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1990 Zhengzhou Wheat Exchange established.
1993 Nearly 40 exchanges & 1000 brokerage firms

1993 Scandals in oil and beans due to price
manipulation in illiquid contracts. Little
regulation. Firms go bust. Real people lose real
money - welcome to capitalism!

he comrades are not happy-

1994 Government crackdown. Speculation causing
inflation. Bans contracts on index linked & FX,
Sugar, Steel, Coal, Gasoline, Diesel, Oil and
Cotton. Trading on foreign futures exchanges
banned.

Hot money moves to bond trading - 75% of volume
on SSE is bond futures — no position limits or margin
controls in place.




1995 Bond EFutures Scandal. Massive short positions.
Government changes bond/issuance policy
(contrary to insider information), 1000s of trades
cancelled, traders ordered to liquidate.
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CSRC implements higher margin requirements,
lower position limits;, price limits, andi registration

requirements of brokers

| L -
Liaoning Province skirts regulations through
muiltiple brokers, attempts to manipulate bond
futures again. Government shuts down bond

futures market for good.
e W)

Continued market. manipulation in Coffee, Wheat,
Mung Beans, Plywoodiand/Rice. Lack of storage
facilities encourages price manipulation.




1996 Scandals continue. Financial institutions banned from
futures trading (futures are strictly agricultural). Bank
loans for margining nolonger permitted. Sugar
futures suspended.
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1998' CSRC announces plans to merge exchanges and
crack downion unregistered or undercapitalized firms.
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1998 December — 15 Commodity exchanges consolidated to
3: Dalian, Shanghai, and Zhengzhou. Number of
contracts cut from| 35 to 17. Margins raised from 5%
to 10%. Industry proposes setting up self regulatory.
organization — China Futures Association

2000 China Futures Association founded.




2001 Limited foreign futures trading allowed for several
large State-Owned Enterprises (SOEsSs)

— . T
2002 Massive consolidation of futures broker firms
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2003 CSRC looks at issues of foreign ownership of
brokerage firms, foreign trading (QFll), and
introduction of oll futures, stock index, and bond
futures. No action yet.
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Still'no overriding futures regulations or laws.
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Key Lessons Learned (the hard way)

Lack of Regulation

Lack of Enforceme




The Remains of the Day...




The Remains of the Day...

Counter-party Risk - Excha jes di unction

as primary counter-party and no procedures fc
Ilqulda ion of markets when counter-

part j fails.

New Product Introduction not Systema: u:: =
— Exchanges do not explore demand for hedge
_ products, availability of underlying markets, or

APPro Jm ate speculator design.

i f.- = . -_..‘__.._ f g .-' -'ﬁl-ll..

Underlymg Markets Subje~~~~s ‘Largerriayer:
Concentratlon No regulation of competition,
~ price Settmg, bond issuance, mampulatlon m
JJ\/:J markets except those influenced by world
pricCEesS. '
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Business Issues for DCE

National Market with country-wide access & low level of {

entation

Transparent Automated Trading System

Sound, Robust and Safe Market Infrastruciur@

Rapid and Spee@ Price Dlmtlon i

ﬁ_ecelpt Sy stem
Integrated Cleari g &'Settlement Systermielinkag ge s with 3
arehouse receiptisystem

Efficient Wath DUSE
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Technology Issues for DCE

Move the Exchange to Beijing and use Dalian as Backup Site

Implement an Open Common Messaging Inflﬁucture "

Replace 7 year old Core Business Applicatiofasawith World
Develop an Opelﬁgndards-@:?ata Architec
Use internationally/ re ogniiedlngustry standards e.g FIX/ICFP .
Develop a Strai hiflhrough Processingl(Sii)"Infrastructure

IDeveIop Real-time MarketsSurveillance 5/ el

Migrate from_ExchEnueEowned:Clear
Tora NationaliGiEaigNoUSE —e:grspiiFoiiEasSantorantindependent
na Clearing Coriuiation WiSINESS

_ Learn and Use Enterprise Architect it Me hod@l..I
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Case Study Examples of Other Architectures:
4= Dairy Earm) Group use of: TIOGAE
ZAShEsanoaEiiv

S Federal Enterprise Architecture

& 4. Treasury Enterprise Architecture Framework - TEAF




mingithe Develoﬁ#)'

Prelim:
Framework
and Principle

A

o Architecture
H ” Yision
Architecture

Migration
Planning E

Oppottunities
and S olutions

i

Business
Architecture

c

Information

Technology
Architecture

Define
arch

, : . - ojg
Determiney
criteria




Feedback Loop

Commbskeers

Gkl

SllE

Srakg

Brzeziment 'y

Fe momance
;'{;‘J’I‘“ W Pl s Bkget
L] Juz '
15
Perbmancz: B liess
Makajement [y Planklug

e

Strategic Planning and Budgeting Cyele

Froject

Standards

Systems
Architectuge

//' Business \.

