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The China Securities Regulatory Commission has given approval in principle for
the launch of stock index futures, margin trading and short selling according to
media reports. Chinese market authorities have largely completed the necessary
preparatory work and are weighing the appropriate timing and entry point for the
launch of these initiatives. Shares of major Chinese securities firms have
benefited in recent trading from speculation of an imminent launch of margin
trading, which would boost trading fees. Foreign institutions may also be allowed
to trade index futures using a portion of their Qualified Foreign Institutional
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tools for institutional investors to hedge risks, and should reduce market volatility
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financial futures and options in 2007, the introduction of derivatives in China has
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trading of stock index futures shortly after its establishment in 2006 with the
participation of futures brokerages, securities firms, fund management
companies, commercial banks and insurers’ asset management units.

In June 2007, the CFFE approved the first index futures contract tied to the
Shanghai-Shenzhen 300 Index, setting rules to prevent excessive volatility, such
as a trading halt if the price of a contract moves more than 6% from the previous
day’s close and remains at that level for more than five minutes. Additionally,
stock-index futures may not rise or fall by more than 10% in one day, from the
previous session’s close.

Figure 1: Cost of an index futures contract (index, RMB/contract)
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To deter speculation, draft rules provide a cost barrier to retail participation —
each point of the CSI 300 Index is valued at RMB300, with a minimum 10%
margin requirement. Thus at the 3500 level, investors would need to spend
RMB105,000 to buy a single futures contract (see Figure 1).
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Disclaimer

J.P. Morgan is a marketing name for investment banking businesses of JPMorgan Chase & Co. and its subsidiaries
worldwide. JPMorgan Chase & Co. or any of its affiliates (collectively, "J.P. Morgan") makes no representation or warranty
regarding the accuracy or completeness of the information herein. J.P. Morgan is not an advisor to any person in respect of
any referenced transaction.

This material is not the product of J.P. Morgan's research departments and along with any associated verbal presentation
(together the “Presentation”) is purely indicative and is based on current assumptions and market conditions. Although
information contained herein has been obtained from sources which we believe to be reliable, none of J.P. Morgan, nor any
person acting on their behalf, makes any representation or warranty, implied or express regarding the accuracy or
completeness of the information contained herein. The Presentation is not intended as an offer or solicitation for the
purchase or sale of any financial instrument, nor does it constitute a commitment by J.P. Morgan to enter into any transaction
referred to in the Presentation. J.P. Morgan shall incur no responsibility or liability whatsoever to the client or to any other
person in respect of the Presentation and in the event that J.P. Morgan enters into any transaction described in the
Presentation then such transaction shall be governed exclusively by the relevant transaction documents.

The recipient must make an independent assessment of any legal, credit, tax, regulatory and accounting issues and determine
with its own professional advisors any suitability or appropriateness implications of any transaction referenced herein in the
context of its particular circumstances. J.P. Morgan assumes no responsibility or liability whatsoever to any person in
respect of such matters.  This material is directed exclusively at market professionals and institutional investors and is not
for distribution in any jurisdiction where such distribution contravenes applicable laws of any relevant jurisdiction, nor could
it be distributed to any other person or replicated in any form without the prior written consent of J.P. Morgan.
Notwithstanding any prior written consent provided by J.P. Morgan for the further distribution or replication of these
materials and as consideration therefore, the initial recipient of these materials acknowledges to J.P. Morgan that it shall hold
J.P. Morgan harmless for the consequences of such further distribution or replication (as the case may be).
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