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ABSTRACT

An Optimal Hedge-Ratio Theoretical Study of
Stock-Index~Futures

Shin, On Myung*

In order to protect a negative change of the value of stock portfolios the
use of Stock-Index-Futures is essential in the Hedging-Strategy. At first
the estimation of the Hedge-Ratio, that means the ratio between the spot
position and the future position, is an important subject for the efficient
hedging.

For this reason, this paper has observed the theoretical study about each
optimal Hedge-Ratio. After this is described the following question can be
asked: Which relationship does each Hedge-Ratios have, based on various
opinions? The solution for this question is like this: If there are conditions
for the perfect Hedging, the results in optimal Hedge-Ratio-Methods are
extremly equal.

In the case of the inperfect hedging the results of these methods are
different because of various factors in optimal Hedge-Ratio-Forms. In this
situation the hedger must choose the Hedge-Ratio-Method for a rise of
Hedging-Effect that is similar to the Hedge-Target.

Keyword : Optimal Hedge-Ratio, Spot Position, Future Position,
Stock-Index-Futures
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