron ore was shifted dramatically. Due to the global financial crisis and demand downswing, China
refused the benchmark price set by major minersin 2010, thus the annual price benchmarking system
collapsed and replaced by quarterly or monthly index-linked pricing system which synchronized with
spot market trends. The index-linked pricing system was built on price assessments published by
price reporting agencies (PRA).

As one of the most traded commodities worldwide, iron ore could be rather vulnerable to factors
including macroeconomic environment, demands, natural disasters etc. Especially in the past 2019
and 2020, iron ore industry has witnessed drastic price fluctuations due to various natural disasters
and the COVID-19, annual price volatility of iron ore has reached over 30%, which presented a
considerable threat to industrial participants and their risk management. In such circumstances a
reliable hedgingtool seemsindispensable.
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Iron Ore Spot Price (2019.1-2021.5)

2021/05

. .
1,400 China'seconomicrecovery _ ___ |
Vale dam collapse
1,200 P
S
& 1,000
z
o 800
600
400
— N M S 1N W K~ 0 & O = N 4 & M S N WK~ 0 o600 O = NN 4 N M
o o o o o o o o o - - — o o o o o o o o o - - - o o o o
P o R R e =
- 4 4 A4 2 4 4 "4 4 4 4 4 o o o o o o o o o8 o o o o o o o
o o o o o o o o o o o o o o o o o o o o o o o o o o o o
NN AN AN N NN AN AN AN NN AN AN AN AN NN NN N NN N NN
Source: DCE « PB fines FOT Qingdao (CNY/DMT) == Platts IODEX 62% (USD/DMT)

300

250

200

150

100

50

www.dce.com.cn

USD/DMT

DCE haslaunched physically-settled iron ore futuresin 2013 and iron ore optionsin 2019, which helps with

price discovery and hedging for industrial participants. Since the listing, DCE iron ore futures have evolved

to be the most traded iron ore futures products and second most traded metal futures worldwide. DCE iron
ore futures provided industrial participants with a reliable hedging instrument to manage price risks. The

correlations between DCE iron ore futures and underlying spot market remains relatively high, thus the

hedging efficiency of DCE iron ore futures could be as high as 95%.

DCE Iron Ore Futures Price vs Iron Ore Spot Price
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Prices discovered on DCE serve as important references for the iron ore physical market. DCE is reshaping
trading patterns of the iron ore spot market, with increasing amount of iron ore priced with DCE prices.

OPENING-UP

Since introducing overseas investors into its iron ore futures in May 2018, DCE has always been devoted to open up
more products to overseas investors. Currently overseas investors could have access to iron ore futures, RBD palmolein
futures and RBD palm olein optionsin DCE.

DCE provided direct access for overseas investors where overseas futures brokers and proprietary traders could apply
for Overseas Special Participants, besides, overseas investors could also open accounts either through DCE futures
company members directly or through sub-delegation channel where they have access to DCE futures company
membersvia registered overseas brokers.
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Iron Ore Options Contract of Dalian Commodity Exchange (DCE)

CONTRACT SPECIFICATIONS

Product Iron Ore Options
Underlying [ron Ore Futures Contract
Iron Ore Futures Contract of Dalian Commodity Exchange (DCE)
Contract Type Call Options, Put Options
—— Trading Unit One lot (100 MT) iron ore futures contract
Product Iron Ore
Quote Unit CNY / MT
Trading Unit 100 MT/Lot
¢ / Minimum Tick Size 0.1CNY/MT
Pri te Unit
fioe ot T SRy Price Limit The same with that of iron are futures contract
Minimum Tick Size 0.5 CNY/MT
January, February, March, April, May, June, July, August,
Daily Price Limit Range* 4% of last settlement price Contract Months September, October, November, and December
Contract Month Jan, Feb, Mar, Apr, May, Jun, Jul, Aug, Sep, Oct, Nov, Dec
ontract Months i & >ep S 09:00- 11:30 and 13:30- 15:00 every Monday to Friday,
ther ti ified by the Exch
— 9:00- 11:30 a.m., 1:30 - 3:00 p.m., Beijing Time, Monday to RTINS Shee Met Iy HISXEIanes
rading Hours Friday, and othertrading hours announced by DCE
: The 5thtrading day in the month preceding the delive
Last Trading Day The 10th trading day of the contract month Last Trading Day N ugndeyrlyingfutures cgntract & 2/
Last Delivery Day The 3rd trading day after the last trading day Expiration Day The same with the last trading day
Iron Ore Delivery Quality Standard of DCE(F/DCE 1004-2021), . . ' '
DEI DI the deliverable brands and the brand discounts and/or Thetexetrusq[ﬁn(l:e ;stthglsettéeme{lt price of |roln5o€e futurfeih
premiums will be separately prescribed by DCE. (Se Tl gl UL 2Lt L ) AL QT G ool el
price limit on that day. When the exercise price is no more
than 300 CNY / MT, the exercise price intervalis 5 CNY / MT;
) . The deli h d delivery locati fi Exercise Prices when the exercise price is no more than 1,000 CNY /
Delivery Point or:d:siléﬁggjatgg [§>CuEes PR MT but no less than 300 CNY / MT, the exercise price interval
is 10 CNY / MT; when the exercise price is more
o ) ) than 1,000 CNY / MT, the exercise price interval is 20 CNY / MT.
Minimum Trading Margin* 5% of the contractvalue
Delivery Form Physical delivery
Exercise Styl American Style: the buyer can exercise at any trading time
Ticker Symbol | ercise Style before the expiration day or before 15:30 on the expiration day.
Listed Exchange DCE
. Call Options: I-Contract Month-C-Exercise Price
. Trad”’]g Code

