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ABSTRACT

Futures market appeared in the textbook after the 1980°s. It is clas-
sical because the futures market is based on balanced price theory. Itis a
new study, because only several summarized economic theories can’t ac-
ocount for the rapid development of derivatives, and can’t adapt to the
need of rapid development of the subject, therefore, new ideas are needed
to be brought forth. It was the reflection of the objective demand that
Nobel Prize was awarded to Morton and Scholes in 1997. To adapt to the
demand of development, actual operations are innumerable in this book.
But the research on futures markets theoretically and strategically was lit-
tle. The study is new in this field.

Now, China is accelerating its structural reforms. The attempt at
futures markets in China is an important part. I want to make an overall
study of futures markets in China theoretically and strategically. The arti-
cle includes establishing national main property, accomplishing economy of
scale, internationalizing economy, agriculture development strategy,
etc., which are relative to futures markets. According to those, the rela-
tionship between futures markets and the development of economy are dis-
cussed. In respect of the competition in finance, the author puts forward a
“Three Competition” theory, which is competition in primary resources,

the competition in products markets, the competition in finance between
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nations and countries, with the process of industrialization. In next centu-
ry, the competition in advanced finance i.e. derivatives will develop a
new competitive field. Now, many opinions of the theory have already
been proved by monetary crisis in Southeast Asia countries.

Futures markets are called “the essence of the free market econ-
omy” by many scholars in western countries. It is the article that
first systemically discusses what role it will make in our market e-
conomy. The author believes that the center of market economy is
market-oriented economy mechanism, the essence of which is supply
and demand principles i. e. supply and demand forms price, and
price automatically adjusts supply and feedback spot price. Futures
markets can form price and feedback spot price and future price in-
formation. Therefore, it is the core of our market economy struc-
ture. A true market economy can’t be established without a perfect
future market.

The relations between spot price and future price, forward price
boost and inflation are theoretical and practical problems imperative
to be answered. The author, combining practice with theory, draws
a conclusion that futures markets and spot markets are two sides of
an integral market. The two sides interact, which forms an integral
market mechanism. It is the author that first states their unity from
the defect and complement in function. Meanwhile the author makes
a detailed study of the defect in the actual delivery, and finds out the
reason that the complement of futures markets in function in china is
not apparent. Standardization has not been realized in agricultural
products futures markets. Moreover an integral market including fu-

tures markets and spot markets has not been made up. The basic
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reason is that futures markets have not made delivery free, ex-
changes still follow the methods within the planned economy to
check the delivery position. According to that, the author believes
that future price boots is only the reflection and the result of infla-
tion; not the reason. Before futures markets appeared, price also in-
creased and even increased heavily.

It is still a topic that has not been touched to summarize the ap-
pearance and the laws of agricultural products futures markets in
China. First, a positive analysis is made on economical and theoreti-
cal background, direct cause and the development, the author thinks
that the appearance of agricultural products futures markets, except
that has something in common with the Chicago board of trade, has
its peculiarity and unique background determined by the peculiarity
of itself, the peculiarity of reforms. Therefore, the development of
futures markets is inevitable to take on its transitional characteristics
such as unusual speed, apparent price fluctuation, etc. According to
that, the author concludes that the appearance and the development
of futures markets in China is based on aggregative style, different
from that of other countries during the transition of the social struc-
ture. The potential reasons are that commodity economy is not
flourishing, there are some difficulties in test case, and the test case
has its peculiarity during the transition.

The research on administration of markets and the process of
laws is a significantly theoretical and practical problem. The author
first divides world futures markets into different styles according to
theory styles, defines to different styles, make a study of the super-

visory styles and the process of laws home and abroad. According to
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the installation of the institution in change, gradation of administra-
tion, the condition of self-regulation, the methods of administra-
tion, three administration styles are divided into. The first one is
represented by the U.S., the characteristic of which is three grada-
tion supervision, self-regulation. The second one is represented by
Japan, the characteristic of which is “administration by govern-
ment”. The third one is represented by England, the characteristic
of which is administrated by securities and futures. The supervision
of futures markets in China is a transitional style. It is alterable,
and is being transited from administration to standard regulation.
Self-regulation is being constructed. China is an inland country, and
all kinds of his mechanism are being shunted. Many problems we
encountered in the process of establishing futures markets were un-
predictable. It must spend such a long time exposing the contradic-
tion, so it is infeasible to enact laws right now. But rules has their
characteristics, they can be modified easily. In order to make fu-
tures markets mature, I want to study it through comparative way
from a new point of view.

How are futures markets in China? Many researches have been
made on it. In order to discover deep problems in China futures mar-
kets, I want to make a study of comparing to both futures market
contracts, trade, delivery rules and metal market, international
market mechanism. Delivery rules are unreasonable, that is why fu-
tures markets in China are not perfect. The devise of contract must
be the breed’ s representative standard, and make all commodities
trade by premium and agio system, not only a commodity. In trad-

ing rules, exchange system must be turned into membership system.
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Competitive price method, raising and falling limit, position limit
and trading code system must be modified, adapting to the interna-
tional routine. Delivery must be opened.

Speculation is a common phenomenon, and it is also a funda-
mental theoretical problem. The author has made an overall study of
its definition, function and the relation with rich family operation.
The author thinks that speculation is a hazardous investment, which
makes use of the price fluctuation. If speculation is regulated effec-
tively, it can weaken seasonal, regional price fluctuation and reduce
the range of price fluctuation. The price comes into being then.

In the last section, through analyzing “327 ” national debt
event, the author puts forward a new idea on how to regulate fu-
tures markets. In the end, the author thinks that the problems ex-
isting in futures markets can be summarized as follows, i. e., the
relation between international routine and the situation of China,
standard and development, the generalization in futures markets and
self cycle, high cost and low cost, rich family and disperse family,
big breed and small breed, membership and exchange profit system,
futures company centralization and competition, supervision and
self-regulation, administrative intervention and legal system con-
struction. In the 21st century, many changes will take place in the
international economy. The center of world economy growth will
turn to Asia, and Asia will be the center of finance and trade. The
next century will be futures markets’ era. According to the ten rela-
tions mentioned above, futures markets in China must be adjusted

strategically .
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