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Disclaimer
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This presentation is for educational and discussion purposes only. Nothing in  
this presentation is to be taken as investment advice, nor as any  
recommendation to buy or sell any security or investment property or product.  
Please consult with GFM or your own investment advisors 1-on-1 before  
making any investment decisions.

GFM does NOT provide any tax, legal, or college admissions advice. Tax  
strategies in this presentation are based on our experience and believed to be  
current, but please consult with your own tax advisor for tax advice specific to  
your situation. GFM Group Limited is an SFC Type 9 Licensed Asset  
Management firm and is not affiliated with any exchange, brokerage firm, or  
custodian, including any of the co-presenters of this seminar.

Investing involves risks, including the risk that you may lose some or all the
money you invest. Futures trading involves the additional risk that you may
lose even more than your margin deposit.



Disclaimer by SGX
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This document/presentation has not been prepared by Singapore Exchange Limited (“SGX”) or any
of its affiliates (SGX and its affiliates collectively, the “SGX Group Companies”) and the information
in this document/presentation has not been verified by any SGX Group Company. No SGX Group
Company endorses or shall be liable for the contents of this document/presentation.

Accordingly, no representation or warranty whatsoever, expressed or implied, including without
limitation any statement, figures, opinion or view provided herein is given by any SGX Group
Company and it should not be relied upon as such. No SGX Group Company shall be responsible or
liable (whether under contract, tort (including negligence) or otherwise) for any loss or damage of
any kind (whether direct, indirect or consequential losses or other economic loss of any kind)
suffered or incurred by any person due to any omission, error, inaccuracy, incompleteness, or
otherwise, or use of or any reliance on any information, in, arising from or in connection with this
document/presentation and/or the seminar.

Statements or information disseminated by presenters at the seminar represent the views of the
particular presenter and not of any SGX Group Company. No SGX Group Company endorses or shall
be liable for the content of information provided by third parties, including any content of
information at the seminar. Use of and/or reliance on such information is entirely at the reader’s
and/or audience’s own risk.



About Tariq Dennison, CFPCM

 I manage client accounts on the IBKR
platform
 US Advisor: GFM Asset Management LLC
 HK Advisor: GFM Group Limited

 CERTIFIED FINANCIAL PLANNERCM 

professional
 Global market experience since 1999

 Commerzbank (NY, London, Frankfurt)
 Bear Stearns (NY)
 J.P. Morgan (NY)
 Canadian Imperial Bank of Commerce
 Societe Generale (HK)

 Masters in Financial Engineering
 University of California at Berkeley

 Lecturer at ESSEC Business School
 Author of Invest Outside the Box:  

Understanding Diverse Markets and  
Strategies
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FX Markets are huge, FX futures only 2% of them
OTC foreign exchange turnover

Source: Bank of International Settlements (BIS)
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Net-net basis,1 daily averages in April, in billions of US
dollars Table 1

Instrument 2001 2004 2007 2010 2013 2016

Foreign exchange instruments 1,239 1,934 3,324 3,973 5,357 5,067
Spot transactions 386 631 1,005 1,489 2,047 1,652
Outright forwards 130 209 362 475 679 700
Foreign exchange swaps 656 954 1,714 1,759 2,240 2,378
Currency swaps 7 21 31 43 54 82
Options and other products² 60 119 212 207 337 254

Memo:
Turnover at April 2016 exchange  
rates3 1,381 1,884 3,123 3,667 4,917 5,067
Exchange-traded derivatives4 12 25 77 145 145 115

1 Adjusted for local and cross-border inter-dealer double-counting (ie “net-net” basis). 2 The category “other FX products” covers highly leveraged transactions and/or trades whose notional amount
is variable and where a decomposition into individual plain vanilla components was impractical or impossible. 3 Non-US dollar legs of foreign currency transactions were converted into original
currency amounts at average exchange rates for April of each survey year and then reconverted into US dollar amounts at average April 2016 exchange rates. 4 Sources: Euromoney Tradedata;
Futures Industry Association; The Options Clearing Corporation; BIS derivatives statistics. Foreign exchange futures and options traded worldwide.



