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14 February 2025

To: The China Securities Regulatory Commission
Focus Place 19, Jin Rong Street, West District
Beijing China 100033

Dear Sirs / Madams,

Administrative Regulations on Programme Trading in the Futures Markets (Trial Implementation)
(Consultation Draft)

FIA® appreciates the China Securities Regulatory Commission’s (CSRC) publication of the “Administrative
Regulations on Programme Trading in the Futures Markets (Trial Implementation)(Consultation Draft)”
(the “Draft Regulations”) and welcomes the opportunity to provide comments for CSRC'’s consideration.
This transparent approach demonstrates a commendable commitment to engaging with the market,
and plays a crucial role in identifying potential issues to ensure the smooth implementation of the new

regulations.

We note that the “Administrative Requlations on Programme Trading in the Futures Markets (Trial
Implementation)” (the “Regulations”) to be promulgated provide a framework for the orderly and
regulated adoption of programme trading in the futures market. We welcome the CSRC'’s approach of
standardising programme trading requirements across the securities and derivative markets,
particularly in relation to reporting, trading activities monitoring and fees.

We fully support the policy objectives of the Draft Regulations and would like to offer several key
observations and suggestions for the CSRC’s consideration. We also have questions on specific articles
in the Draft Regulations, as well as other issues we wish to bring to your attention. These are detailed
in the attached Appendix.

KEY OBSERVATIONS
1. ALIGNED APPROACHES AND MARKET ENGAGEMENT

We note that several key details, such as the definition of high-frequency trading, thresholds and
standards around abnormal trading behaviours, and the appropriate level of transaction fees, will

3 FIA is the leading global trade organization for the futures, options and centrally cleared derivatives markets, with offices in
Brussels, London, Singapore and Washington, D.C. FIA’s membership includes clearing firms, exchanges, clearinghouses,
trading firms and commodities specialists from about 50 countries as well as technology vendors, law firms and other
professional service providers. FIA’s mission is to support open, transparent and competitive markets, protect and enhance
the integrity of the financial system, and promote high standards of professional conduct. As the principal members of
derivatives clearinghouses worldwide, FIA’s clearing firm members play a critical role in the reduction of systemic risk in global
financial markets. Further information is available at www.fia.org.
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require further clarification through additional rules and guidance from the exchanges. We
strongly encourage the exchanges to adopt a coordinated and standardised approach when
formulating these rules, with exceptions made only when necessary due to the unique nature of
specific transactions or products.

We note that the Shanghai Stock Exchange and Shenzhen Stock Exchange have adopted a similar
aligned approach in the securities market. Such standardisation will simplify the integration of
implementing rules into market participants' trading models, reduce fragmentation, and ease the
compliance burden for firms operating across multiple venues.

Additionally, we urge exchanges and other relevant institutions to provide a reasonable period
for public consultation when formulating these implementing rules®. This will ensure that the
rules are well-calibrated, transparent, and effectively communicated to the market, thereby
minimising any unintended consequences.

CLARITY OF DEFINITIONS AND SCOPE

The Regulations provide a high-level framework for addressing high-frequency trading (HFT) and
abnormal trading activities, which aligns broadly with the regulations in the securities market.
However, several areas would benefit from further clarification to ensure effective
implementation.

a. Article 3 — Definition of HFT

It is currently unclear what constitutes “a high number” or “high frequency” of order
placements and cancellations, as well as the timeframe considered a “short period of time”
for these activities. It is crucial that the standards for identifying HFT be carefully calibrated
and precisely defined, with particular attention to the unique characteristics of the futures
market. This will ensure that regulatory efforts are focused on HFT strategies that
genuinely pose market risks, rather than inadvertently classifying a wide range of ordinary
programmatic strategies as HFT, which could result in unnecessary restrictions.

Article 3 also states that specific standards for high-frequency trading shall be formulated
by futures exchanges. Given that exchanges will ultimately establish these rules,
consistency across exchanges is critical. Standardized criteria would enhance their

4 FIA members have expressed interest in sharing feedback on several areas, including:

Information surveying and monitoring mechanisms for programme trading (Article 6)

Emergency handling and disconnect arrangements for external system connectivity (Article 13)

Mandatory terms of engagement agreements formulated by the CFA (Article 7)

Risk monitoring, prevention, early warning, and emergency response policies for programme trading (Article 24)
Changes to trading limits and charges for order placement and cancellation (Article 26)

Thresholds for invoking trading suspensions and order cancellations (Article 28)

Regulatory reporting requirements (Article 29)

Market making business via programme trading (Article 35)

8
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applicability across various products and facilitate smoother integration into trading
models.

