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Opportunity Overview: C8 China Futures Program

➢ The China futures markets have developed over the past 30 years into some of the largest 

and most influential futures markets globally, trading traditional as well as esoteric contracts.

➢ Historically, regulatory controls have prevented offshore investors gaining exposure to the 

uncorrelated returns this highly liquid, yet still inefficient, market can offer.

➢ A number of western CTA managers (e.g. Winton, MAN, Aspect, Systematica) have been 

running onshore programs for several years. Recent regulatory changes have allowed 

global investors some limited access to these interesting markets, however, the new 

capacity has been soaked-up by their existing key institutional investors.

➢ C8 is relatively unique in its position of being independent add well established in the 

market with a 4+ year track record and local presence, with capacity available to offer to 

investors and managers alike.

➢ The strategy can be customized according to client needs but has generated a Sharpe Ratio of 1.7 with low correlation to other 

asset classes (including Chinese equities) which makes it particularly appealing as a portfolio diversifier.

➢ The most efficient way to access the market and returns, within the existing regulatory framework, is via a TRS on the Index,

utilizing an existing prime broker which brings the benefits of no new credit risk, existing reporting structure and daily liquidity.



Background: China and its Futures Markets

➢ In 1988, China officially began preparing its own futures market. After 30 years of 

development, the China futures market has gradually become a mature derivatives trading 

market with great international influence.

➢ China is the world’s leading producer of, amongst others, flat glass, cement, aluminium, 

antimony, barite, coal, fluorspar, graphite, iron, steel, gold, cotton and food. It has 6% of the 

world’s land mass and 20% of its population to feed.

➢ The pace of innovation in China’s futures markets is accelerating, particularly in the

commodity complex. 

➢ China, as the world’s largest consumer of many major commodities, is incentivised to 

improve its attraction and influence as a key trading centre. New legislation is set to 

improve market functioning and extend the scope for futures in other asset classes.

➢ As the engine of the world deepens and evolves its markets, there will be no shortage of interest from investors in creating and

hedging Chinese exposure. The relationship between exploitable inefficiency and adequate liquidity has improved significantly

and will attract foreign investors far more readily, as regulations encourage the same.



Background: China and its Futures Markets

➢ Total turnover of China's futures markets rose 50.6% in 2020 from the previous year to 437.53  trillion yuan or around 

$68tr, reaching a historic high, according to the China Futures Association.  

➢ Trading volume totalled 6.15 billion lots, an increase of 55.3% year on year.

➢ Chinese futures market trading accounted for 13.2% of the global total in 2020, 1.7 percentage points higher than in 

2019.

➢ China’s four exchanges, aggregating at over 6 billion lots, equate to the third biggest futures market in the world after 

India and Brazil: see Appendix A for FIA exchange ranking data.

➢ China has many of the world’s leading futures contracts, particularly in the Agriculture, Energy and Metals categories: 

see Appendix B for FIA contract ranking data.
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Background: QFII & Steadily Increasing Openness

➢ China has a long-standing and clear commitment to both boost foreign participation in local financial markets and

promote international use of the renminbi.

➢ Recent QFII reforms underline the reform momentum and, despite geopolitical tensions, the backdrop is arguably even

more favorable for liberalization going forward, bringing substantial new opportunities for overseas investors.

➢ A new draft Futures Law has been submitted to the National People’s Congress, aimed at bringing China’s futures

markets closer to international norms, promoting closer links to global futures markets and rendering China’s markets

more attractive to international investors.

➢ Expanding the QFII program to allow the inclusion of futures boosts greater overseas interest and the list of international

futures products listed on Chinese exchanges continues to grow.

➢ Chinese regulators lifted limits in 2020 on foreign ownership of securities and asset management companies after years

of discussion.

➢ In making these moves, China attracts international trading onshore, improves its pricing power in key commodity

markets and improves, over time, the recognition and standing of the yuan as a global currency.

➢ The most untapped opportunities for investors, onshore or off, lie in the futures and corporate bond markets: see link to

ICMA’s report from January 2021.

➢ The regulation of the China futures markets are 5 organizations in one unit (see next slide)

https://www.icmagroup.org/assets/documents/About-ICMA/APAC/The-Internationalization-of-the-China-Corporate-Bond-Market-January-2021-140121.pdf


Background: China Futures Markets Regulation



C8 Strategy: C8 China Futures Access Program (Index)

➢ Background: C8 was founded by Mattias Eriksson and Dr Ebrahim Kasenally, who were both senior partners at 

BlueCrest, responsible for trading systems and quantitative research respectively.

➢ C8 Founders, Mattias Eriksson and Ebrahim Kasenally, drove 18% per annum performance 2003-2009 at BlueTrend, 

taking AUM from launch to $15bn by 2009.

➢ Having spent over 20 years building and refining trading systems based on developed markets, in 2017 they looked to 

apply the same techniques on data related to the onshore China Futures markets.

