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Crude oil is one of the most important commodity in the world CITIC Futures

- Global crude oil production is around 100 million barrels/day, with total value
of 3.65 trillion USD at 100 dollar/barrel. (1/8 of US GDP, 1/6 of China GDP )

- RIKFHDIEACHE/H, #Brent100XT/HHIHE, F/~E3. 6H1C%ETT.

Density and sulfur content of selected crude oils
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Crude oil pricing formula and major benchmark systems CITIC Futures
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Canada crude oil

WCS ‘

WTl Cushing - IGE Brent
HEREEFRHEXNE.

WTI Midland — Cushing HRtINEXR TR HEEY
KR FEXPermianZ 4% WCi— WTI Cushing /AR mEA, BrEBOEfNT
BRI A, BEES IRE AR AFEAXIWT 13255 . 8. SEERmH 08 %
Tk, HMERMTE MRMERZEXEFRIEEIE ﬁﬁH,M% FERR BE TR S
SHXMKES. T, FSBNCSIAZKESS I E R A,
Shale oil producing center North sea crude oil
WTI Midland . . Brent
‘ Inland arbitrage triangle Futures delivery center Export arbitrage triangle .
— WTI Cushing WT1 Cushing -
EA#E=A HOEF=/&
WT1 Houston — Cushing AR
HITEEX RHE OMXS
: REMEEYRAA. =WTI-
WTI H - Midland > = . -
}iﬂ%;gggﬁﬁéﬁg Brent EEX N 223 2 EE S, Brent — WTI Houston &

BRILEZEXEBEHA,
FTEZMBHERZM, WTI
Houstont8%] 8 47 fz B < [E]
[FimiE i O SEFRIN AR,
AI{EAWTI CushingBYE X
SEIBREEN.

BHIRA. BRABNE
INFMidland—Cushing5
Cushing—HoustonzZ #0,

BEIMRERZIE.
WTI Houston ’ WT! Houston

Refinery center

Gui Chenxi CFA PhD Qualification No.: F3023159 Investment consulting No.: Z0013632 Source: CITIC Futures

This report is not a service under the futures trading consulting business, and the opinions and information provided are for reference only and do not constitute
investment advice to anyone. CITIC Futures do not consider relevant personnel as client due to their attention, receipt, or reading of the content of this report.



Brent i1&F% @Iﬂ) 2 01 1%

Brent price system CITIC Futures
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Dubai price system
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KEY BENCHMARKS ($/barrel)

Mid Change
(PGA page 2210)
Dubai (May) pcasTee  66.78-66.80  66.790 +1.040
Dubai (Jun) pCAAUOE  66.50-66.52 66.510 +1.010
Dubai (Jul) pcAAves  66.21-66.23 66.220 +0.970
MEC (May) AAWSAGe  66.78-66.80  66.790  +1.040
MEC (Jun) AAWSBEA  66.50-66.52 66.510 +1.010
MEC (Jul) AaWscee  66.21-66.23  66.220  +0.970
Brent/Dubai (May) aagmsea  -0.21/-0.19 -0.200 -0.040
(PGA page 1212)
Brent (Dated) pcAAsee  65.21-65.22 65.215 +1.705
Dated North Sea Light AAOFDE®  65.21-65.22 65.215  +1.705
Dated Brent (CIF) PCAKMO@ 66.220 +1.710
Brent (May) PcAAQee  66.31-66.32 66.315  +1.505
Brent (Jun) pCAARG®  66.30-66.32 66.310 +1.595
Brent (Jul) PCARRO@ 66.110 +1.495
Sulfur de-escalator AAUXLO® 0.15
Oseberg QP (Mar) AAXDWOR 0.6176
Oseberg QP (Apr) AAXDX00 0.5415
Ekofisk QP (Mar) AAXDYB@ 0.5213
Ekofisk QP (Apr) AAXDZ08 0.4569
Troll QP (Mar) ATFNBo@ 0.0000
Troll QP (Apr) ATFNAG 1.0524
(PGA page 210)
WTI (Apr) PcACGed  56,78-56.80 56,790 +0.720
WTI (May) PCACHe@ 57.11-57.13  57.120 +0.690
WTI (Jun) MGITee  57.53-57.55  57.540 +0.670
Light Houston Sweet AAXEWOR 63.990 +0.820
Light Houston Sweet M2 AAYRY0R 63.770 +0.940
LOOP Sour (Apr) AALSMO1 63.940 +0.870
LOOP Sour (May) AALSMO2 63.670 +0.840
LOOP Sour (Jun) AALSMO3 63.390 +0.720
Bakken AAXPPO@ 56.340 +0.780
Eagle Ford Marker AAYAJ00 63.900 +0.830
ACM* (Apr) AQHNO® 63.48-63.50  63.490 +0.870
ACM* (May) AAQHOB®  63.21-63.23  63.220  +0.B40
ACM* (Jun) AAQHPE®  62.93-62.95 62.940 +0.720