Where thresholds are not well-calibrated, or if there is uncertainty and inconsistency in

their definition and application, it could lead to several negative consequences, including:

o Firms adopting overly cautious strategies to avoid inadvertently breaching the rules,
which could reduce liquidity provision and tighten market-making activity.

o Fragmentation across exchanges, increasing the compliance burden for market
participants operating across multiple venues.

. Penalization of normal trading activity, particularly in volatile or high-volume market
conditions, if thresholds are set too low or applied rigidly. This could result in wider
spreads, reduced efficiency in price discovery, and ultimately harm investors—
especially retail investors—while exacerbating market volatility.

o The creation of an uneven playing field, as inconsistent enforcement due to unclear
definitions could lead to different interpretations and applications of the rules
across participants.

Article 25 — Abnormal Programme Trading Behaviours

Several key areas would benefit from further clarification to ensure the effective

implementation of the regulations. These include:

o Clear definitions regarding the thresholds for order placement and cancellation
frequencies within short timeframes or daily limits.

o Additional guidance on order-to-trade ratios and their associated thresholds.

. A more detailed framework for identifying significant anomalies in price and volume,
especially those arising from large, continuous, or intensive order placements.

. More details on the discretion that futures exchanges have to monitor "other
situations" as they deem necessary.

Article 28 — Trading Suspensions and Order Cancellations

Article 28 of the Draft Regulations authorises the exchanges to cancel orders or suspend
trading upon occurrence of certain contingencies that may lead to significant abnormal
fluctuations in the futures prices or the market. We understand that this provision is
consistent with the Administrative Measures for Futures Exchanges, which also recognize
trading suspension as a risk control measure. However, we advocate for further
transparency in the criteria for implementing such actions, which would enhance market
confidence and ensure consistency in their application.
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REPORT MANAGEMENT

Chapter 2 of the Draft Regulations requires transaction parties to report certain information to
the futures company and/or the exchange before conducting programme trading. We are
encouraged to see that the Draft Regulations lay out the regulatory framework for pre-trading
reporting and continuing supervision to be conducted by futures companies and exchanges,
which could facilitate a coordinated and standardized oversight across the exchanges.

Itimportant to ensure that the content and procedure for reporting are commercially reasonable,
as unduly burdensome reporting requirements may result in market participants reducing their
qguoting activity to avoid breaching disclosure requirements. This could ultimately reduce overall
market liquidity.

Given the diversity of futures products, we recommend that reporting requirements be tailored
to each product category. This would help prevent disproportionate compliance burdens,
particularly in markets with naturally higher turnover. Failing to account for varying market
conditions (e.g., high-volume days or volatility spikes) could unintentionally restrict trading,
potentially exacerbating price swings and harming market stability. Increased regulatory
uncertainty may also deter participation from international market makers and institutional
investors, limiting market competitiveness and efficiency.

In addition, as trading software and strategy are part of the core proprietary assets of many
trading firms, FIA members have expressed concerns over the potential loss of their intellectual
property if reporting requirements are overly prescriptive. We respectfully submit that the
information required to be reported, including the additional information required for conducting
HFT, should strike a balance between ensuring effective regulatory oversight and safeguarding
the confidentiality and integrity of proprietary intellectual property.

The Draft Regulations also require transaction parties to update the reports where there is a
"significant change" in the information submitted. It would be helpful to clarify what constitutes
a "significant change" in this context and we recommend basing this on a materiality threshold.
We also suggest the establishment of a process for updating reports without the need to submit
entirely new reports each time changes occur.

IMPLEMENTATION PERIOD

Considering the potential impact of the Regulations, we recommend a 9-month implementation
period to ensure a smooth transition and full compliance. This will minimize disruptions to
ongoing program trading, allowing investors the time to establish necessary arrangements such
as entrustment agreements with futures companies. Allowing investors to continue existing
program trading during this period will also ensure market liquidity is not impacted.