Put Options: I-Contract Month-P-Exercise Price
Note: DCE may adjust the daily price limit ranges and the trading margins of each contract according to

market conditions. For details of current trading parameters of each contract, please see below website: Listed Exchange DCE
www.dce.com.cn/DCE/TradingClearing/Business%20Parameters/Trading%20Parameters/index.html
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TRADING VOLUME
AND OPEN INTEREST

DCE Iron Ore Futures Daily Volume and Ol
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IRON ORE DELIVERY
QUALITY STANDARD

(F/DCE 1004-2021)

In order to further satisfy the market needs and serve the real economy, DCE has improved its iron ore

delivery quality standard in May 2021, the amended contracts and rules entered into force from the launch
of i2205 contract.

In the new quality standard (F/DCE 1004-2021), only deliverable brands (currently 17 brands) would be
allowed to be delivered in the physical delivery. The total premiums/discounts of each deliverable brand
would be the sum of brand premiums/discounts and quality premiums/discounts. The quality
premiums/discounts represent the quality difference including content of key elements such as iron (Fe),
aluminum oxide (AL,O,), silicon dioxide (Si0,), Sulfur (S), phosphorus (P), while brand premiums/discounts
represent the liquidity of ores in the physical market such as import volume and portinventory level.

DCE would update premiums/discounts on a semi-annual basis and deliverable brands would be adjusted
according to market conditions.

Brand Quality Total

Premiums/Discounts Premiums/Discounts Premiums/Discounts

e |08-09
COMMODITY EXCHANGE



www.dce.com.cn

Quality Premiums and Discounts

Item Quality Standards

Iron (Fe)
Silicon Dioxide (SiO,)

Aluminum Oxide (AL,0,)

Phosphorus (P)

Sulfur (S)

Quality requirements of standard products (par grade)

=61.0%
=4.5%
=2.5%

<0.10%

<0.03%
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<1.0% Accounted as per 1.0%
Aluminum Compared with 2.5%,
oxide <3.5% [1.0%,2.5%) premium of 2.0 per decrease of 0.1%
~J.
(AL,0;)
Compared with 2.5%,
(2.5%,3.5%] discountof 3.0 per increase of 0.1%
Compared with 0.10%,
(0.10%,0.12%] discount of 10.0 per increase of 0.01%
Phosphorus
<0.15% Compared with 0.12%,

(P)

discount of 15.0 per increase of 0.01%,
and accumulated with the discount of
(0.10%,0.12%]

(0.12%,0.15%]

Compared with 0.03%,

(0.03%,0.10%] discount of 1.0 per increase of 0.01%

Compared with 0.10%,
discount of 5.0 perincrease of 0.01%,
and accumulated with the discount of
(0.03%,0.10%]

Sulfur (S) <0.20%
(0.10%,0.20%)

Quality difference and premiums/discounts of substitute products

Iron (Fe)

Permissi

ble
Range

=56.0%

Premium/Discount (CNY/MT)

[60.0%,63.5%]

Compared with 61%,
discount of X per decrease of 0.1%;
premium of X perincrease of 0.1%

[56.0%,60.0%)

Compared with 609,
discount of X+1.5 per decrease of 0.1%,
and accumulated with the discount of [60.0%, 63.5%)]

>63.5%

Compared with 63.5%,
premium of X+1.0 per increase of 0.1%,
and accumulated with the premium of [60.0%, 63.5%]

Silicon
dioxide
(Si0,)

<8.5%

<4.5%

Compared with 4.5%,
premium of 0.5 per decrease of 0.1%

(4.5%,6.5%]

Compared with 4.5%,
discount of 1.0 per increase of 0.1%

(6.5%,8.5%)

Compared with 6.5%,
discountof 1.5 per increase of 0.1%,
and accumulated with the discount of (4.5%, 6.5%)]

