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Overview
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< Oo1& 2 (Delivery months)
< Example: S&P 500 index futures, 201010 & KRW/USD futures, 201012
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» KOSPI 200 index futures: March, June, September, and December
» Corn futures traded on CME: March, May, July, September, and December
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Overview
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Margins / MTM

O =1 2Margins)2 & ©
<o NSHHAS H =S0|aH A2 =AG 6| FlotA A2 HHNAZ 52 W XIstEE
QRIS E3 E2 UsSA

[ L e i I —

0 LU A (MTM; marking to market)

S dSHAHZFH 2dot=E=22 N2 HE AL SRS SH= HE0 E2/2E

Jul

O 3SH32Y EF
% JHAIZ 12 (initial margin)
> E A0 Het AIEO0 Ol XIoHH OF oft= =X
% 2 XEH2 (maintenance margin)
> SHZ LA 24 HESH 0422 RAIGHAHO ot 2N

% Z=I}&){3(variation margin)

> SNz SN0l RASH=s == 0lotz E0HA B2, =2 HEotE=S 7=
1 OH
o

> SN2 2§22 23 (Margin cal)0l 23 O|RHA

» SHS BN =S < > ELUHOHOH0I 2ot0 2 X &

Il
=




Margins / MTM
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o ZNEND: N2 MO0l SNEHIE 518151222 HAISHE 2502 Hel
& 9% 12 8T S&P 500 Xl & 22| J}2: 1,000 points
% H2SHS 1IHE 2= (Long) St B
Dates ngifs Daily P | Cmuatve Margin Margin Call
gﬁigi; 1,000 - - $15,000
912 1,010 +$1,000 +$1,000 $16,000
913 990 -$2,000 -$1,000 $14,000
9/4 960 -$3,000 -$4,000 $11,000
95 940 -$2,000 -$6,000 $9,000 $6,000
918 950 +$1,000 -$5,000 $16,000
9/9 880 -$7,000 -$12,000 $9,000 $6,000

Counterparty Default Risk
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Open Interest / Trading Volume
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< 01 Z M 23 (Open interest)
> S MHX] 01 Z M€ (outstanding) & 2 H 2k
> OF2! Ol Z2 MIE 0§ (long position) &= O = (short position) E X & 2| & H k<4
% J{efl & (Trading volume)
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» SSAEU A, B, CH AFE0l EM & 20094 98 2 &= JHE
Dates Transactions irggf:s : trgclilirrrllgljtfliz;e
9/1 A buys 100 contracts / B sells 100 contracts 100 100
9/2 A sells 50 contracts / C buys 50 contracts 150
9/3 B sells 100 contracts / C buys 100 contracts 250
9/4 A sells 50 contracts / B buys 50 contracts 300
9/5 A buys 100 contracts / C sells 100 contracts 400

Price Quotes

DAL200 F 200303 148,85 & 3.40 145,45 149,00 145,10 317,845 34,380
T AW 200 F 200306 143,95 & 3.25 147,80 150,00 146,30 55 2,063
AW 200 F 200309 160,45 - 0.55 150,65 150,65 150,45 z 138
DAL|200F 200912 143,80 - 0.25 145,05 143,80 146,05 z a11
T AL200 5P 0903-0906 1.35 a 1.35 1.25 1.40 1.25 B2 0
T AW 200 3P 0903-0309 1,80 - 1.80 1.80 1.80 1.60 ol 0
TAL200 3P 0903-0312 270 2,70 2,50 270 2,580 24 0
=3 F 200903 11,80 - 0.21 111,86 112,15 111,52 23,801 151,873,
W=7 F 200908 0.00 111,34 0.00 0.a0 0o 0 0
=7 5P 0903-0906 0.00 0.00 0.00 0.a0 0o 0 0
=7 F 2003903 0.00 113.00 0.00 0.a0 0o 0 0

0|==2 F 200301 1,366.00 « 300 1.373.80  1,384.00  1,354.60 2, 360 19,838
0|=E8 F 200302 1,366.00 « 3700 137400 1,38250  1,355.00 10,003 109,108°
0| =2 F 200903 1,37220 - 18.80  1,380.50 1,380,500  1,372.30 158 17610

** KRX 10




Price Quotes

CME S&P 50 Futures
FPit-Traded prices as of HMA160% 04:04 pm (cst)

MTH/ --- ZESSION --- PT EST ---- PRIOR DAY ----
STRIEE 0PEN HIGH Low LA3T SETT CHGE VOL SETT V0oL INT
MAROS 854,70 &56.00 826,50 549,30 545.60 +8.30 Z6K 839,30 44962 5141:22
JUHOS 845,50 852.80B 923,804 54z2.80E 544.90 +2.10 Lze 835.80 1768  llz00
SEPOS -——= 549,008 820,004 839.00E g41.10 +9.10 g32.00 &0 629

CME Eurodollar Futures

Pit-Traded prices as of 011609 ¢4:04 pm {cst)

HTH/ --- ZE33I0N --- T E&T ---- PRIOR DAY ----
STRIEE OPEN HIGH Lo LAST SETT CHGE VOL SETT ¥oL INT
TANDS A3.855 3. 8625 A3.655 95.8554 9. 682 THCH 1350 95.82 16267 129860
FEEOS Q98.935 Q8,935 958.90 Q.90 S95.905 +.035 2043 98.87 19461 35964
HMARDS 95.995 99.04E Q8.985 99,0054 29,00 +.085 11K 98.935 342097 283109

CME Euro Fx Futures

Pit-Traded prices as of #1/16/0% 0404 pm (cst)