10
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APPENDIX

In addition to our key observations set out above on the Draft Regulations, we have included with this
submission an Appendix which further details certain questions on the Draft Regulations and other
issues to which we would like to draw to your attention. We should be most grateful for your
consideration on these issues during the formulation of the program trading regulations and the review
of implementation rules.

NEXT STEPS

We greatly appreciate the opportunity to provide feedback on the Draft Regulations and would
welcome the chance to meet with the CSRC to discuss the points raised above in further detail. We are
also happy to assist in any other way that the CSRC deems appropriate.

If you have any questions, please do not hesitate to contact Bill Herder, FIA Head of Asia Pacific, at
bherder@fia.org or +65 6549 7333 or Tze Min Yeo, FIA Head of Legal & Policy of Asia Pacific, at

tmyeo@fia.org or +65 9111 0717.

Yours faithfully,

4

Bill Herder
Head of Asia Pacific

Futures Industry Association (FIA)
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APPENDIX
FURTHER COMMENTS AND REQUESTS FOR CLARIFICATION

e  Pre-Existing Program Trading: We seek clarification on the reporting arrangements
10 for investors engaged in pre-existing 'program trading' to ensure proper compliance
and transparency.

16 e Record Retention: Information technology testing records are essentially internal
technical documents. We recommended allowing futures companies to retain these

and testing records based on their internal document management policies or,
alternatively, refer to the requirements in the Guidelines for Information Technology

17
Management of Futures Companies to shorten the retention period to 5 years.

e Scope of Prohibition on External Connectivity: We recommend that the scope of
prohibited or restricted activities related to external connectivity be clearly defined
to prevent unnecessary disruptions to normal trading activities. For example, we
believe the prohibition on providing external system connectivity to third parties
under Article 18 is intended to disallow external connectivity being extended to third
parties who are not investors and clients of the futures companies, and not to restrict
investors and clients conducting program trading or HFT through the use of
Application Programming Interfaces (APls).

e Direct Connection of Clients’ Technical Systems: The restriction against futures
companies directly connecting clients' technical systems to futures exchange systems
should be clarified to avoid impacting colocation setups under chapter 4, where

participants may connect their racks to the exchange systems via a gateway.
18

e (Clarity on Scope: We understand that the goal of Article 18 is to prevent illegal
solicitation and unauthorized system access, rather than to restrict legitimate
investor activities. To better align with the Regulations on Program Trading in the
Securities Market, we recommend refining the language to clearly state that the
restriction applies only to illegal activities:

“Program traders shall not use the system to connect with each other to illegally
operate futures business, illegally solicit traders or handle third-party trading
instructions, illegally transfer or lend their own technical systems, or illegally provide
external access to the system for third parties.”

12
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20

Definition of “reasonable use of the colocation resources”: We seek clarification on

the circumstances that would be considered an "unreasonable use of colocation
resources."

23

Expansion of Responsible Person: The last sentence of Article 23 states that Chief
Risk Officer (“CRO”) is responsible for the "legality, compliance, and risk
management effectiveness). We suggest expanding this to also include the CRO, or
another appropriate official or committee, ensuring flexibility and comprehensive
oversight in fulfilling these critical functions.

26

Fee Arrangement: We recommend that fees be structured based on specific
behaviours (such as data usage volume or access to colocation facilities), rather than
on categorical classifications.

Trading Limits: We seek clarification on the relationship between "trading limits"
and the existing position limit regime.

Adjustments to Order Cancellation Fees: We would highlight that changes to order
cancellation fees should be carefully designed to prevent any undue disruption to
the price discovery process.

27

Detailed Guidance on Cross-Exchange and Cross-Market Monitoring: Additional
clarity on the practical application of cross-market supervision for offshore investors,
particularly regarding Stock Connect, QFll, and equities trading, would be
appreciated. Additionally, CFMMC should provide market participants with clear
guidance on cross-exchange and cross-market monitoring.

33

Clarity on Thresholds: The thresholds at which a participant is considered to
"compromise the system security or trading order" should be clearly communicated
to participants, ensuring they can comply with the rules and avoid unintentional
violations.

13