In particular, the sum of silicon dioxide (SiO,) and aluminum oxide (AL,O;) shall not exceed 10%. The
determination method, publication time and implementation time for the X value in the quality
premium/discount of lron (Fe) item are as follows:

Publication Time Determination Method for XValue  Implementation Time

Taking the daily settlement price of the contract
in the latest delivery month from the 11th
trading day in September of the previous year
to the 10th trading day in March of the current

yearto calculate the arithmetic mean value. From the first trading day
Last trading inOctober of the current
dayin If such value<600 CNY/MT, then X=1.0 CNY/MT; year to the last trading day

each March in March of the nextyear

If600 CNY/MT< such value <1,200 CNY/MT,
then X=1.5 CNY/MT;

If such value>1,200 CNY/MT, then X=2.0 CNY/MT.

Taking the daily settlement price of the contract
in the latest delivery month from the 11th
trading day in March of the currentyear to the
10th trading day in Septemberof the current

Last trading yearto calculate the arithmetic mean value. From the firsttrading day
dayin in April of the next year to
September If such value<600 CNY/MT, then X=1.0 CNY/MT; the last trading day in
eachyear September of the nextyear

If600 CNY/MT< such value < 1,200 CNY/MT,
then X=1.5 CNY/MT;

If such value>1,200 CNY/MT, then X=2.0 CNY/MT.

oo | 10-11
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Deliverable Brands and Relevant Brand Premiums and Discounts

Brand
Brand Name Short Name Manufacturer Premiums

& Discounts
(CNY/MT)

PHYSICAL

HBIS Concentrates

Ansteel Mining
Concentrates

Ansteel Concentrates Ansteel Mining Co., Ltd.

: DELIVERY

BX Steel Concentrates 0
Karara Standard
: KARARACONCENTRATE KARARAMINING LTD 0
R O DCE provided various modes of physical
delivery for the physically-delivered iron ore
PBFINES 15 futuresincluding EFP ,"' /""
(exchange of futures for / /
JBGL Al NEWMAN FINES BHP Billiton Marketing AG (Singapore Branch) 0 physical), one-off ' 24 l 1 0
GRADE FINE ORE . .
delivery, bill of \ Factory
) ] WA Giees Warehouses
MAC FINES 0 lading delivery \ \
and rolling \.._
JIMBLESARCLEND —JiMBLEBAR FINES BHP Billiton Marketing AG(Singapore Branch) 0 delivery. For

overseas investors,

ROY HILL FINES DCE offersiron ore

(=]

Brazilian Blend Fi BRBE VALE INTERNATIONAL S.A. 15 bonded delivery at
razillan olen Ines =
Valley Metal (Shanghai) Co., Ltd. the Dalian portand
Qingdao portforall of the four
YANDI FINES 0 _ .
delivery modes available.
FORTESCBLEND FMGBLEND FINES CHICHESTER METALS PTY LTD 0
IRON ORE FINES-IOC6 10C6 CSN MINERACAO S.A. 0
As at June 1st 2021, there are 10 iron ore delivery warehouses as well as 24 iron ore delivery factory
KUMBA 0 warehouses within China. The location of those delivery points has been chosen specifically in order
Carajas Iron Ore Carajas FINES VALEINTERNAT ONALSA 5 to be consistent with iron ore physical market.
AGGLOMERATE
CONCENTRATE

*Applicable to Iron Ore Futures Contract 2205 and subsequent contracts. mummmamm | I Z- I 3
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DCE OTC PLATFORM
SWAP & BASIS TRADIN

--------------------
----------------------
-------------------------
------------------------
-------------------
--------------------
-----------------------------
-----------------------------

Apart from exchange-traded futures and options, DCE has also launched swaps and basis trading based on L R
DCE futures prices on its OTC platform in order to better cater to hedging needs of industrial participants. . . . . . . . . o

In comparison with futures and options, OTC derivatives such as swaps can be highly customized to = = =« = = =« 5 0 r m mmmmm s m e e e

industrial participants’ risk management. Participants could trade swaps based on outright futures e
contracts, price spreads, published indexes by DCE. Since its launch in 2019, DCE OTC swaps have served o o
numerous participants from ferrous, petrochemical and agricultural industries, the overall nominal value L R R R I I R I R

ofcontractshassurpassed L8billion RMB. e,

--------------------------

Basis trading is a form of cash trade based on “DCE futures price + basis” mechanism, by using DCE futures ot Tttt
price as the pricing reference in cash trade, industrial participants could benefit from large liquidity, . e
transparent price discovery process of DCE futures market. As at April 2021, industrial participants have o
closed over 400 deals and the nominal value has reached over 2 billion RMB. 000N o o000 0o G0 D000 DD g0 O
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