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WHAT IS CONTRACT SETTLEMENT?
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It is a settlement method where a futures contract can be settled in
cash or physical delivery of the underlying asset at the expiration.
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Cash Settlement Physical Delivery
A process where contracts are Refers to upon expiration of a
settled for the monetary futures contact, the seller must
value of a position, which deliver the underlying asset
decreases transaction costs to the buyer, who must then
and improves market liquidity. pay the agreed-upon price and

take possession of it
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Sources: Investopedia, CME Group
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CASH SETTLEMENT o

v
4 R

ADVANTAGES

Enhances Market Participation

Reduce logistical barriers, increase
market participation and liquidity.

Simplifies Risk Management

Focus on asset price movements,
enabling direct hedging strategies.

Mitigates Delivery Risks

Eliminates the need to handle physical
delivery processes such as storage,
transportation, or inspection of physical
goods, largely avoiding transaction
dispute.
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EXAMPLE
Futures Contracts
with Cash Settlement

E-mini Dow Jones Futures

E-mini Nasdaqg-100 Futures

FTSE Bursa Malaysia KLCI Futures

FTSE China A50 Futures

Hang Seng Index Futures

MSCI Singapore Free Index

Micro Ether Futures
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Source: TradingBrokers



>§ HongLeong Investment Bank

HL @ Futures

PHYSICAL DELIVERY
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ADVANTAGES

Direct Asset Ownership

Buyers obtain the actual asset,
following physical delivery transactions.

Long-Term Hedging

Physical delivery enables producers and
consumers to align their long-term
operational needs with their financial
hedging positions.

Market Integration

The linkage between the futures market
and the spot market is more
transparent, reducing potential
discrepancies between derivative prices

and actual commodity values.
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Futures Contracts with

EXAMPLE

Physical Delivery

Gold Futures

Sliver Futures

Copper Futures

Crude Palm Qil Futures

Soybean Futures

Corn Futures

WTI Crude Qil Futures
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Source: TradingBrokers
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Mezzanine Floor, Block B, Plaza Zurich,
No. 12, Jalan Gelenggang, Bukit Damansara,
50490 Kuala Lumpur
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+603-2080 8678
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helpdeskfutures@hlib.hongleong.com.my

Disclaimer:
The information contained herein is subject to change from time to time. You are advised to read and understand the applicable

terms and conditions. The information contained herein is intended for your general information only and should not be relied on for
investment purposes or taken as advice. You are advised to make your own independent evaluation of the information provided and
obtain independent financial, legal or other advice before making any investment decision. Nothing in this document or the
information provided constitutes or forms any part of any advice, offer, inducement, solicitation or invitation to buy or subscribe for
any services or securities on Hong Leong Investment Bank Berhad's part. This content has not been reviewed by the Securities

Commission Malaysia.



