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Empirical research on hedging performance of China’ s
hard wheat and soybean futures market

Wang Jun, Zhang Zongcheng, Zhao Changxu
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Abstract In order to research hedging performance of China' s hard wheat and soybean futures market, this article will
make use o ordinary least squares, bivariate-vector autoregression, error correction mechanism and error correction
generalized autoregressive conditional heteroscedasticity four hedging models and measurement index to empirically re-
search the hedging ratio and performance o the two futures market. The results of research suggest the four-week’ s
best hedging ratio of hard wheat and soybeanfutures exceed those of week and two-weeks’ , which separately is 0. 28
and 0. 48, and the fourweek’ s performance of hard wheat and soybean futures separately is 10. 27 and 18. 85, which
exceed those of week and two-weeks’ . The hedging ratio and performance of China' s soybeanfutures market is supe-
rior to these of hard wheat futures market. From the four models, the hedging ratio and performance o ECM and EC-
GARCH excel those of OLS and B-VAR, out-of-sample’ s hedging performance is superior to inner-sample’ s. With car-
rying on remission of agricultural tax and other rural , agriculture and farmer policies, China’ s farm product futures mar-
ket will bring into play the better hedging function, and will play a more important role in our country economy.
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