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Abstract

Using financial derivative to manage risk
usually deals with one risk factor due to the
complexity of calculating the optimal hedge
ratio. This study shows how to calculate the
optimal hedge ratio to manage two market risks

simultaneously. The study illustrates by the case

study of Thai rice pledging scheme during 1997-
2013. The results show that the derivatives can be
used effectively to mitigate loss. If the pledging
price is set at 1.5 times of the spot price, however,
the hedging cost will be as high as 30% of the
pledging price.

Keywords: Risk Management, Financial Derivative, Rice Pledging Scheme
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2545/46 2546/47 2547/48 2548/49 2549/50 2550/61 2551/562

Var(AS) 3,452.13 | 11,632.04 | 28,325.15 | 8,252.34 | 9,761.79 8,044.32 | 86,682.07
Var(AFX) 3,671.31 | 11,625.46 | 27,641.27 | 8,359.22 | 8,233.46 8,345.19 | 90,123.41
Var(AFAX') 0.02 0.07 0.31 0.04 0.15 0.09 1.27
Cov(AS, dFX) 3,453.67 | 11,356.40 | 27,419.36 | 8,094.93 | 8,481.34 8,039.37 | 86,582.30
Cov(AS, AFAX') -1.51 -10.89 -1.04 -0.69 3.54 1.60 44.43
Cov(AFX, AFAX') -1.85 -11.03 -1.18 -0.59 2.55 2.83 45.55
IB 0.97 0.98 0.99 0.97 1.03 0.97 0.96

o 13.90 -0.45 0.45 -3.32 5.77 -12.40 0.556
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