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Abstract

As one of the hedging tools, stock index futures are used by investors to avoid systematic risk
in spot market. However, in the second half of 2015, the stock market crash happened in China.
Stock index futures were regard as the important reason of this crash. Therefore, having a more
comprehensive and objective understanding of stock index futures in China is meaningful and

valuable to the stable and healthy development of China’s capital market.

This paper aims to help the stocks index futures perform the function of risk hedging and
market stabilization in the most efficient way. Using estimation models of hedge ratio to
investigate the hedging effectiveness of CSI 300 Index Future, SSE 50 Index Future and CSI
500 Index Future. We employ these three index futures as future position and representative
stock indices&ETFs as spot position. Then we develop OLS, ECM, EWMA and BGARCH
models to calculate the minimum-variance hedge ratio respectively. Besides, we analyze the
hedging effectiveness of index futures in hedging major stock indices&ETFs and also make
the comparison of each hedging. According to above analysis, this paper obtains four
conclusions. First, contracts of stock index futures in China can reduce the risk of the stock
market effectively. Second, SSE 50 Index Future and CSI 500 Index Future improve the
hedging effectiveness of SME Board Market and GEM Board Market in our empirical results.
Third, when using CSI1 300 Index Future to hedge, OLS model is the most efficient one in the
static models and rolling regression of ECM model is the best one in dynamic models. Fourth,
using ETFs to hedge is more meaningful and also have higher hedging effectiveness. Last but
not least, we also put forward some suggestions. It is the right time to launch the SME Board
index future, GEM Board index future and mini index futures to adapt to the development of

our financial market and realize good risk management.

Key Words: Stock Index Futures; Hedging; Minimum-Risk
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