Architecture

Yo San

Strategy

(]
i = Compliance Fielded
5 g n E g hy Certiftljcatiun Release
c o = ] P i
55 = g g z L ] Froject
: = = 2 O o
Enterprise = 2 &
Yision g E Release
& &= Architecture
Strateoy = A

Sy

= ==

Information Dictionary

Froject

Az Buitt
Architecture

Enterprise Architecture




(2]
EJ)
<
L
72
L
|
=
L
o
z
<
I
o
x
w
>
E
(=]
o
=
=
[}
o
4
<
-
<
(=]

a
Futures FIX 1SO
Protocol

Third
Party
Interfaces

Architecture™Visi

Common
Gateway

DCE Open Exchange
Common Access
and Network

Open Messages Standards

API Based

Application-to-Application/Browser Based

DCE Trading
System

Market Data
Services

Clearing &
Settlement

Delivery
Services

Risk
Management
Collateral

Market

. Statistics
Surveillance

Member
Services

Management

MANAGEMENT

SECURITY

DATA EXCHANGE

DATA EXCHANGE

SECURITY

MANAGEMENT

Special
Members
(QFII)

Industry
Associations
e.g. CFA

Non-trading
General
Public

Other
Exchanges

Settlement
Banks

Individual
Investors

Clearing

Regulators | Corporation

| (Future)

China Central |




i

Defining the Business Process Domains and %

Member
Services
g

Portal

AL E
Delivery
g5
Clearing and
Settlement
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Dalian Commodity Exchange of China
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Il Governance !

1 Policy
formation

Technical
Operating Architecture
Committee PMO

DCE
Steering

Committee Techncial
Architecture

DCE Technical

Architecture
Document

B

DC E DCE
Technical B usiness
Partners Units




Deliver to
SLASs

Deliver on | Contract Mgt
commitments Council capability

Preferred Outsource
Development

An IT
organization that
produces

fundamental |
positive changes
within DCE. Use resources
efficiently

Central
Procurement Supplier

Changes that
TOGAF

catapult DCE
forward in its Access to new
' technology

market.

TA Program Office|

Open

- a;
Common Solution Manage (T
Unified resources Interface
Business & o~ !
i twor
COllnCll rocesses e
Groups

IT Strategies

- = 7 e = =
e T e !.L = il .
New Trading Products Enhanced | |Expand Trading
eLearning | Community

New Member Services

Internal Marketing

esource Portfolio
Approach

New Industry Services

External PR

IT Innovation




e nt
a ’Hf’

U Recommendations
O Program Management
Q
a

Directions Ove

Delivery Oversight

Communication Outreach

Solution Architect :" Solution Architect Solution Architect Solution Architect Solution Architect

PRESENTATION
Forms, Scripting
DHTML, FIX, XML
JSP, ASP

HTML, JavaScript

-i
PLATFORMS & DB
J2EE, .NET
SQL, Databases
TRM Services
Architecture

o T,
MESSAGING

SOAP, XML, FIX
ebXML / UDDI
Web Services

BUSINESS LOGIC SECURITY

EJB, COM, COM+ ssL,

UML, Use Cases e-Authentication
Encryption
Security




Project Plan

Change Log

Quick Wins

Project Plans

Change Log

Risk Log

Weekly

Risk Log

Issue Log

Weekly
Project
Progress

Repo

Issues Log

Program
Summary
Report

o

Integration
Program
Summary
Report

- (fortnightly Tuesday)




st Measuring the Maturity of TA in the DCE
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STAGE

DESCRIPTION

SATISFIED

-

Stage 5

Leveraging the TA for
Managing Change.
[Includes all elements of
Stage 4]

=Written/approved policy exists for TA maintenance
=Either IT Steering Committee or IT Council has approved TA
=Matrices exist for measuring TA benefits

Stage 4

Completing Architecture
Products

[Includes all elements of
Stage 3]

=Written/approved policy exists for IT investment compliance to TA

=TA products describe enterprise’s business — data, applications, and technology
that supports it

=TA products describe “as is” environment, “to be” environment, and
sequencing plan

=CIO has approved the TA plan

T
'-'

Stage 3

Developing

Architecture

Products

[Includes all elements of
Stage 2]

=Written/approved policy exists for TA development

=TA products are under configuration management

=TA products describe or will describe enterprise’s business — data, applications,
and technology that supports it

=TA products describe or will describe “as is” environment, “to be” environment,
and sequencing plan

=TA scope is enterprise focused

T

Stage 2 =Committee or group representing the enterprise is responsible for directing,
Building the overseeing, and/or approving TA.
TA Management =Program office responsible for TA development exists.
Foundation =Chief architect exists.
*TA being developed using a framework and automated tool.
=TA plans call for describing enterprise in terms of business, data, applications,
or technology.
=TA plans call for describing “as is” environment, “to be” environment, or
sequencing plan.
Stage 1 *The Exchange is aware of TA

Creating TA Awareness
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Managmg hlghly developed eIectronlc systems to

support the services and functions of DCE
' | LR o ST T i
— Constantly enhancing the technological mfrastructure
| to ensure DCE leads in innovation and open systems

' |n China and be ready to plug-in to the global arena
ok el My e (F e - g oo B rnekd

" Creating an open Application Program Interface (API)
~* to trading & clearing platforms to facilitate Straight
= Through Processing (STP)
— Fe Ly 1] hae F
" Balancing IT resources with business needs with a
customer driven focus

NN =, T

== Blending in-house development and strategic out-
sourcing to yield cost-effective and efficient solutions
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