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Master's Thesis from the year 2013 in the subject Business economics - Banking, Stock Exchanges,
Insurance, Accounting, grade: 1,7, University of Mannheim, language: English, abstract: The commodity
futures contract is an agreement to deliver a specific amount of commodity at a future time . There are
usually choices of deliverable grades, delivery locations and delivery dates. Hedging belongs to one of the
fundamental functions of futures market. Futures can be used to help producers and buyers protect
themselves from price risk arising from many factors. For instance, in crude oil commodities, price risk
occurs due to disrupted oil supply as a consequence of political issues, increasing of demand in emerging
markets, turnaround in energy policy from the fossil fuel to the solar and efficient energy, etc. By hedging
with futures, producers and users can set the prices they will receive or pay within a fixed range. A hedger
takes a short position if he/she sells futures contracts while owning the underlying commodity to be
delivered; a long position if he/she purchases futures contracts. The commonly known basis is defined as the
difference between the futures and spot prices, which is mostly time-varying and mean-reverting. Due to
such basis risk, a naïve hedging (equal and opposite) is unlikely to be effective. With the popularity of
commodity futures, how to determine and implement the optimal hedging strategy has become an important
issue in the field of risk management. Hedging strategies have been intensively studied since the 1960s. One
of the most popular approaches to hedging is to quantify risk as variance, known as minimum-variance (MV)
hedging. This hedging strategy is based on Markowitz portfolio theory, resting on the result that "a weighted
portfolio of two assets will have a variance lower than the weighted average variance of the two individual
assets, as long as the two assets are not perfectly and positively correlated." MV strategy is qui
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From reader reviews:

Joyce Johnson:

Do you have favorite book? In case you have, what is your favorite's book? Publication is very important
thing for us to find out everything in the world. Each publication has different aim or maybe goal; it means
that guide has different type. Some people really feel enjoy to spend their time to read a book. They are
really reading whatever they get because their hobby will be reading a book. Why not the person who don't
like reading through a book? Sometime, man feel need book once they found difficult problem as well as
exercise. Well, probably you will need this Hedging with Commodity Futures.

Nancy Jackson:

Have you spare time for just a day? What do you do when you have a lot more or little spare time? Sure, you
can choose the suitable activity to get spend your time. Any person spent all their spare time to take a stroll,
shopping, or went to the particular Mall. How about open or maybe read a book titled Hedging with
Commodity Futures? Maybe it is to be best activity for you. You recognize beside you can spend your time
with your favorite's book, you can wiser than before. Do you agree with it is opinion or you have different
opinion?

George Privette:

You can spend your free time to learn this book this guide. This Hedging with Commodity Futures is simple
to develop you can read it in the playground, in the beach, train along with soon. If you did not have much
space to bring the particular printed book, you can buy typically the e-book. It is make you much easier to
read it. You can save the actual book in your smart phone. Therefore there are a lot of benefits that you will
get when one buys this book.

Cheri Adamo:

Do you like reading a book? Confuse to looking for your best book? Or your book was rare? Why so many
question for the book? But almost any people feel that they enjoy to get reading. Some people likes studying,
not only science book but also novel and Hedging with Commodity Futures or others sources were given
understanding for you. After you know how the truly great a book, you feel desire to read more and more.
Science guide was created for teacher as well as students especially. Those guides are helping them to
include their knowledge. In different case, beside science book, any other book likes Hedging with
Commodity Futures to make your spare time more colorful. Many types of book like this.
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