*Americas Crude Marker.

FORWARD DATED BRENT ($/barrel) (p6A page 1250)

Mid Change
North Sea Dated strip AAKWHE®  65.64-65.66 65.650 +1.645
Mediterranean Dated strip ~ AALDFe@  65.64-65.66 65.650 +1.640
33-63 Day Dated strip AALEJG@ 65.65-65.67 65.660 +1.515

BTC Dated strip AAUFIG®  65.66-65.67 65.665 +1.660
15-45 Day Dated strip AALGMe® 65.68-65.69 65.685 +1.695
30-60 Day Dated strip AAXRKG® 65.65-65.67 65.660 +1.515
North Sea CIF Dtd strip AAHXERQ 65.655 +1.650
20-60 Day Dated Strip ADBRAGR 65.650 +1.525
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BRENT/WTI SPREADS AND EFPS (P4 page 218)

Mid Change

Brent/WTI 1st AaLAvGe  9.42/9.43 9.425 +0.195
Brent/WTI 2nd AaLAvee  8.99/9.01 9.000 +0.305
Brent/WTI 3rd AALAYOQ 8390 +0.245
Brent EFP (May) aaGvxee  0.06/0.07 0.065 -0.005
Brent EFP (Jun) aGvyee  0.13/0.15 0.140 +0.125
Brent EFP (Jul) AAMVYBR 0.080 +0.065
WTI EFP (Apr) Aaacvtes  -0.01/0.01 0.000 ).00
WTI EFP (May) aagvuee  -0.01/0.01 0.000
WTIEFP (Jun) asgwes  -0.01/0.01 0.000
MIDDLE EAST ($/barrel) _

(PGA page 2210) Mid Change
Oman (May) pcassee  66.81-66.83  66.820 +1.070
Oman (Jun) AAHZFOO  66.52-66.54 66.530 +1.030
Oman (Jul) AAHZHR® 66.22-66.24  66.230 +0.980
Upper Zakum (May) AAOUQER  66.80-66.84 66.820 +1.070
Murban (May) AAKNLBE 67.93-67.97  67.950 +1.000
Murban (Jun) MBNSAD® 67.650 +0.970
Murban (Jul) MBNSB@@ 67.350 +0.930
Al Shaheen AAPEVER  66.77-66.81 66.790 +1.040

Spread vs OSP
Murban AAKusee  -0.15—0.05 -0.100
Spread vs Dubai
Murban AARBZ60 1.730  +0.030
Al Shaheen Anpewee  0.52-0.62 0.570 +0.070
Quality Premiums

Murban QP [May) AATSVER 0.5893

(PGA page 2658)

Dubai Swap (Apr) AAHBMG® 66.,49-66.53 66,510 +1.010
Dubai Swap (May) AAHBNG® 66.20-66.24  66.220 +0.970
Dubai Swap (Jun) AAHBOR® 65.89-65.93  65.910 +0.940
DATED BRENT

/o

66 (30)

65

64

63
25-Feb 27-Feb 01-Mar 05-Mar 07-Mar 11-Mar
Source: S&P Global Platts
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Global crude oil prices are highly correlated CITIC Futures
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2. {XEH¥ 5 Supply and Demand
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Crude oil has huge global industry network CITIC Futures
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Refinery processes crude oil into oil products CITIC Futures

Crude oil distillation unit and products

boiling range products
lighter
(low boiling point) | ——> <85°F 3 butane and lighter products
-3 85-185°F ——> gasoline blending components
—> 185-350 °F ——> naphtha
—> 350-450 °F —> kerosene, jet fuel
—> 450-650 ‘F  —> distillate (diesel, heating oil)
—>» 650-1,050 °F ——> heavy gas ol
heavier . ) .
GELErnereny — > > 100%F  ——> residual fueloil
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Global crude oil production and consumption distribution
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Global supply and demand balance CITIC Futures
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Global oil trade flow CITIC Futures

