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5- Future markets
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2- Calibrated objective function
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Table 1- Parameters needed to solve the basic model

e d o,

50 c Ve 7o

CEX TN 00005408 -91.988036 -0.350959 104826277 0.000318 -189289.7 1630405

Quality rice

suios sbaaisl, Lo
Source: Research findings

Fank Jio Ban &b jlade (s 5So68 & by pbie (ST 095
6 b STk ailately §) e alpd (LS oad Slas jlade
(G5 hy) Cand )3 00 )] Clnesgs (Bl 3905 (giludnnd
a2 b bl oyl salss oald lo el | ISl ol (W) Jao J>
oly yaowe du dS odgn oyl 4 B8 (Jo cpl o y0 &S cusls
15 liwe b byl > (BaSag gilopmeas (ST I5L sl
adye (sl & Lol Jguanms | i oo g 48,55 )15 156 cos
o adye G l3k 5 edd Sy il Baa bt lib
5 03555 Prmo (58 (das lulyd > (58 ol & Ll a8
4 39y9 3l et 38 QUSG5 el Sl B 29 00 1]
&S Cal p3Y 0,8 )18 56 cod il ol yo w50k 5 ST 5L

Ol ppolie oS 4y alei oo 1) 1y (VE) o )3 5L 380
Sippelp a0l Juo 45Ty (VF) Jao clgie V Jgi 5 0
N g ged o it 5k bl b (gilwand coa ST 5L,
an3e Mt ) Jde ol U 5 Jeols il

(VF) 0dlS” Jao o ol [aseiin ¥ i p3 oS 435SSlan
AL Bas g (Bly hwgie yolie @p Jyaxe
ol by 1) Joame ool (BSags JS 39 9 ol
Mk csloly 51 8 baulpd Jao ol e )ls @ im0 L5
Gl 03505 (g 5lwanss 1y 1

Sy pidg 51 ik s3lul ely Bua oy yiage 45 bl
39 iloly g3l JBlas b (g oo oo (SS9 Canid



IWAA Hle ) oylouds XY Al (o) yglisS druwgi g sbaidl &y pis Yo

Jools @l ¥ Jodo )5 bld gilwdnd 55 g duwloes +/+20Y
Jie Cgmple 3 1y (STHLL cssluslel 5l aw balps (iluans 5l

Sy S 2l iyl

B dagin)ge Sl 598 Jae 3 Ban @l plgie 4 ) (VA) dai
asliey Jlanl slad nia | S aS cal S 4 pi¥ pioead 2D

w5k Bl (g5l 51 Jols gl -Y Josa

(FW1 2oL, G52 y%U 0 4l Juo)
Table 2- The results of the simulation traditional market
(Basic Model of Positive Mathematical Programming)
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Table 3-The results of the simulation after the launch of the futures market
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Introduction: Agricultural products market in Iran is facing structural problems with non-competitive and
inefficient conditions for trade of agricultural products, which leads to high price fluctuations for these products.
Future markets as one of the risk sharing strategies would shift price risk to brokers and intermediaries. So,
future markets are considered as one of the best tools for reducing agricultural risk. Designing and implementing
future contracts is time-consuming and costly. Therefore, in order to succeed in setting up such contracts, it is
essential to pay attention to several main issues consisting selecting the correct commodity for exchange,
determining the optimal specification of the future contracts of agricultural products, and the way of decision
making and preferences of market participants.

Materials and Methods: Despite the precise design of future contracts, future markets may fail after
commencing due to lack of access for farmers, to use these tools. The purpose of this study is to predict future
market acceptance by rice farmers in Sari.

To achieve this goal, the positive Mathematical Programming Model (PMP) is used in the simulation of the
traditional and future market within the framework of the GAMS software. All required data were derived from
statistics provided by the Ministry of Agriculture and Statistical Center of Iran during 2000 to 2015. The
objective function of the model was a calibrated objective function which maximizes the actual quantities of
farmers' production. But it should be noted that in solving this model, it was assumed that when the future
market is launched the decision of the producers regarding the amount of production is not affected and only a
part of their product will be offered in the future market, rather than in the traditional market, with the aim of
reducing the price risk. Since this assumption does not validate in the actual operating conditions and it is
expected that the producers' decision-making process would also be affected after entering the futures market
and trading in this market.

Results and Discussion: The results of simulation of the traditional market showed that the real average of
the production, consumption, and net exports respectively were about 1.1663*10*®, 24074.390 and 1.4071*10%°
tone and the total profit of the producers of these products was about 3.7928*10*® million Rials..

Based on the results of simulation of future market, the real average of the production, Consumption and Net
exports equals about 1.4349*10*5, 26199.05 and 1.1729*10*° tone respectively and the total profit of the
producers of these products is about 3.7958*10*® million Rials. Thus it is expected that after commencing future
market for agricultural products, 44% of all rice farmers would sell their product using future contracts.

Therefore producers' decisions are not affected by the level of production and only a part of their product
would be offered in the future market instead of the traditional market with the aim of reducing the price risk. In
addition to comparing this market to the traditional market, the launch of the future market will increase the
production, consumption and net exports about 1.9, 8.8 and 5.6 percent respectively.

Conclusion: Due to the strategic condition of the rice product and the suitability of this product to enter the
future market, it should be noted that in the process of optimal design of future contracts, without paying
attention to all dimensions for launching the upcoming market, this market will not be successful. Therefore, in
this study determination of the amount of participation by rice farmers before launching a successful future
market for rice crops has been considered. The first stage were simulating conditions before the launch of the
future market, named traditional market conditions of rice, and the average real values of production,
consumption, net exports and total profit of the producers of this product were estimated in Sari city.
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Subsequently, with the goal of reducing the price risk, the conditions after launch of the future market were
simulated that represent about half of rice producers will be participanting in the upcoming market. Base on the
results of this study, it is suggested that the launch of futures markets and transfering process to the Agricultural

Commodity Exchange would need cultural and extension courses to understand the benefits of entering this
market.
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