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The Effects of Futures Market on Welfare
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Abstract

The study aims to examine the effect of the agricultural futures exchange of Thailand (AFET) on
social welfare. It explores the effect of price which influences on the production. Prior to establishing the
agricultural futures exchange of Thailand. a producer utilizes the price in spot market to determine of
production level. With the emergence of the agricultural futures exchange of Thailand , the producer can
hedge against price volatility using futures price. In this study linear model of demand and supply prior
and AFET has been constructed to estimate the effect of AFET on welfare. Demand and supply was
constructed based on quarterly date of 1997-2006 that periods. The results showed that price elasticity of
producer was reduced after establishes of AFET. Consequently, supply line moves to the right side. With
the measure of changing the whole social welfare. it is also realized that producer surplus and consumer

surplus has been increased, hence increase social welfare.
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