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Fig. 1 The context of calculating the scale of fiscal subsidies for corn“insurance + futures” mode
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Fig. 2 OTC replication option structure (¢ =0 insurance purchased on trading day)
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Table 1 Sample descriptive statistics of corn futures price index
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Table 2 The specific period corresponding to the corn®insurance + futures” program
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JTH 2016 - 10 -31—2017 - 03 - 10 JF4:4 2016 - 07 —01—2016 - 08 - 31
2017 . fK A 2017 -07 -03—2018 -03 - 09,
T 2018 - 10 -31—2019 - 03 - 12 F6:4] 2018 - 07 —02—2018 - 08 - 31

P 2017 - 10 -31—2018 - 03 - 09  FF4: 4] 2017 - 07 - 03—2017 - 08 - 31
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Table 2 Continues
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LS RENE ]

A6V2P1

2016 {1 2016 —07 —01—2017 —02 — 07 144 2016 — 10 —31—2017 - 02 —07 JF-O: 1 2016 — 07 —01—2016 —07 —29
2017 A& HH 2017 —07 —03—2018 —01 —30 FH#r1 2017 — 10 —31—2018 —01 - 30 . FF-G:1§ 2017 - 07 -03—2017 - 07 -31
2018 . {f:Far ] 2018 — 07 —02—2019 —01 —31 14l 2018 — 10 —31—2019 —01 —31 Ff-£:4 2018 —07 —02—2018 —07 —31

A6V1P2

2016 - B 2016 —07 —-01—2017 - 03 - 10 . i{#r# 2016 — 11 -31—2017 - 03 - 10 JF6:4# 2016 - 07 —01—2016 - 08 - 31
2017 B3] 2017 =07 - 03—2018 -03 —09 3141 2017 — 11 -=30—2018 - 03 - 09 JF4:4] 2017 - 07 - 03—2017 - 08 - 31
2018 . B3] 2018 — 07 —02—2019 - 03 - 12 {141 2018 — 11 —-30—2019 - 03 - 12 F-6:4#] 2018 - 07 —02—2018 - 08 - 31

A6V1P1

2016 A1 2016 —07 —01—2017 =02 — 07 1441 2016 — 11 —31—2017 - 02 —07 JF-O: 4 2016 — 07 —01—2016 —07 —29
2017 A HH 2017 - 07 —03—2018 —01 —30 141 2017 — 11 —30—2018 —01 - 30 . F-G:1§ 2017 —07 —-03—2017 - 07 -31
2018 . £ 2018 —07 —02—2019 =01 —31 1414 2018 =11 —30—2019 —01 =31 FF-G: 4 2018 —07 —02—2018 —07 - 31

3.2 LIE4R

MR (2) 15 3 AR A 1) F RT3 sk
SR, G55 WA 3. ki A kg LA Sk gk g2
XHEBARAU GRS 4T EE 2016 4F—2018 445411
K e R e B e 4 S L U0 oA A R AT B
(FRTFRIEALNE) . 5003 1 2 Kyle fAIE

HRAE(3) ~(6) 155 W=0.25%F10.5%
TR AN L BN, | PEDLIE 3. & 3 @R, W =
0.25%I, 4 H s BN 22. 66 J7 T, i as
o E A 11.74 TF. W =0.5%, 4 H i
BHANE A 45,32 7 F, G 1ok o A
23.48 T F. PIF TR 45 1 22 R k. WAk, X Fh
BN AT R T B wpk R A .

A (10) ~L(15) HHEBRITFC NG

— A5 HINAE R BRI T { Put, |0, » ILIET 4 FI
Bl 5. aTRLAEH JFEHO8 1A H A2 A4S A i aifr
PARZEA R ABLRE I Oy 4 A H A6 A4S H Kt
WM TAAM2 ASARST, 2R S A0 221802 b
B,

F3 mEIEEBSHMAT
Table 3 Parameter estimation of liquidity model
: B M+ A + ® + RZ
el 0.4737 0.008 6 0.003 0
IES3 A ' ' ' 0.620
(sig.0.000) | (sig.0.000) | (sig.0.000)
4 u AT ¢ R
A 51 0.3958 0.008 2 0.002 4
Sy : ' ' 0.580
(sig.0.000) | (sig.0.000) | (sig.0.000)
i B M A ) R?
HRER it 0.4215 0.008 5 0.002 7
XHESME | ' ' 0.609
(sig.0.000) | (sig.0.000) | (sig.0.000)

3 ERMGTIHRREE(LEFER LRAKFSHA0.25F00.5,7F)

Fig. 3 Maximum capacity of the corn futures market ( the upper limits for the left and right figures are 0.25 and 0.5, in 10 000 hands)
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B4 SREBHEF(FEHA2AA,7T1)

Fig. 4 Time series of pure premium (open position period with 2 months, Yuan/t)

BS #REMF(FEHA14NA PL,TN)
Fig. 5 Time sequence of pure premiums (P1, Yuan/t)

MAIE(16) ~N(18) 155 745 Delta 67 RFLH IR H BIRE, HBhBOR. 76 F 6
X PRI O, UL 6 ~ [ 7.2016 4E—2018 4Ff) M, Delta {ELTR# 1 1E 1) Ik 191 9% , B3 R 18 5 [
W 1D, o TEITE HEHF GBS 450, Delta {HIHTF. 3£ 2 FhHAR 6 FhJ7 S0 np
HATEPRAS. LTI, Delta (HEACH U8, BT SRS AAV2P2 L A6 V2P2 ARASZE L, fE LA T
AT H s RS, HEA IS, Delta 1] JEIR.

