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Study on the Function of China’s Commodity Futures
Markets as Saving Social Trial-and-error Cost

ZHU Guo-hua, YANG Mai-jun, CUI Bin-bin

(School of International Business Administration , Shanghai University
of Finance and Economics+ Shanghai 200433, China)

Abstract: With the development of market economy and the deepening un-
derstanding of the function of futures markets, this paper proposes that price
discovery is the basic function of futures markets and derives hedging. spec-
ulation, interest arbitrage and the savings on social trial-and-error cost from
price discovery. The test on the relationship between comprehensive index of
Nanhua commodity futures and PPI confirms the function of China’s com-
modity futures markets as saving social trial-and-error cost. In order to make
full use of this function, we should make a great effort to promote the build-
ing-up of futures markets.
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(E#% 67 B )and capital and financial account surplus since 2001, China at-
tracts the world’s attention and sparks a controversy. In the environment of
frequent international financial crises and wide fluctuations of cross-border
capital flow, the potential risk of abnormal surplus problem in China is very
worthy of our attention. The contribution of this paper is shown as follows:
first, on the basis of the data of stock markets in 27 countries, this paper
constructs and calculates risk preference index which reflects changes in in-
ternational investors’ sentiment; secondly, by introducing international in-
vestors’ sentiment and other factors into the analytical framework, this pa-
per makes an empirical study on the factors influencing the cross-border flow
of international funds in China, and provides corresponding policy recom-
mendation.
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