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	   China aims to launch fuel oil, cotton and corn futures at three exchanges in 2004 to inject more life into its derivatives sector, which saw futures volumes hit historic highs last year, state media and officials said.

The Shanghai Futures Exchange are expected to roll out contracts for fuel oil, the Dalian commodity exchange for corn and the Zhengzhou commodity exchange for cotton, the China Daily quoted Tian Yuan, chairman of the China Futures Association, as saying on Tuesday.

Officials at the three exchanges declined to comment on the timeframe for the launch, saying that they were waiting for the China Securities Regulatory Commission to give the green light.

Hedging tools in the commodities and financial sectors are key in minimising risks as China opens up its markets after the country joined the World Trade Organisation in 2001.

"China is the world's top producer of cotton and has a huge textile sector, so launching the futures will be useful for the industry," Wang Xianli, general manager of the Zhengzhou exchange told Reuters, adding that the exchange was ready to launch the new contract.

China's futures sector has become more active in the past year, with Shanghai copper and Dalian soybean futures being watched closely by global markets such as the London Metal Exchange (LME) and the Chicago Board of Trade, even though foreigners are not allowed to trade Chinese futures.

Other key contracts traded include aluminium and rubber in Shanghai, soymeal in Dalian and low-quality wheat in Zhengzhou.

The three Chinese exchanges logged record turnover worth 10.84 trillion yuan ($1.31 trillion) in 2003, higher than the previous historic high of 10.06 trillion yuan in 1995, officials said.

That compares with an annual turnover of $2 trillion at the LME, which trades futures and options in copper, aluminium, zinc, nickel, lead, tin and aluminium alloy.

"China's futures market grew very rapidly in 2003," said Wu Jian, head of the Dalian Commodity Exchange's Shanghai office.

"It's worth mentioning that the record turnover seen on the three exchanges in 2003 comes at a time when the futures sector has undergone key restructuring, unlike the situation in 1995," Wu said.

China's derivatives market used to be vibrant in the early 1990s, but regulators launched a sweeping crackdown in 1995 to stamp out widespread speculation and eventually merged 15 commodities futures exchanges into the present three.

But China's market reforms have been slow, with the government dragging its feet in introducing new products in the derivatives market due to fears of history repeating itself, analysts say.

China's exchanges have said since 2002 that they planned to roll out a slew of derivatives products, but so far only one new contract -- high-quality wheat futures -- has seen the light of day in five years when it hit the boards in March 2003.

Other contracts in the pipeline include futures for sugar, rice, petroleum and stock indices, industry officials say.

"We hope that each of the three exchanges can develop at least one new product per year from now on. The pace should be faster in future," Tian was quoted as saying in the China Daily. ($1=8.277 Yuan) 


