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Price Deter mination of Sock Index Futures

YU Z-niu* ,GU Xiao-jing’
(1.Beijing of fice, GraimQil Institute of Science Technology of Hainan, Beijing,100086;
2. University of Paris Pantheon-Sorbonne, Paris,75013)

Abstract Price theory is the core of microeconomics. In the complete market economy ,demand and
supply are the two powers that decide the price. Stock index futures are futures based on the overall
changes of the sample stocks. The special mechanism of selling short decides the key to the price deter-
minism of futures market is how to understand the relationship between supply and demand of futures
contract. The author regards hedgers act as the supply part in futures market ,the amount of whose sup-
ply is decided by the cost of the hedge. Speculators and arbitragers both are the demand partsin futures
market purely ,the amount of whose demand is decided by risk premium. The equilibrium price of thefu-
tures market is decided by the balance point of supply and demand.

Key words stock index futures; cost of hedge; term risk premium; equilibrium price; the balance
point between supply and demand



