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Abstract

This dissertation aims at discussing the welfare properties of future market for
agricultural products based on the assumptions that the expectation of suppliers and
demanders are simultaneous affected after future market is introduced. A single
equilibrium model of spot market in absence of future market and general equilibrium
model between spot and future markets in presence of future market are derived. By
utilizing nonlinear numerical technology, the two equilibriums and the welfare
properties of future markets are simulated.

The major conclusions are as follows:

In general equilibrium, future price is determined by sum of price elasticity of
demand and supply. After the future market is introduced, the spot price fluctuates
with different determinants, although its exterior mathematical formulation remains
unchanged.

After introducing the future market, there is an evidential welfare effect with
different characteristics according to different market parameters. The degree of
welfare effect is negatively correlated with basic consumption ratio and positively
correlated with price elasticity of demand. The welfare effect is more evidential in the
high risk market. The relationship between welfare effect and storage cost, and
between welfare effect and risk-averse of stockholder have structural characteristics.

There exists a general equilibrium between spot and future markets, but the
converging efficiency is reduced significantly. The equilibrium converges lower when
the spot market has higher cost and risk. Specially, it converges much lower in the
market with low risk-averse of stockholder.

The futures market does produce a volatile effect on its underlying market. But
it does not necessarily stabilize the spot market. In some case, it causes spot market
with high fluctuation.
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