Major trade movements 2021
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3. 48 FH3E 0il Price Research
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Crude oil price three layered influencing factors CITIC Futures

| i 2023 |
; | SRE ST ; bEi;lh?
2020H1 2920H2 Financial 1 i i M2 S | ER L 1T
E%IE&_ BRFE™ Geopolitical T 1T PENTE
ERKE RITER : ! :
3 5 | ! o |
}?"EE?;,&_- ?if‘_'ﬁil_ﬁ supplyé ! Geopolitical T |
HIRTIT BRIEEE Demand T ;
i Supply & Demand= Supply & Demand—
Supp | y& 2021
Demand 4 BEED ! |
ERREH= : . . . . |
x{k;ﬁﬁ'ﬁ 9092 Financial 4 1 Financial 4 !
[FimEAREE ! . !
Financial 4 HiF 4T ' i’@*%S'ZT%FTJ: | |
: ﬁmEJ:T:jJFDTF ' '
6000
100
4000
50 Crude oil P 500 (right axis)
—WTI R — frE500 (HiH)
0 R PR L 2000
~— ™ Tp] N~ o~ ~— ~— ™ (o] N~ o~ -~ ~— ™ Tp] N~ o~ ~— ~— (90] 0 N~ o~ ~— —
o o o o o ~ o o o o o ~ o o o o o p— o o o o o ~ o
N N N N N N ~N ~N ~N ~N N N N ~N N N N N BT N N N N N N
o o o o o o — — — — — ~— N N N N N N ™ ™ ™ ™ ™ ™ <t
N N N N N N N N N N N N N N N N N N N N N N N N N
o o o o o o o o o o o o o o o o o o o o o o o o o
N N N N N N N N N N N N N N N N N N N N N N N N N
Gui Chenxi CFA PhD Qualification No.: F3023159 Investment consulting No.: Z0013632 Source: Wind CITIC Futures

This report is not a service under the futures trading consulting business, and the opinions and information provided are for reference only and do not constitute
investment advice to anyone. CITIC Futures do not consider relevant personnel as client due to their attention, receipt, or reading of the content of this report.



