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Abstract

At present, China has become the second petroleum consumption
market. The continuous upgrading petroleum price gives the Chinese
economic development huge press. Internationally, the petroleum deriva-
tive market, especially the petroleum future market has greater influence
to the forming of international petroleum price. The future prices before
or after the transaction day are always used as benchmark prices. These
reference benchmark prices are always come from variety petroleum future
prices which are traded in influential petroleum future market around the
world, but Asia still has no successful petroleum future market, this is a
very disadvantage to China and to other countries in Asia which have big
consumption of petroleum in recent years.

Since 1998, Chinese petroleum price system has been broken away
from the restriction of planned economy after the reforming, and been
fixed on the price of Singapore market, which is promulgated in Platts
quote system in America. But, as a monopoly industry, the petroleum
price still has countless ties from the government, and made the present
petroleum pricing system have many abuses. In order to cope with the
international petroleum price fluctuation, safeguard the Chinese petrole-
um market and steady development of national economy in long-term,
China eagerly need to develop and utilize her own petroleum derivative
market, and made the derivative price as the pricing benchmark in pe-

troleum trade in China and in Asia.
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Based on the considering upwards, taking the price fluctuation as
the kernel, the paper tries to grope for the function of discovering price,
stabilizing price, obviating price risk of petroleum financial derivative
market through the studying of price fluctuation in petroleum financial
derivative market. So, this book respectively studies the relationship of
price fluctuation in petroleum financial derivative market and the price in
petroleum spot market, the rule and risk management of price fluctuation
in financial derivative market, and puts forward the idea and blue print
of how to manage the risk of petroleum price fluctuation in China in the
last part of this paper, that blue print is to build the petroleum financial
derivative market in China, exerting its function as the pricing center in
petroleum transaction, and transfer the risk of price fluctuation in spot
market to the derivative market.

This book makes clear the purpose from the very beginning, and
firstly introduces the condition of the price fluctuation in petroleum spot
market, one of the important reasons which influence petroleum price
fluctuation is the speculation in petroleum future market, and the driving
reason of this condition is the world price forming system in which future
is the core. So, in the third chapter, adopting deducting method, utili-
zing the theory of anticipation value into petroleum future market and
spot market, this book studies the anticipation behavior in future and
other derivative market, and structure an anticipation conducting system
of petroleum price in future and other derivative market. Through this
conduct system, anticipation has not only very important influence to the
price in petroleum future and other derivative market but also to the price
in petroleum spot market. So, we can drive a series of policy suggestions
such as stabilizing the anticipation to stabilize price, fostering the rea-
sonable anticipation to stabilize the economy, etc.

In the fourth chapter “the study of petroleum future price fluctuation
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Abstract

through the nerve net”, the book adopts case studying method. After
scores of debugging time after time, the fluctuant rule of petroleum future
price has been founded, utilizing the rule, the petroleum future price
has been reasonably forecasted. Through the training of BP net, the rule
of the movement of petroleum price can be found in the long time. With
the rule to forecasting, the week dates are most accurate, as the day
dates’ fluctuation is comparatively small, so its forecasting is not as ac-
curate as week dates; for the month date, because it is relatively less,
which has only 196 group dates, so the forecasting is not as accurate as
week dates also. If enough dates can be given, it is believable that the
forecasting is as accurate as week dates, since its whole trend is as the
same as the week dates. The study also finds that the every-day fluctua-
tion of petroleum price isn’t the notable consequence of every-day fluctu-
ation of exchange rate.

The study of the rule of petroleum price fluctuation not only has a
very close correlation with the benefit of investors, but also has important
function to improve the reasonable anticipation of the market. As stated
before, if the study of petroleum future price fluctuation through the
nerve net can improve the more reasonable anticipation to come into be-
ing in the derivative market, it'll also has an important function to im-
prove the market efficiency, stabilize the petroleum price.

In the aspect of risk management in petroleum price fluctuation in
financial derivative market, the book studies from two sides, one is de-
rivative price fluctuation risk management by petroleum exchange; the
other is derivative price fluctuation risk management by petroleum corpo-
ration.

The price fluctuation risk management by petroleum exchange focu-
ses mainly on the design of future agreement. Adopted the case and

demonstration studying methods, the book designs an innovative fuel fu-
>
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ture arbitrage contract as an example to see the price fluctuation risk
control function of exchange in agreement design. As the linkage of fuel
future between NYMEX and SHFE, many people are trying to adopt the
traditional arbitrage method to gamble. But this kind of arbitrage method
involves two markets, two transactions, and a big capital investment, to-
gether with the unfamiliarity to the market abroad, the risk of arbitrage is
huge. Using history dates, the study finds the rule of the price difference
between two markets, and confirms some important parameters, such as
the reasonable contract multiplication, the bail, the rise and fall board,
etc. From the simulation through history income, we can see the contract
design is quite reasonable. The design of this contract not only gives a
risk hedging method of future contract, but also will be welcomed by the
hedger and speculator after market popularizing because of its lower val-
ue and convenience operation. But, from the angle of material transac-
tion, this contract design still needs to be tested and polished in actual
exercises.

