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A historic milestone of the Asian derivatives market 

On 2nd November 2023, during the 17th China International Oils and Oilseeds Conference, Bursa 

Malaysia Derivatives and Dalian Commodity Exchange have officially signed an agreement for the 

licensing of Soybean Oil Futures settlement price. This collaboration marks the first time in the 

Chinese futures market that an Asian exchange is authorized to directly use Chinese commodity 

futures delivery settlement prices for new product development. It also represents the first instance 

in the Malaysian futures market of using overseas commodity futures prices as the reference for cash 

settlement. 

Under the agreement, DCE has authorised BMD to use the settlement price of DCE Soybean Oil 

Futures as the basis to calculate the cash settlement price of its upcoming new product, FSOY. With 

that, the underlying asset of the FSOY contract will mirror that of the DCE Soybean Oil Futures. The 

product is targeted to be launched by Bursa Malaysia on 18th March 2024. 

 

Long-term partnership started with palm oil in 2007 

DCE stated that since signing a memorandum of understanding with BMD’s parent company, Bursa 

Malaysia, in 2006, the cooperation between DCE and BMD has continued to expand. In October 

2007, palm oil futures were listed on the Dalian Commodity Exchange. 

Palm oil is one of the major vegetable oils in the world. Malaysia is a major producer and exporter of 

palm oil, while China is a major importer and consumer. With the inclusion of DCE RBD palm olein 

futures in 2007, both exchanges have benefited from this collaboration. DCE continues to attract the 

participation of its physical traders, and BMD has seen a gradual increase in its volume since 2007. 

       

                 DCE RBD Palm Olein Futures  Source:barchart   BMD Crude Palm Oil       Source:Tradingview 

 

Win-win through palm oil collaboration 

Although China dominates the international palm oil consumer market, it is significantly influenced 

by Malaysia in determining the price of palm oil. For Malaysia, RBD palm olein futures listed on the 

DCE further promote trade and commerce between China and Malaysia, extending the influence of 

the BMD in key sales areas across Asia. For China, DCE RBD palm olein futures serve the function of 



Market Insights 
 

  WEIPEDIA 
 

hedging and strengthen the ability of domestic enterprises and individuals to mitigate market 

fluctuations and uncertainties. In some sense, this enhances China's ability to elevate its position in 

the international palm oil trade. 

RBD stands for refined, bleached, and deodorized palm olein, DCE RBD palm olein is commonly used 

in cooking oils, margarine, and various food products. Whereas BMD crude palm oil is the 

unprocessed, raw form of palm oil extracted directly from the fruit of the oil palm tree. Crude oil is 

commonly used for various industrial purposes. Though both contracts are not identical, they are 

very closely related, meaning they are unlikely to deviate too much from each other, and the pricing 

should be in tandem.  

      

              DCE RBD Palm Olein Futures   Source:barchart   BMD Crude Palm Oil     Source:Tradingview 

The attributes of such inter-market listing increase liquidity, provide arbitrage opportunities, enhance 

market efficiency, offer global access, facilitate risk management, and all of these contribute to price 

discovery, especially benefiting physical traders and end consumers. 

 

China's determination to open up 

In recent years, China has shown a strong commitment to opening up its trades and markets, as 

evidenced by its price behavior, depicted in the following chart, and its liberation of the Yuan since 

2010. This was achieved through the relaxation of restrictions on currency conversion, enabling the 

yuan to float more freely in the foreign exchange market, and broadening its usage in international 

transactions. It is my understanding that this initiative has been in development for over a decade, 

initially aimed at fostering a fair exchange of currencies to create a level playing field between buyers 

and sellers. Over time, the focus has transitioned to enhancing trades and markets. 

              

Dollar / Yuan 
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By allowing the Yuan to float more freely in the foreign exchange market, its value can better reflect 

market fundamentals, potentially leading to more balanced trade relationships between China and 

its trading partners. As China potential becoming the largest economy of the world, trading partners 

will benefit from this growth.  