M%E'I‘i: Jﬁiﬂﬂfﬁ’l‘%ﬁ]ﬁ%?&ﬂﬂi @ o £ 10 1%

Geopolitical: the top level influencing factor CITIC Futures

Beginning of Oil become Transfer of Financialized

modern oil industry strategic commodity oil pricing power oil era
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Financial: crude oil price is closely related to economic cycle
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253 5KkEH] Economy expanding cycle
[EHASe JFAN IR EER fith JEE BT 8]
Time period Crude oil price yield Peak time
i gx BEBn | Bit g | Pml wh wEAH
Start End Lasting months Accumulated Annual ized PMI Crude oil price Delayed months
1975-03 1980—-01 59 132% 44% 1975-01 1974-10 -3
1980-07 1981-07 12 4% 1% 1980—-05 1980-05 0
1982-11 1990-07 93 -18% -18% 1982—-05 1983-04 11
1991-03 2001-03 122 28% 4% 1991-01 1991-03 2
2001-11 2007-12 74 365% 36% 2001-10 2001-12 2
2009-06 2020-02 130 —56% -9% 2008-12 2009-02 2
M Average 82 76% 10% 2
$Z%=BEHl Economy recession cycle
JEHASE [FHAN RN mER fit JEE BeF )
Time period Crude oil price yield Trough time
Fia ZER BERH | 2it g | PMI HN I =I=R0
Start End Lasting months Accumulated Annual ized PMI Crude oil price Delayed months
1974-01 1975-03 13 38% 29% 1974-01 1974-06 4
1980-01 1980-07 6 12% 24% 1980-02 1981-02 12
1981-07 1982-11 16 —8% —6% 1981-05 1981-05 0
1990-07 1991-03 8 —27% —41% 199004 1990-10 6
2001-03 2001-11 8 -21% -32% 1999-11 2000-09 10
2007-12 2009-06 18 -25% -17% 2006-02 2008-07 29
2020-02 2020-04 2 —30% -178% 2018-08 2018-10 2
SE15{E Average 10 —9% -31% 9
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Supply & Demand: inventory is an effective reference for oil price
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Crude oil supply and demand framework CITIC Futures
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Crude oil supply and demand balance CITIC Futures
gafr  Unit SFREHME FEE3E 1k il ]
H#E/H 2019 2020 2021 2022 2023 2020 2021 2022 2023 2020 2021 2022 2023
#tZ Supply Annual average(million barrels/day) YOY (million barrels/day) YOY (%)
OECD 3152 3061 3112 3234 3405 —92 51 123 171 —2.9% 1. 7% 3. 9% 5. 3%
E[E| 1953 1863 1897 2029 2163 —90 35 132 133 —4. 6% 1.9% 7. 0% 6. 6%
fnZ=-k| 548 524 554 570 578 —24 30 16 8 -4.4%  5.7% 3. 0% 1. 4%
|PE| 192 193 192 190 211 2 —1 -2 21 0.9% —0.5% —-1.1% 11. 0%
H {tbOECD| 460 481 468 444 454 21 -13 —24 9 4.6% -2.7% —5.1% 2.1%
JEOECD 6877 6330 6456 6760 6712 —548 126 304 —47 —8. 0% 2. 0% 4. 7% —0. 7%
OPEC| 3461 3070 3165 3417 3333 —391 95 252 —83 -11.3% 3.1% 8. 0% —2.4%
Ho: JFEjHR| 2927 2560 2627 2867 2792 —367 67 240 =75 —-12.5% 2.6% 9.2% —2.6%
Heh:. Hbig{dss| 534 510 538 550 542 —24 29 11 -8 —4.5% 5. 6% 2. 1% —1.5%
BIZEL| 1460 1344 1374 1381 1364 -117 31 7 -17 -8.0%  2.3% 0.5% —1.3%
h[E| 486 486 499 512 530 0 13 13 18 0. 0% 2. 7% 2. 6% 3.5%
H fib§EOECD| 1470 1430 1417 1450 1485 —40 -13 33 35 —2.7% —0.9% 2. 3% 2. 4%
2Tk 54t & World | 10029 9390 9567 9994 10118 —639 177 427 124 —6. 4% 1. 9% 4. 5% 1.2%
&>RDemand
OECD 4775 4201 4479 4566 4580 =573 278 87 14 -12.0% 6. 6% 1.9% 0. 3%
X[E]| 2054 1819 1988 2001 2014 —235 169 14 13 -11.5% 2.3% 0.7% 0. 6%
HAih 12 12 12 12 12 (0] 0 0 -1 —2. 0% 1.8% 0. 0% —4.2%
INE=EK| 249 219 228 228 229 —30 8 1 1 -12.0% 3.8% 0. 3% 0. 4%
KX | 1430 1242 1311 1351 1354 —188 70 40 3 -13.2% 5. 6% 3. 0% 0. 2%
H#| 377 336 342 337 333 —-40 5 -5 -4 -10.7% 1.6% —1.4% —1.3%
H ftbOECD| 653 574 599 636 639 79 25 37 3 -12.1% 4.4% 6. 2% 0. 4%
JEOECD 5315 4957 5234 5352 5518 —358 277 118 166 —-6.7% 5.6% 2.3% 3.1%
RRIEKPBd| 488 453 467 452 459 —36 15 -15 6 —7.3% 3. 2% —-3. 2% 1.4%
XK 77 71 75 76 76 -7 4 1 0 —8. 6% 5. 6% 1.8% 0. 3%
fh[E| 1401 1443 1527 1515 1593 42 84 -12 78 3. 0% 5.8% -0.8% 5.1%
HAEM| 1369 1234 1315 1369 1413 —-135 81 54 44 —9.9% 6. 5% 4. 1% 3. 2%
Hb4EOECD| 1979 1756 1850 1939 1977 —223 24 90 38 —-11.3% 5.3% 4. 8% 1.9%
£ ekEmsEsR  World 10089 9158 9712 9917 10098 —931 554 205 181 -9. 2% 6. 1% 2. 1% 1.8%
BEfE IS 4L A\ Inventory| —60 232 -145 77 20
Gui Chenxi CFA PhD Qualification No.: F3023159 Investment consulting No.: Z0013632 Source: CITIC Futures
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4. EHA{R{E Commercial Hedging
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Oil price risk exposure of oil companies