Futures open interest and volume by currency, Sep 2017
Short-term Interest Rate  

Futures Currency Futures

Open Interest Volume Open Interest Volume
Total (US$billion) $ 31,119 $ 5,639 $ 269 $ 150

US Dollar $ 20,934 $ 3,603 $ 251 $ 147

EUR $ 4,676 $ 947 $ 81 $ 46

Pound Sterling $ 2,180 $ 718 $ 21 $ 15

Australian Dollar $ 1,271 $ 135 $ 12 $ 10

Brazilian Real $ 754 $ 53 $ 57 $ 23

Canadian Dollar $ 741 $ 145 $ 15 $ 8

Swiss Franc $ 204 $ 23 $ 7 $ 5

Swedish Krona $ 122 $ 5 $ 1 $ -

Yen $ 116 $ 6 $ 31 $ 26
Source: Bank of International Settlements (BIS)
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Why currency futures?

Source: Bank of International Settlements (BIS)
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• Institutional FX rates for smaller sizes (~US$100k  
instead of US$1mio++)

• Institutional interest rates borrowing/depositing the
foreign currency

• Access to harder-to-trade currencies (e.g. INR)

• Standard exchange-based margining and settlement, no  
ISDA or CSA



G3 still most of the volume, China now #8

Source: Bank of International Settlements (BIS)
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Currency distribution of OTC foreign exchange turnover

Net-net basis,1 percentage shares of average daily turnover in
April2

Table
2

Currency
2001 2004 2007 2010 2013 2016

Share Rank Share Rank Share Rank Share Rank Share Rank Share Rank
USD 89.9 1 88.0 1 85.6 1 84.9 1 87.0 1 87.6 1
EUR 37.9 2 37.4 2 37.0 2 39.0 2 33.4 2 31.4 2
JPY 23.5 3 20.8 3 17.2 3 19.0 3 23.0 3 21.6 3
GBP 13.0 4 16.5 4 14.9 4 12.9 4 11.8 4 12.8 4
AUD 4.3 7 6.0 6 6.6 6 7.6 5 8.6 5 6.9 5
CAD 4.5 6 4.2 7 4.3 7 5.3 7 4.6 7 5.1 6
CHF 6.0 5 6.0 5 6.8 5 6.3 6 5.2 6 4.8 7
CNY³ 0.0 35 0.1 29 0.5 20 0.9 17 2.2 9 4.0 8
SEK 2.5 8 2.2 8 2.7 9 2.2 9 1.8 11 2.2 9
NZD³ 0.6 16 1.1 13 1.9 11 1.6 10 2.0 10 2.1 10
MXN³ 0.8 14 1.1 12 1.3 12 1.3 14 2.5 8 1.9 11
SGD³ 1.1 12 0.9 14 1.2 13 1.4 12 1.4 15 1.8 12
HKD³ 2.2 9 1.8 9 2.7 8 2.4 8 1.4 13 1.7 13
NOK³ 1.5 10 1.4 10 2.1 10 1.3 13 1.4 14 1.7 14
KRW³ 0.8 15 1.1 11 1.2 14 1.5 11 1.2 17 1.7 15



Currency history #1: History of the “ABC” exchange rates
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Currency history #2: The “appreciators”
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Currency history #3: 6 Asian Currencies
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3 Top Currency Futures on SGX are…

© 2017 GFM Group 12

Source: SGX



CNH
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Source: SGX



Forward prices represent different implied interest rates

US$100,000

RMB ¥686,981

RMB ¥662,250

US$101,250

1.25% Interest
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3.75% Interest

Spot FX = 6.6225

Forward FX = 6.7850

Numbers made up for example purposes only



SGX CNH (cash)  
now more liquid  
than HKEX CNH  
(physical)
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Source: HKEX



INR the 2nd most liquid FX futures on SGX
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Source: SGX



Even SGD futures don’t trade much…
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Source: SGX
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Source: SGX
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Source: CME



Strategy 1: Outright
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Drivers

• Yield Advantage

• Monetary easing in  
short currency

• Positive real rates in  
long currency

• “Risk on” momentum

/ Carry Trade

Risks

• “Risk off” flight to  
quality

• Regular volatility,  
margin call and  
monetary reversal



How to turn a US Treasury into an RMB bond with futures
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Strategy 2: Long China A-shares

Drivers

• Weaker Yen
stronger JP stocks

• Opportunity to select  
less currency  
sensitive names
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Long USD/CNH futures

Risks

• Stronger Yen  weaker JP  
stocks

• Margin requirements (if  
accounts not combined)



Futures hedge  better than borrowing CNH @6%++!
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Source: Interactive Brokers



Strategy #3: FX Momentum Strategies – pure or overlay
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Calculations based on BIS data, not responsible for errors
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