MTH/ -—- SESSION --- T EST ---- PRIOE DAY ----
STREIEE OPEN HIGH Low LAST SETT CHGE WOL SETT oL INT
MAROD -——= 1.3310B 1.32154 1.3225EB 1.3216 +.0077 a4 1.3139 239360 126198
JUHOS —-_—— 1.3250B 1.31854 1. 32008 1.3192 +.0078 11 1.3114 3zae 1369
** CME 1

Futures Price vs. Spot Price

O d2Jt22 =& (Convergence)
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< SSOHEF L E2S01E 2 X0
% 212 (Futures price) > & 2J12 (Spot price) & &4 Al & (Contango)
% &2t (Futures price) <& 2 Jt21( Spot price) & = X Al & (Backwardation)
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Types of Traders and Orders

O HeH XS |
< 3 X (Hedger)
< S| XH(Speculator)
> ZEJ| Hell Xt (Scalper)
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< X2 A e XH(Arbitrageur)
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Futures vs. Forward

1) (Comparison)

&1 2 (Futures contract)

& = (Forward contract)
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Hedging Strategies Using Futures

Basic Concept
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Argument over Hedging
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Results of Hedging
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Results of Hedging
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Basis Risk
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Cross Hedging

O WXA X (cross hedging) & 2
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O 3 XIH| 2 (Hedge Ratio)
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Cross Hedging

O X X31X| HlE (Optimal Hedge Ratio)
¢ (Dog=opp=1FFAILIE =1
> AEN 2= =2 ZXAE0] 1000/, 82 & 10082 HH
% (2) og>o0p p=1 FMIHIE>1
> 28l === &= ZAE0] 1000/2tH =2 1000 &2 Hel

R (3)OS:0F,O<p<1 zAHUXEIE <1
> QI ==& &2 ZXE0l 1000/2tH, 82 & 100 015t= HeH
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4 Variance of portfolio values
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Cross Hedging

O ol Al
< 1HE =0 2008 2o HE HAZSE 0ot DX ofl= &2 Al
» ChSE0| B0l LHete MA2H 22 0|0t DAL &
price changes for one month
jet fuels heating oil futures _
0.029 0.021 | XHsIXHI=
o 0 h*=0.934 * (0.026/0.034) = 0.714
0.008 0.001 { = CME H4&® 82 HAH?= 42,0002 &
028 2 > M2H S 4=0.714 * (2,000,000 /
~0.010 —0.026| 42,000) = 33.99, then
~0.007 ~0.029
0.043 0.048
0.011 -0.006
S.D. 0.026 0.034
correl. 0.934

N BN, ERXE s ZXEC FI(+F)
N =h"—A gD
= QpE A2 1292 30|
F h"= 25 X2
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Dates Transaction Spot price F1 F2 P/L
Today Sell 0903 at $119.00 120.50 119.00
Mar, 2009 Close out 0903 + Sell 0906 118.00 118.00 117.00 +$1.00
Jun, 2009 Close out 0906 + Sell 0909 116.00 116.00 115.50 +$1.00
Sep, 2009 Close out 0909 + Sell 0912 102.50 102.50 101.00 +$13.00
Dec, 2009 Close out 0912 106.00 106.00 105.50 -$5.00
Total Change of oil price: $14.50, hedging gain: $10.00
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Hedging the Stock Portfolio

O Ol

% S&P 500 Xl== = 1,000

¢ BR EZEER9 IIX =US $5M, ZEZ2|2° HIEH=1.5

o 2L 0IXE =4%, HHES 28
» S&P 500 X +=& 22 0I|Jt AIZ222E 3HE A0, =2 1,0100/2t 1D IHE
v XSE S 1% 3% = X4 * US $250

> HEoHOFE A2 H 2 2 = 1.5 * (5,000,000 / 250,000) = 30 H
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Hedging the Stock Portfolio

O Case 1
@ 3IE = S&P 500 KXl=== 900, ol A =&=22| JIZA2 9010| Gll&atE &R
S MSEXENAS &2 (P/L)

>
S ZEZ229 JiX| B3l

> (ZEZ2|29 J|U42E - 0.04/4) = 1.5 * (-0.1 — 0.04/4)

> TEZ2|Q2 I =2 E =-15.50%

> TEZ2|22 I JtXl =5M * (1-0.1550) = $4,225,000
o = JIHIEXI: = ST OFXl CHY| < % = et A

O Case 2
% 3)E = S&P 500 Xl=== 1,100, olE K=& 22| JI2Z22 1,100| (&2 B
S d=2 ZXNENM &=

>
» TEZ2|Q9 JbXIH 35

> (ZEZ2|29 J|U42AE —-0.04/4) = 1.5 * (0.1 — 0.04/4)
> ZEZ2|Q9 U 42U E =14.50%

> TEEZ2|29 I JbXl =5M * (1+ 0.1450) = $5,725,000
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Hedging the Stock Portfolio

-
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> =, HIEE DSt 0|F2 =8 29480 =2 210/t &
> 0l 2R HIEIZRH LM5t= AIE IEC HAGte 2t
S I BRI FR HINHO ALY 2SS UG E I E2
O ZTEZ2222 HIEHE}
% X YIS 2 &3 X (full hedge)St 2R
> (BER ZEEZLQ+Hd2 ZX&)2 HIEt=0
> 2o ol &1
< Xl g2l 22 Xl (over- or under-hedge) &t 3 <
> (B8 ZEELQ+Hd28 ZXE)2 HIEH >0 0r <0
> 2o UM &== 50H2F OHE: @M EXIE HIE =
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