CITIC Futures
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Crude oil trading price exposure period CITIC Futures
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Choosing hedging tools based on benchmark system

v 15 0] B

CITIC Futures

i

Crude oil price
RN
-~ ' Premium & discount

Benchmark Price ="

Futures price
A%
RN
Europe__———Agd
B I
— T

Physical price

ok fe
P

EEMNTS
Europe___——— Adia ————__America
ERCH T =M
N

IW.L"E Physical

contract
Bl

Term
contract

Kt

B [Fl

America

%5 HME AP
M1 HEK FE

=M

ICE
Brent

DME
Oman

INE
SC

IFAD
Murban

Nymex
WTI

Dated
Brent

Platts
Dubai

Platts
Oman

Argus
ASCI

-

#EE R

B

Futures exchanges

ey

Price reporting agency

Gui Chenxi CFA PhD Qualification No.: F3023159 Investment consulting No.: Z0013632

This report is not a service under the futures trading consulting business, and the opinions and information provided are for reference only and do not constitute
investment advice to anyone. CITIC Futures do not consider relevant personnel as client due to their attention, receipt, or reading of the content of this report.

OSP Physical discount

Source: CITIC Futures



RERKE RN SPERBAEEXMERS @@¢%mﬁ

China gasoline and gasoil price has the highest correlation with SC CITIC Futures

Crude oil futures Global oil products derivatives China oil products futures

2018/3-2023/7 FIREFEHPE SR i HALR 1R mh E il R E 5
pa | b LE 4EHh e | R S &4ha

P P 3 SR
prighzeye  BE BB s Nymex  HmB Nymex  IGE | RE P R hS
Price correlation MOGAS RBOB 10ppm ULSD Gasoi | LU FU LPG
China UK us Singapore us Singapore us UK Low sulfur High sulfur Liquid
gasoline gasoline gasoil gasoil gasoil fuel oil Bitumen  fuel oil petroleum gas

hESH#H 0.915 0,923 0.907 | 0.903  0.878  0.88  0.872 0.877 |0.883 0.856 0.863 | 0.796

China gasoline
WS 0.909 0.920 0.909 0.905 0. 884 0.875 0. 863 0.8656 | 0.860 0.860 0.856 0.768
Shandong gasoline

shE%EH 0,941 0.888 0.871 | 0.851 0.825  0.912  0.910 0.910 | 0.892 0.851 0.786 0.776

China gasoil
L ZR 40 0.941 0.884 0.859 0.906 0.816 0. 906 0.897 0.906 |0.892 0.843 0.787 0.795

Srandonogesel ch A 5 AN SR S AR E S (5T/E)
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Crude oil futures comparison CITIC Futures

Underlyinggrﬂo?iuct quality Medium Sour Crude Oil Light Sweet Crude Oll Light Sweet Crude Oil
X Z1nn

Co/r\ltract#Size 1000 barrels/lot 1000 barrels/lot 1000 barrels/lot
& ARIR
Price Quotation (RMB) Yuan/barrel
SRR BT (no tax or duty included) USD/barrel USD/barrel
Mini Price Fluctuati
|n|mur2 r::_e Auf Haton 0.1 RMB/barrel 0.01 USD/barrel 0.01 USD/barrel
B/NTEN L
Listed Contracts 12 consecutive months
followed by 8 quarterly Up to 9 years 96 consecutive months
B4k
EmaARH contracts.
Trading Hours
Beijing Time 9:00-11:30,13:30- New York Time 8 PM — 6 .
32 53 B8] 15:00, 21:00-2:30 AM PM New York Time 6 PM —5 PM
Last Trading Day The last trading day of the The last trading day of the Uz 210 bgsmess L ey
= =25 H month prior to the delivery second month prior to the D5 W L) GRSl Gl
==k i
% /A month delivery month of the mo_nth preceding the
delivery month
Settlement Type Physical delivery at : : . :
specified Warehouse EFP or Cash delivery Physical delivery at Cushing
Gui Chenxi CFA PhD Qualification No.: F3023159 Investment consulting No.: Z0013632 Source: INE ICE Nymex CITIC Futures

