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Does Target Price Policy Enhance Function of Soybean Futures Market?

Study Based on Difference-in-Differences Model
XU Jianling' > ZHOU Zhiyuan' CHU Yifei’ HU Xiaoming'

(1. School of Accounting Nanjing University of Finance and Economics Nanjing 210023 China;
2. Collaborative Innovation Center for Modern Grain Circulation and Safety Nanjing 210023  China,

3. Institute of Finance and Economics Shanghai University of Finance and Economics Shanghai 200433 China)

Abstract: By using difference-in-differences model this paper analyzes relevant indicators of soybean futures market to ex—
plore effect of target price policy on function of soybean futures market in China. The study shows that implementation of target
price policy makes market price of soybean futures drop in China the price of soybean futures is closing to spot price the price
difference between domestic and foreign soybean futures is reduced the price inversion is alleviated and the price guidance
function of futures market is realized. At the same time implementation of target market policy makes volatility of soybean fu—
tures market increase characteristics of high risk and high yield of futures market tend to be more pronounced and market effi—
ciency is improved. The turnover rate of soybean futures trading is increased the liquidity of futures contract trading is
strengthened and hedging futures market is improved. In this regard it is proposed that market-oriented reform of agricultural
product prices can help to guide market-based pricing of agricultural products and to improve price operation mechanism of agri—
cultural product futures market thereby to promote steady development of China’ s agricultural product futures market. So it’
s necessary to have further market-oriented reforms.

Key words: difference-in—differences model; target price policy; soybean; futures market; policy evaluation