The derivative price fluctuation risk management by petroleum cor-
poration is mainly about how the international big petroleum corporation
to use financial derivative methods to evade the risk of price fluctuation.
Since the financial derivative methods has two blades, the international
big petroleum corporation always make use of them selectively according
to their actual condition, and set down a very strict risk-control and su-
pervised mechanism aiming at the operation of derivative methods. With
case studying method, the paper introduces two pertinent petroleum cor-
porations on how to make use of derivative methods with OTC option and
swap to manage price fluctuation risk. On the operation risk manage-
ment, the book uses the event of China Aviation Oil Company as an ex-
ample to introduce the special area of petroleum price fluctuation risk
management of Chinese company.
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Finally, the book goes back to the actual situation in China, which
is the starting point of the paper-how to manage the drastic fluctuation
risk of oil price which is faced by China nowadays. A thorough market
reform still has not completed yet in China because of its special history
development and its own monopoly character in this industry, and the oil
pricing mechanism still exists many drawbacks, Foreign capital even
make use of the current market pricing mechanism in China to manipu-
lates the price in oil derivative markets jointly, Chinese petroleum secur-
ity is at high risk.

Solution needs the people to give out who puts forward the question,
in order to avert the risk of oil price fluctuations which is faced by China
nowadays, the most effective measure is to use more market-oriented
means to manage Chinese oil prices, that is, to establish our own finan-
cial petroleum derivatives markets system. The price system of petroleum
financial derivative market which this paper is going to build is such a
price forming system that it made the price of petroleum spot price and
petroleum financial derivative price to be linkage. It makes the petrole-
um financial derivative price fluctuation transmit to the petroleum spot
market in time and become the spot price’s benchmark price or reference
price; At the same time, through anticipated price conducting system in
the derivative market, the spot transaction price will be transmitted to
the derivative market through the bargainers’ reasonable anticipation in
petroleum financial derivative transaction market, and together with the
other social factors, forms the fluctuation of the price in financial deriva-
tive market, This reflects the true condition of supply and demand in fu-
ture spot market, and will truly exert the function of petroleum financial
derivative market of discovering price, stabilizing price and obviating
price fluctuation risk.

Finally, the book designs a strategic plan of price system in oil fi-
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nancial derivative market which aims to become the energy derivatives
trading center in Asia, to safeguard the security of Chinese interests as a
big oil consumer in long-term, to safeguard the country’s oil security. As
computer security, stability, high efficiency can be protected with the
cache, establishing our own financial derivatives markets will has a great
significance in managing the oil price fluctuation risks, improving the eco-
nomic performance’s stability and efficiency of China.

The creative work and its significance have been exposed in the cor-
responding section of the summary at the end of chapters and in the con-
clusions of Chapter VII, Here for a brief summary.

First, from the theme of the research, the thesis makes the oil price
fluctuation in financial derivatives markets as the theme of the research,
from the perspective of the financial derivative markets to study oil prices
problem. Although thesis studying on oil prices are numerous, but rele-
vant papers from this perspective haven’t been seen frequently.

Second, about the forecast of petroleum price undulation, speaking
of the author’s present research, through the BP network training, the
change rule of petroleum price may be discovered in quite long time, using
this rule to forecast petroleum price undulation, the nerve network forecast
not only could maximize the profits of the speculator and the hedger, but
also could form a more rational price anticipation in the future market,
and have a practical significance to promotes the social efficiency.

Third, about the influence of anticipates to the petroleum spot mar-
ket price as well as to the derivative market price. This paper applies the
value theory of anticipation in the petroleum derivative market and the
spot market, and structure the petroleum price conduction mechanism of
anticipation.

Fourth, in the aspect of risk control of the price undulation with ex-
change contract designing, this paper designs the arbitrage contract of
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Abstract

fuel future across two future markets. The contract not only may help the
hedger and the speculator to dodges the risk, also is the effective way to
control the market price undulation risk through the futures exchange.
Fifth, the book has constructed the developing goal of petroleum fu-
ture and other derivative markets of our country, as well as the concrete
feasible steps to achieved this goal, proposing the strategic design to take
into the China oil market as energy finance derivative market transaction

center in Asian.

Key Words: Financial Derivative Market Price Fluctuation Petro-

leum Future Petroleum Market
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