 

Soybean oil and duplicating crude palm oil success in crude palm oil 

Soybeans are a crucial part of the global food chain, particularly as a source of protein in the 

production of hogs and poultry. Soybean oil is one of the world’s major edible oil products, and 

soybean oil futures were the first oil futures listed by DCE, with market functions being fully realized 

since 2006. DCE’s soybean oil futures have been widely utilized by industrial enterprises. Currently, 

soybean oil crushing by oils and oilseeds companies participating in DCE accounts for over 90% of the 

national total. 

 

Since the trade war started in 2018, security concerns have been escalating on all fronts, including 

food security. China has the largest domestic consumption of soybean oil, followed by the United 

States, Brazil, and India. China is also the largest producer of soybean oil, followed by the United 

States, Brazil, and Argentina. With the trade war with the United States far from over, China has been 

building bridges with trading partners, especially regarding food security.  

 

The perfect marriage of DCE and BMD with Soy Oil 

Building on the success of the BMD crude palm oil futures and DCE RBD palm olein futures from 

2007 until today, both exchanges are joining forces to collaborate on another commodity, enhancing 

price discovery and stability in the marketplace. It is exciting to witness the outcome, a win-win-win 

for all stakeholders; between countries, between exchanges and between producers and consumers. 

As China continues to measure and pace its opening, DCE has actively promoted institutional 

opening-up to the outside world.  A spokesperson of Dalian Commodity Exchange said, “Since the 

signing of the memorandum of understanding with Bursa Malaysia Berhad (the holding company of 
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Bursa Malaysia Derivatives) in 2006, the collaboration between DCE and Bursa Malaysia Derivatives 

has grown from strength-to-strength. In recent years, DCE has been proactively and systematically 

moving towards internationalisation under the guidance of the China Securities Regulatory 

Commission. The cooperation with BMD marks a pivotal opportunity for both exchanges to share 

business practices and innovative ideas, thereby enhancing the connectivity of both our markets. 

Through this cooperation, we aim to better serve the international oil and fats industry, facilitate 

bilateral trade, and contribute collectively to the 'Belt and Road' Initiative to achieve mutual benefit 

and success.” 

 

Datuk Muhamad Umar Swift, Chairman of Bursa Malaysia Derivatives and Chief Executive Officer of 

Bursa Malaysia Berhad said, “As the leading commodity derivatives marketplace in ASEAN, Bursa 

Malaysia Derivatives continually develops products to help market participants navigate the 

complexities of international markets and discover trading opportunities. Through this cooperation, 

we are proud to offer an innovative solution that simplifies market access and empowers industry 

players to effectively manage cross-market risks.”  

 

Source: Bursa Malaysia 
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This document does not constitute an offer or solicitation to buy or sell any investment product(s). It does not take into 

account the specific investment objectives, financial situation or particular needs of any person. Investors should seek 

advice from a financial adviser before investing in any investment products or adopting any investment strategies. In the 

event that the investor chooses not to seek advice from a financial adviser, he/she should consider whether the product in 

question is suitable for him/her. The investment product(s) discussed herein are subject to significant investment risks, 

including the possible loss of the principal amount invested. Any examples provided are for illustrative purposes only. Past 

performance of investment products is not necessarily a guide to future performance. Weipedia and its affiliates may deal 

in investment products in the usual course of their business, and may at any given time be on the opposite side of trades by 

investors and market participants. Any statements or information expressed by other organisations are of the respective 

authors. Weipedia and its affiliates make no warranty as to the accuracy, completeness, merchantability or fitness for any 

purpose, of the information contained in this document or as to the results obtained by any person from the use of any 

information or investment product(s) mentioned in this document. Weipedia undertakes no responsibility to update this 

document. Weipedia reserves the right to make changes to this document from time to time. In no event shall this 

document, its contents, or any change, omission or error in this document form the basis for any claim, demand or cause of 

action against Weipedia and/or any of its affiliates and Weipedia and/or its affiliates expressly disclaim liability for the 

same. This document is being made available to only certain qualified recipients. In the event that this document or any 

part thereof is recirculated, transmitted or otherwise distributed in any format to any other person by a recipient, such 

recipient will have the full responsibility to ensure that such recirculation, transmission or distribution complies with all 

applicable laws, rules, regulations and directives in all the relevant jurisdictions. Weipedia and its affiliates hereby disclaim 

all responsibility and liability arising in connection with such recirculation, transmission or distribution. 
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