This report is not a service under the futures trading consulting business, and the opinions and information provided are for reference only and do not constitute
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CITIC Futures

Deliverable grades of SC crude oil futures

Price
Differential Origins
(Yuan / Barrel)

Deliverable Nation API Sulfur
Crudes Gravity (%)

United Arab Emirates =230 0 Fateh Terminal
Upper Zakum United Arab Emirates 233 <2.0 0 Zirku Island
United Arab Emirates =235 <1.5 5 Fujairah Terminal or Jebel Dhanna Terminal
Sultanate of Oman =230 <1.6 0 Mina Al Fahal
Basrah Light Republic of Iraq 228 <3.5 -5 Basrah Oil Terminal or SPM
Basrah Medium Republic of Iraq 226 <4.0 -10 Basrah Oil Terminal or SPM
Angra Dos Reis, Port Acu, STS Santos, STS Sao
Tubi The Federative 528 <0.8 10 Paolo, Sao Sebastian, and FPSO of Brazil, La Paloma
P Republic of Brazil B - of Uruguay, and other loading ports recognized by
INE
, People's Republic S < i Dongming Oil Terminal of
SEnet of China 224 =1.0 > Sinopec Shengli Oilfield Company

*The crude oil being loaded in shall be the crude oil that is shipped from the loading port in the country or
region of origin, or after Physical Filing and stored in the bonded oil tanks in the Designated Delivery Storage
Facilities, and shall not be mixed with other oil during the loading and storage.

SENER MY SR RBR~ R E R EESEZNEFREFRERERE CERVUNEANN R, BAER
THEFHAEN S S EtRmER. #5E R € ER—MritmEAN TR RN EZE miha) R,

Gui Chenxi CFA PhD Qualification No.: F3023159 Investment consulting No.: Z0013632 Source: INE CITIC Futures

This report is not a service under the futures trading consulting business, and the opinions and information provided are for reference only and do not constitute
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Physical delivery volume of SC crude oil futures
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- Since 26" March 2018, the accumulated physical delivery volume of 65 historical
contracts is 200 million barrels.

2018 3H 26 HH E MRS EH LK, 65N ASEEHRITZEIE2{ZH.
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Trading opportunity 3Z5#l<
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What factors influence SC/Brent spread? s2lnE =& @ i L

SC — ( Brent + Dubai swap / Brent EFS + Freight + other Fees) * Exchange rate

Macro economy Exchange rate

P g

Quality spread SC/Brent Tanker freight
mRINZE spread YIRiE %

If all influencing factors

Warehouse Warrant indicate the same direction,
& other factors Best time to trade!
CREEHM =R =S ES-ALhaI S )

A REFE BTN SIS
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1. Macro economy EMEF 1 [

- Although global crude oil price are highly correlated, different crude oil futures
reflect base country fundamental characteristics. Macro economy is the underlying
driver for commodity demand, which influences the price difference. For example,
SC/Brent futures spread show very similar pattern with China/US PMI difference.

BAREKFHANESERKS, BRHREHFRSEZWARMBX ZEHNE. EMEFEMmEKNRARIRE,
MMENIEESR. 5120, SCHFIBrent/FHEARNESHPEPMIEFHINE SEMEX M.

ERSMEBEALE GEAEY) RELEEPMIEEEE
Crude oil futures spread Composite PMI difference
SC/FX-Brent (E7T/#%, B3 — INE SC(JT/#@) RE-XE —HREG#H) — EE (R
SC —Brent (USD/Barrel, LHC) SC (RMB/Barrel) China-USPMI  China PMI (LHC) US PMI (LHC)
900 r 25 1 - 80
800 20 r - 70
700 15
600 10 r 60
500 5 - 90
400 0 40
300 -5 - 30
200 -10
100 15 | 20
0 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 _20 _20 L - 10
— M OO MN O — — MO OO0 —OO .U~ _25 L L O
LI LR/RILILLIRIILILRLR — MWV~ O = ®WONO — = MW~ O
S888885555588¢98¢88 £8858c-o88b8-588¢8°
O O O O O O O O O O O O O O o o o
AN AN N AN AN N N N N &N N N N N N N N
Presenter: Gui Chenxi CFA PhD Quialification No.: F3023159 Investment consulting No.: Z0013632 Data: IHS Bloomberg Citic Futures
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2. Exchange rate L&

- SCis quoted in RMB and Brent is quoted in USD, thus SC/Brent price ratio reflects
the exchange rate change. One arbitrage strategy is the statistical regression
between SC/Brent ratio and RMB/USD exchange rate, which works well in some
periods such as 2018-2019. However, if some major fundamental shift occurs such
as 2020 and 2022, other factors may dominate the spread change as well.