➢ The test results were very positive and with some minor adjustments (notably trade horizons), the onshore business 

was launched in early 2018, having raised money from local institutions (SOE’s).

➢ C8’s China Futures Access Program is now deployed on over 30 commodity assets in the liquid Chinese markets: a 

daily trading and re-balancing programme, targeting a net Sharpe Ratio superior to 1.5, with a combination of 

traditional trend-following with five to ten day holding periods and alternative risk premia/systematic macro themes 

that seek longer-term opportunities.

➢ Based upon our own analysis, as well as observing peers, we believe that is possible to run the C8 China Futures 

Access Program with capacity of $1-2bn, but the markets are evolving and deepening monthly so capacity could grow 

with the market underlying.



The C8 China Futures Access Program is highly diversified by market, investment style, risk profile and trade frequency. 

Designed to remove uncertainty from the portfolio of forecasts by cross fertilizing ideas from disparate fields of science, 

engineering and quantitative finance including:

➢ Statistical signal processing, mathematical system theory and robust statistics

➢ Scientific computing, numerical analysis and exploratory data analysis

➢ Machine learning, data mining and robust optimization 

➢ Portfolio construction, macro and micro-economics and, market factor research

➢ Software engineering, database architecture and networks

➢ In the C8 China Futures Access Program, the forecast horizon is one business day since the portfolio re-balances daily. 

Portfolio positions adjust as expectation and volatility evolve. The holding period of this program ranges from 5 to 10 

days

➢ The model combines the positions across all the assets in a carefully crafted portfolio, targeting a prespecified level of 

volatility (currently the program has portfolios for clients running target volatilities from 5% to 30%).

C8 Strategy: C8 China Futures Access Program (Index)



C8 China Futures Access Program Sub-Strategies:

(1) CTA:

➢ The first component of this C8 China Futures Access Program (Index) is directional where positions are dimensioned in 

proportion to the expected return in any given asset e.g. the stronger the expectation, the larger the position

➢ Positions are also dimensioned inversely to prevailing levels of volatility, namely, volatility represents the level of risk or 

uncertainty in any given asset e.g. higher levels of perceived risk result in smaller positions

(2) Alternative Risk Premia:

➢ The second constituent of the Program (Index) is market neutral, seeking longer term opportunities with a low correlation to 

the directional component. 

➢ Known as Alternative Risk Premia, these are widely defined in academic research, however, C8 integrates its own research to 

exploit these sources of medium-term beta

➢ Key drivers are roll-down-yield, reversion, momentum, value and spread, operating on individual asset curves and across 

assets

C8 Strategy: C8 China Futures Access Program (Index)



C8 China Futures Access Program Constituents:

➢ Across the various exchanges there are 60+ different futures contracts eligible for selection

➢ However, the Program only uses approximately 35 contracts, for which there is sufficient accurate and rich data history, as 

well as proven liquidity 

Shanghai Futures Exchange (11)

➢ Steel rebar

➢ Hot rolled coils

➢ Bitumen

➢ Aluminium

➢ Copper

➢ Lead

➢ Nickel

➢ Zinc

➢ Silver

➢ Gold

➢ Natural rubber

Dalian Commodity Exchange (13)

➢ Iron ore

➢ Linear low density  polyethylene (LLDPE)

➢ Polyvinyl chloride (PVC)

➢ Polypropylene (PP)

➢ Coking coal

➢ Coke

➢ Soybean meal

➢ Soyabean oil

➢ Corn

➢ Corn starch

➢ RBD palm olein

➢ No.1 Soybeans

➢ Egg

Zhengzhou Commodity Exchange (10)

➢ Ferrosilicon

➢ Manganese silicon

➢ Flat glass

➢ Pure terephthalic acid (PT)

➢ Thermal coal

➢ Methanol

➢ Rapeseed meal

➢ White sugar

➢ Cotton No.1

➢ Rapeseed oil

China Financial Futures Exchange (2)

➢ 5-year treasury bond  futures

➢ 10-year treasury bond  futures

C8 Strategy: C8 China Futures Access Program (Index)



C8 Strategy: C8 China Futures Access Performance
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C8 Strategy: Diversification Benefits to the Investor

➢ China Futures vs SG CTA Index

➢ China Futures vs CSI 300 Total Return Index

➢ China Futures vs S&P 500 Total Return Index

➢ China Futures vs GSAM Macro Risk Premia Index

Diversification Benefit:

➢ 30 days rolling correlation 

between C8 China Futures and 

key relevant benchmarks 

confirms the diversification 

potential of such a portfolio 

strategy.

We believe that C8’s China Futures Access Program is a key ingredient in any global investor’s portfolio

Other Benefits Include:

➢ Over 4 years in existence but built 

on 20+ years of research and 

experience.