E6 RIEH4NBHEEASR Dela BRF(HHE2 MB. FEH24A)

Fig. 6 Time series of daily portfolio Delta for a 4 months insurance term ( pricing period with 2 months, open position period with 2 months)
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B7 REH6AAMNESHAS Delta BRF (IHAE2 MR FEH2IMA)

Fig. 7 Time series of daily portfolio Delta for a 6 months insurance term ( pricing period with 2 months, open position period with 2 months)

MRIEF(19) ~2(22) I TR
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Table 5 Results of gross premiums per unit and gross premiums under different scenarios

PN B TR (JT/t) Ay | A6V2P2 | A6V2P1 | A6VIP2 | A6VIPI | A4V2P2 | A4V2P1 | A4VIP2 | A4VIP1
2016 | 54.66 55.62 59.48 60. 54 43.42 44.19 49.06 49.93
15 1. K P W=0.25% | 2017 | 36.31 36.11 39.76 39.55 29.14 28.98 33.39 33.21
2018 | 27.51 27.14 30.35 29.94 22.57 22.26 25.74 25.39
2016 | 54.66 55.62 59.48 60. 54 43.42 44.19 49.06 49.93
52 KM W=0.5% | 2017 | 36.31 36.11 39.76 39.55 29.14 28.98 33.39 33.21
2018 | 27.51 27.14 30.35 29.94 22.57 22.26 25.74 25.39
2016 | 26.85 27.32 30.86 31.41 17.05 17.35 21.43 21.81
153 KN -5% . W=0.25%] 2017 11.16 11.10 13.46 13.39 6.00 5.97 8.41 8.36
2018 5.25 5.18 6.68 6.59 2.44 2.41 3.66 3.61
2016 | 26.85 27.32 30.86 31.41 17.05 17.35 21.43 21.81
4. KN -5% . W=0.5% | 2017 11.16 11.10 13.46 13.39 6.00 5.97 8.41 8.36
2018 5.25 5.18 6.68 6.59 2.44 2.41 3.66 3.61
BRI EA (f2T0) Sy | A6V2P2 | A6V2P1 | A6VIP2 | A6VIPI | A4V2P2 | A4V2Pl | A4VIP2 | A4VIP1
2016 6.37 5.09 7.40 5.57 3.24 2.45 3.85 3.03
15 1K NFA4 W=0.25% | 2017 4.63 4.37 5.41 5.10 2.46 2.12 3.23 2.88
2018 2.55 2.66 2.77 3.00 4.03 3.13 4.77 3.83
2016 12.75 10.18 14.79 11.14 6.48 4.90 7.71 6.06
T2 K P W=0.5% | 2017 9.26 8.74 10.82 10.19 4.91 4.24 6.46 5.76
2018 5.11 5.33 5.54 5.99 8.06 6.26 9.53 7.67
2016 3.91 3.30 4.66 3.98 1.75 1.16 2.09 1.48
153 KN -5% . W=0.25%] 2017 2.49 2.48 2.99 3.02 1.70 1.23 1.85 1.68
2018 2.14 2.61 2.76 3.08 2.77 1.64 3.31 1.99
2016 7.82 6.59 9.32 7.96 3.49 2.33 4.18 2.96
4. KN -5% . W=0.5% | 2017 4.98 4.96 5.97 6.05 3.40 2.47 3.70 3.36
2018 4.29 5.22 5.53 6.16 5.53 3.28 6.62 3.98
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Is the “insurance + futures” mode suitable for large-scale fiscal subsidies?

YU Fang-ping' , WANG Xuan-he’* | LIU Yu’
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Abstract; Since 2015, the agricultural “insurance + futures” mode has rapidly spread across the country,
triggering widespread calls for financial subsidy support. In view of the liquidity constraints in the domestic ag-
ricultural futures market, this study conducts an in-depth discussion on the scale and method of financial sub-
sidies for the “insurance + futures” mode. Taking corn as the research object, this paper first establishes a
quantitative theoretical model of financial subsidies under liquidity constraints in the futures market. Based on
the data after the reform of temporary corn purchase and storage policy in 2016, the empirical analysis finds
that the carrying scale of the corn futures market for the “insurance + futures” mode is extremely limited, ac-
counting for only 14.4 % of the national total output. This indicates that the mode is not suitable for large-scale
financial subsidies for the time being. The study further puts forward the implementation strategy of financial
subsidies by steps, regions and stages, and suggests corresponding supporting measures.

Key words: “insurance + futures” mode; corn; financial subsidies; liquidity constraints