Tt EEmES, SC/Brent tEMMAEREANMARTRZEITUCRTNH. KERERIMNENESICERE S,
EL AT LA TR W EFR 5. ERIAZRAELREERTUN, MEMERZRESNE, RSFBCRIEA.
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12 - SC/Brent price ratio vs exchange rate 5
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3. Quality spread RN =

- Economy and forex influence SC/Brent spread from the financial aspects, while
guality difference is the crude oil specific industry component. The underlying
products of SC are medium sour crude oil, while Brent is light sweet crude oil, thus
the spread should reflect the quality difference between light — heavy spread, which
can be characterized by Brent-Dubai spread known as EFS (Exchange for swap).
HFSCRPFREHEM, Brent2RRIKFEH, Bl@ERNESEZWSCMBrentiNtgxR, AILUIET

Brent-Dubaift Z#1THRIE. TEZ+FENZNEREAEO-S5ET/HEXEIETT, {B2020F% 15120225 #h %5
HRFSFHRIBT, ATRESBINERKIERE D,

BrentX{Dubaif#&F7K (ET/#E) F M E OB (BR-ER)
151 Brent — Dubai spread (USD/Barrel) 5.0  Saudi crude Official Selling Price (OSP) to Asia

(Light — Heavy crude)
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4. Tanker Freight &% 1 [

- SC reflects the destination price of middle east crude oil, thus the price difference
also needs to include the physical trading cost, such as freight. In most of time,
crude tanker freight is relatively stable, however under special cases such as 2020,
which may result in large fluctuation of the freight.
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Because SC is physical delivered, so the price in the last trading days also reflects
the amount of deliverable inventory in the warehouse, which is reported as
warehouse standard warrant. If the warehouse inventory is high, SC maybe weaker
than Brent; and vice versa.
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Arbitrage strategies EFIRRg

SC — ( Brent + Dubai swap / Brent EFS + Freight + other Fees) * Exchange rate

: Statistic
Macr(; dr_|ven regression
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Unless otherwise specified, CITIC Futures Co., Ltd. (hereinafter referred to as "CITIC Futures") Possess the copyright and/or other related intellectual property
rights of this report. Without the prior written permission of CITIC Futures Co., Ltd., no unit or individual is allowed to copy, reprint, cite, publish, publish,
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CITIC Futures or the trademark owner, no unit or individual shall use the trademark, service mark or mark.

If within the jurisdiction of any country or region, the content of this report or its application conflicts with the laws, rules or regulations of any government
agency, regulatory agency, self-regulatory organization, or clearing house, or if CITIC Futures is not authorized to provide such information or services locally,
then the content of this report is not intended to be provided to individuals or organizations in these regions, No individual or organization is allowed to view or

use this report locally. The content contained in this report is not applicable to all countries or regions or to everyone.

All content contained in this report is for reference only. The content of this report does not constitute investment advice to anyone, and CITIC Futures will not

consider the recipient as a customer due to their receipt of this report.

Although the information contained in this report was obtained from sources we believe to be reliable at the time of publication, CITIC Futures makes no
express or implied warranties regarding the accuracy, reliability, timeliness, or completeness of the information, viewpoints, and data contained in this report.
Therefore, no one shall rely on the accuracy, reliability, timeliness, and completeness of the information, viewpoints, and data contained in this report, and
CITIC Futures shall not be liable for any losses caused by the use of this report and the materials contained. This report should not replace individual
independent judgment. This report only reflects the different assumptions, insights, and analytical methods of the authors. The views expressed in this report

do not represent the positions of CITIC Futures or any of its affiliated or affiliated companies.

The investments and services referred to in this report may not be suitable for you. We suggest that you consult an independent investment advisor if you have
any questions. This report does not constitute any investment, legal, accounting or tax advice, and does not guarantee that any investment or strategy is

suitable for you. This report does not constitute any personal consultation or advice given to you by CITIC Futures.
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