➢ Existing onshore client base is 

over 20 Institutional (SOEs) 

investors and $200mm+ AUM.

➢ Flexible risk profile (vol of 5 - 30%).

➢ Diversified breadth of exposure 

(35+ contracts and multiple signals 

and systems at work).



C8 Strategy: Competitors & Competitive Advantage

The main competitors to C8 in the China Futures Markets are a mixture of local traders as well as western asset managers 

(CTAs) who have been running local programs the past few years. C8 have a number of competitive advantages with 

respect to both of these groups:

Advantages vs. Local Traders:

➢ Pedigree and experience of C8 founders.

➢ Institutional set up and approach – robust infrastructure.

➢ Better risk controls.

➢ Systematic with no intervention unless liquidity concerns – no manual adding to positions on the way up.

➢ IP / Risk Premia component (leading to better return profile) – 0% correlation to CTA/trend so very additive.

➢ Lower cost (of the embedded CICC/Guotai swap) since less trading frequency than locals who favour intra-day.

Advantages vs. Western CTAs (e.g. Winton, MAN Group, Systematica, Aspect):

➢ Over the past few years a number of these organizations have also set up programs in China and have been 

successful with raising assets from local investors, running $1-2bn AUM.

➢ The relaxation in rules has allowed them to market the programs to offshore investors but it is our understanding the 

majority of the new capacity has been consumed by key existing offshore institutional investors.

➢ As such they do not have spare capacity and would also be reticent to offer this unique capabilities to peer managers.

➢ C8 are independent and have no existing offshore clients to whom capacity has been promised in advance.

➢ Also, limited flexibility in how others could customize each strategy and no alternative risk premia component.



C8 Strategy: Persistent Barriers to Entry

➢ While regulatory changes have allowed a degree of liberalization, barriers to entry remain which in the near term prevent a 

large number of new participants moving in which could lead to alpha erosion.

➢ Setting up a local presence in China and becoming licensed still comes with time and costs.

➢ The government influence and oversight of the markets can also make potential participants nervous of starting the process.

➢ As previously mentioned, these strategies are relatively capacity constrained to (<$2bn approx.) due to;

➢ Exchange controls.

➢ Limits set by CICC and other institutions providing access to the returns on swap.

➢ The strategies themselves. 

➢ Given the specialist nature and limited scalable business opportunity, large asset managers could be deterred, in the near 

term. 

➢ These factors suggest that while the market will continue to grow organically, and regulatory restrictions could ease further

in the medium term, the inefficiencies which exist to create alpha generating opportunities will persist for the next 2-3 years.



Summary: C8 China Futures Access Program (Index)

While the restrictions around participants in onshore futures markets have relaxed - strict controls on the ability of foreign 

investors to take money out of China remain in place. The C8 China Futures Access Program, is designed as a gateway 

product with strong track record and excellent portfolio diversification benefits for international investors.

➢ The onshore Chinese futures markets are well developed and liquid, offering exposure to a wide range of different assets 

and uncorrelated return streams.

➢ For a number of years, local traders and a limited number of western asset managers (with a local presence), have been 

exploiting persistent inefficiencies within these markets on behalf of Chinese investors to generate alpha, using 

systematic trading programs.

➢ C8 are an independent firm, established by two senior partners from BlueCrest and have been active in China for over 4 

years building a successful investment program based upon on 20+ years of research and experience which utilizes a 

unique combination of traditional CTA and alternative risk premia sub-strategies to generate a Sharpe of 1.7. 

➢ The C8 China Futures Access Program (Index) is currently available via total return swaps to offshore investors and 

managers who can customize the parameters of the strategy to match their portfolio needs.

➢ C8 will be launching a Cayman based fund structure in the next couple of months, in partnership with an established fund 

house, with both onshore and offshore feeders, with monthly liquidity and advantageous terms for early stage investors.



Appendix A: FIA Exchange Ranking Data

1

Open Interest for these exchanges 
attributed to OCC

2

Nasdaq NFX stopped trading in 
December 2019

3

MIAX Emerald began trading in March 
2019

4

Tokyo Commodity Exchange became a 
subsidiary of Japan Exchange Group in 
October 2019

5

Oslo Stock Exchange was formally 
consolidated under Euronext in 
December 2020; all historical Oslo data 
has been shifted to Euronext

6

Mercado a Termino de Buenos Aires and 
Rosario Futures Exchange merged 
into MATba ROFEX in August 2019

7

LSE Derivatives Market was rebranded 
as CurveGlobal Markets in June 2019
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Appendix B: FIA Contract Ranking Data
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How to Contact C8

t: +44 (0) 20 3826 0045 

e: info@c8-technologies.com

w: c8-technologies.com

C8 Technologies, 

Michelin House, 

81 Fulham Road, 

London, 

SW3 6RD UK

mailto:info@c8-technologies.com

