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[0The Singapore Exchange (SGX) is the
deserving winner of Energy Risk’s Exchange
of the Year, Asia, for answering an acute
energy market need ef cient real time
over-the-counter clearing. AsiaClear, estab-
lished by SGX in May 2006, is the only
Asian-based exchange-linked provider of
such services.

We saw a need for a risk management and
credit mitigation service that also brings in
more Asia-based trading counterparties, says
Benjamin Foo, head of AsiaClear and SGX
clearing and commodities.

And its steady volume growth suggests
that market participants have taken heed.
AsiaClear s clearing volumes grew by 250%
in the fourth quarter of 2006 and 239% the
following quarter. By mid-May 2007 it had
cleared more than US$1 billion worth of
OTC deals.

OTC clearing was a relatively new concept
in Asia when the service was introduced
and SGX launched intensive education and
marketing efforts to raise interest in the
bene ts of OTC clearing. Specialised fuel
oil hedging and clearing seminars were

conducted in Beijing,
Guangzhou, Shan-
dong and Shanghai
to train potential
customers on oil
price and counter-
party risk manage-
ment. About 400
participants attended
these seminars and

many started to trade and clear OTC energy
derivatives as a result.

AsiaClear offers 22 contracts in crude oil,
oil products and forward freight agreements.
Market participants ink a single agreement
to trade, clear and net their OTC posi-
tions via one of SGX s 16 clearing members.
OTC trades submitted and accepted by
AsiaClear are cleared in real-time without
needing to wait for approval by clearing
members or the exchange.

Market participants generally have a limited
number of counterparties but AsiaClear offers
them access to more than 100 counterparties,
cutting across investment banks to smaller
Asian traders.

Market participants have greeted the arrival
of AsiaClear very favourably. With Asia-
Clear we re seeing a lot of smaller players
who, prior to this, might have had trouble
trading with most parties, says Calvin Teng,
head of futures at TFS Energy Singapore, who
has used AsiaClear since its inception. It has
lowered the entry barrier for lots of players,
particularly those based in China, where some
might see them as high credit risk counter-
parties, he notes. Having a clearing service
for swaps does away with a lot of paperwork,
headaches and worries, he adds.

Its clearing members are able to accept
more players as the exchange has a risk
management system that uses margins to
manage the daily price volatility. Any gains
or losses on a customer s positions will
be settled and paid up-front daily into its
clearing accounts, and there is also interest
payable on the gains. This enables our
clearing members to accept a counterparty
that typically will not be accepted without
this margining system, says Foo.

He credits much of AsiaClear s success to its
close partnership with OTC voice brokers.

We have their support and participation
because we bring a complementary risk
management service that creates more coun-
terparties and business for OTC brokers, he
says. AsiaClear adds value to their business
because it helps bring in more trading partici-
pants for them to conduct their broking.
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