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Abstract

Thai agriculture sector faced with production and price risk and consequently
effected farmers’ income. Any tool if available to provide future price signal would
benefit farmers and stake holders for their production and marketing planing. This
research aims to identity futures trading potential of egg, hog and palm oil in the
Agricultural Futures Exchange of Thailand (AFET).

Secondary data were obtained from Department of Internal Trade, the Chicago
Mercantile Exchange, the Risk Management Exchange, the Central Japan Commodity
Exchange and the Bursa Malaysia 1996-2006. The study analyzed 5 key
characteristics pertaining to futures trading potential. These include 1) product
homogeneity proved as being standardizable 2) price variation as measured by
coefficient of variation 3) quantity of supply as compared to commodities being
traded 4) degree of market competition reflected by efficiency in price transmission
(using cointegration suggested by Engle and Granger) 5) government’s market
interventions.

The finding show that palm oil has highest potential in futures exchange due
to good price transmission between palm kernel and crude palm oil and crude oil to

refine oil. There are large number of buyers (oil processors). There is tendency to



draw Malaysian investors/speculators to involve. Though production of Thai oil palm
is much less than amount of Malaysia, the future production growth is expected as
government promotion strategy. Crude palm oil is recommended for futures trading as
it involves many parties who would be benefited from hedging.

As for hog, lean hog is recommended for futures trading due to its high price
variation. Lean hog can be standardized. Besides the market has not been intervened.
However, market structure of hog is party operated by contract farming.

Egg has no problem in grading and standardization. Its marketing system
characterizes an ordinary/open system. Price transmits rather efficiently. The
recommended its product appears to be grade 2 due to its highest share in total
production and its relatively high price variation. Value of total production of egg
(18,825 Million bath) is considerably small as compared to other commodities being
traded in AFET. However, trading contract without actual delivery as in Japan is
possible. This practice would be useful for hedging. |



