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SHFE Rubber to Form Bottoms and Reluctant to Rise

ZHANG Xiangjun, Research Institute of Founder CIFCO Futures

Market Review and Trading Advice

SHFE RU consolidated this week. 10,500 acts as a resistance and 10,000 as a support. Foreign auto
companies resumed operation, thus benefiting China’s tire export. Domestic auto production and sales is still
on the way to normal, and under consumption stimulus policies, the market confidence would be affected by
the sales volume in May. Furthermore, U.S. research on half-steel tires from Korea, Thailand, Vietnam, and
China Taiwan would affect rubber consumption, weigh on the market. Demand and supply situation turned
slow and new rubbers add stress. Technically, SHFE rubber in April and May corrected the bearish market

from Jan to March. The bottom is still building in the long term.
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I. Market Review
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Chart 1-1 SHFE Rubber Active Contract Trend Analysis

Source: Wenhua, Founder Cifco

II. Highlights
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Thailand's Natural Rubber Production Increased 6.9% YoY in Q1

The latest data shows that Thailand produced 1.3 million tons of natural rubber in Q1 2020, up 6.9%
from 1.22 million tons in the same period last year. In terms of specific products, the output of RSS was 4.2%
YoY, STR increased by 25.5% YoY, latex decreased by 4.3% YoY, and mixed rubber decreased by 7.5%
YoY. Domestic consumption in Q1 was 174,000 tons, up 12.8% YoY, compared with 154,000 tons in the
same period last year. In terms of specific products, consumption of RSS increased by 92% YoY, STR
increased by 70% YoY, latex decreased by 54% YoY, and mixed rubber decreased by 85% YoY. In addition,
Thailand's rubber inventory was 750,000 tons in March, up 3.3% YoY and down 6.4% YoY. Among them,
7% were RSS, 13% were STR, 21% were latex and 59% were other products.

Indonesia's Natural Rubber Exports in March Decreased both MoM and YoY

According to the latest data released by the Indonesian Customs, Indonesia's natural rubber exports in
March 2020 were 199.3k tons, down 6.78% month-on-month and 0.73% year-on-year. Among them, STR
exports 188.9 k tons, mixed glue 0.4 million tons, RSS 0.44 million tons. Indonesia's total exports of natural

rubber from Jan to March 2020 were 636.8 million tons, an increase of 4.46% Year-on-Year.

Tianjin Issued 535,000 Targets to Promote Auto Consumption

On May 21, the Tianjin Municipal People's Government Office issued the "Tianjin Municipal Government’s
Measures on Promoting Automobile Consumption " (referred to as "Measures"), which clearly proposed that
in 2020 the new individual small passenger cars allocation quota of 35,000, all in the way of license plate
lottery, and the Municipal Transportation Commission is to coordinate arrangements on monthly specific

indicator allocation quota.
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Chart 2-1 Domestic Vehicle Inventory and Alert Index Chart 2-2 Domestic Vehicle Monthly Output
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Source: Wind, Compiled by Founder Cifco
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Chart 2-3 Rubber Tire Monthly Output

Source: Wind, Compiled by Founder Cifco

Chart 2-4 Steel Tire Operation Rate (Daily)

Source: Wind, Compiled by Founder Cifco

III. Spread and Basis
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Chart 3-1 Domestic Rubber Trend

Source: Wind, Compiled by Founder Cifco

Chart 3-2 RU2009 and RU 2005

Source: SHFE, Compiled by Founder Cifco
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Chart 3-5 TSR 20 Basis Trend

Source: Wind, Compiled by Founder Cifco

IV. Broker Ranking- Active Contract

Chart 3-6 BR and Natural Rubber Spread

Source: Wind, Compiled by Founder Cifco
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Chart 4-1 Long Positions- Top 5 Brokers Chart 4-2 Short Positions- Top 5 Brokers
Source: Wind, Compiled by Founder Cifco Source: Wind, Compiled by Founder Cifco

Chart 4-3 Long Positions Ratio Chart 4-4 Short Positions Ratio

Source: Wind, Compiled by Founder Cifco Source: Wind, Compiled by Founder Cifco

V. Rubber Option Market

SHFE Rubber Option Transaction- Weekly
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Turnover |Change  |Positions Change  [Trading PCR |Positions PCR
Call 15416 4191 19212 735 - -
Put 5901 1235 6502 63 - -
Rubber Option 21317 5426 25714 798 38.28% 33.84%
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Chart 5-1 Volatility of SHFE Rubber
Source: Wind, Compiled by Founder Cifco
The current price is volatile around 10,000 and is hard to breach the line. Investors could consider selling

put option whose strike price is at the support (e.g. 9,500yuan).
VI. Related Equities

601118 China Hainan Rubber Industry Natural Rubber 7.72 5.30

600500 Sino-Chem International Natural Rubber, Chemicals -6.79 4.94
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Disclaimer:

All information contained in the report are public materials and is for your reference only. Research Institute of
Founder CIFCO Futures strives to be accurate and reliable yet it doesn’t guarantee the correctness and
completeness of the information contained within the report. The report doesn’t constitute to be investment
advice on buy or sell of any products mentioned in the report under any circumstances and it doesn’t take
account of special investment purposes, financial status and requirements of certain investors. The report shall
not be disseminated to others without prior consent from the Research Institute of Founder CIFCO Futures. Any
quotation, repost or other dissemination to third-party may be subject to legal obligation. Founder CIFCO
Futures doesn’t bear any loss resulted from conducting the report and we kindly remind investors of the possible

risks during trade. Copyright reserved by Founder CIFCO Futures.

Contact information:

International Business Dept.

Founder Cifco Futures Co., Ltd.

Tel: +86 10 85881336

Fax: +86 10 85881177

E-mail: gjywb@foundersc.com

Website: www.founderfu.com/en

22/F Taikang Financial Tower, Buildingl, 38# East 3rd Ring North Road, Chaoyang District, Beijing, P. R.
China 100026
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