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 A futures contract is an agreement between two parties, a buyer 
and a seller, to purchase an underlying asset at a later date at a 
fixed price and that trades on a futures exchange and is subject 
to a daily settlement procedure to guarantee to each party that 
claims against the other party will be paid  claims against the other party will be paid. 
◦ Underlying assets currently available in Thailand: A stock index 

(SET50)  a single stock  gold  commodities (Thai Hom Mali 100% (SET50), a single stock, gold, commodities (Thai Hom Mali 100% 
Grade B; White rice 100%; Ribbed smoked rubber sheet No.3; 
Tapioca chip)Tapioca chip)
◦ Underlying assets available in the near future in Thailand: An interest 

rate  a government bondrate, a government bond
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 Long: A position involving the purchase of a security or  Long: A position involving the purchase of a security or 
derivative. It also refers to the party holding the long position.

 Short: A position involving the sale of a security or derivative. It 
also refers to the party holding the short position.
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Forward Futures
Private contract between two parties Traded on an exchangePrivate contract between two parties Traded on an exchange
Not standardized Standardized
Usually one specified delivery date Range of delivery dates
Settled at end of contract Settled daily
Delivery or final settlement usual Usually closed out prior to maturity
Some credit risk Virtually no credit riskSome credit risk Virtually no credit risk
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 An option is a contract granting the right to buy or sell an  An option is a contract granting the right to buy or sell an 
underlying asset at a fixed price for a specific time period. 
◦ A stock index option currently available on TFEX
 An underlying asset:  the SET50 index
◦ A warrant and a derivative warrant
 An underlying asset: a single stock
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 A short term interest rate futures contract is an agreement on a  A short-term interest rate futures contract is an agreement on a 
short-term fixed income security agreed upon today for future 
delivery.
◦ An underlying rate: A short-term interest rate
◦ Example: A three-month Eurodollar futures contract is a futures 

contract on the three-month (90-day) Eurodollar interest rate.
 Positions
◦ Long position  Obligation: Deposit or invest in the future◦ Long position  Obligation: Deposit or invest in the future
◦ Short position  Obligation: Borrow or issue a debt instrument in the 

futurefuture
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 Exchange traded contracts on interest rates Exchange-traded contracts on interest rates
◦ Interest rate futures

 OTC contracts on interest rates
◦ Forward rate agreements (FRAs)
◦ Interest rate swaps
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 Underlying rate and maturity of an underlying instrument Underlying rate and maturity of an underlying instrument 

 Futures price = 100 – R

 Contract size
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 Marking to marketg
= (Futures price change / number of intervals in a year)*Contract size
= (0.005%/4) x USD 1,000,000 = 12.50/contract 
◦ Note: A decrease in a futures price = an increase in an interest rate (0.5 BPs)
 Long position  Pay  USD 12.50/contract

S  S / Short position  Receive USD 12.50/contract

 Final settlement
◦ Cash settlement
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 A company wants to lock in the interest rate that will be paid on a three-
month Eurodollar 1 million loan borrowed one month from todaymonth Eurodollar 1 million loan borrowed one month from today.
◦ A three-month Eurodollar interest rate in one month = 100 – 99.63 = 0.37%.

 The company is short one December 09 Eurodollar interest rate futures  The company is short one December 09 Eurodollar interest rate futures 
contract.

 One month later: One month later:
◦ An interest rate = 0.50%: The company receives USD 325.
 Net payment = 1250 325 = USD 925  0 37% per annumNet payment = 1250 – 325 = USD 925  0.37% per annum
◦ An interest rate = 0.25%: The company pays USD 3.00.
 Net payment = 625 + 300 = USD 925  0.37% per annum
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October 15, 2009 October 16, 2009
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 D il  t  h  f t i t t t   Daily percentage changes of spot interest rates 

ระยะ 1 เดอืน 3 เดอืน 6 เดอืน 1 ปี 2 ปี 3 ปี 4 ปี 5 ปี 6 ปี 7 ปี 8 ปี 9 ปี 10 ปี 11 ปี 12 ปี 13 ปี 14 ปี 15 ปี 16 ปี

STD 0.0145 0.0123 0.0118 0.0125 0.0156 0.0166 0.0169 0.0171 0.0160 0.0159 0.0152 0.0152 0.0144 0.0123 0.0111 0.0106 0.0106 0.0106 0.0102

สูงสุด 0.1652 0.1335 0.1247 0.1302 0.2038 0.2393 0.1390 0.1332 0.1278 0.1175 0.1026 0.1041 0.1280 0.1010 0.0841 0.0819 0.0900 0.0959 0.0961

ตํ่าสุด -0.1282 -0.1012 -0.1027 -0.1156 -0.1259 -0.1327 -0.1338 -0.1319 -0.1394 -0.1330 -0.1513 -0.1314 -0.1116 -0.1083 -0.1065 -0.1172 -0.1305 -0.1399 -0.1419

P 1.00 -0.0473 -0.0363 -0.0353 -0.0337 -0.0453 -0.0443 -0.0450 -0.0498 -0.0399 -0.0380 -0.0402 -0.0386 -0.0391 -0.0350 -0.0291 -0.0305 -0.0280 -0.0272 -0.0277

P 2.50 -0.0280 -0.0220 -0.0211 -0.0206 -0.0274 -0.0309 -0.0321 -0.0314 -0.0301 -0.0298 -0.0299 -0.0299 -0.0279 -0.0233 -0.0216 -0.0203 -0.0192 -0.0187 -0.0178

P 5.00 -0.0173 -0.0156 -0.0135 -0.0133 -0.0198 -0.0215 -0.0237 -0.0227 -0.0225 -0.0216 -0.0217 -0.0214 -0.0195 -0.0172 -0.0152 -0.0148 -0.0142 -0.0139 -0.0133

P 95.00 0.0148 0.0153 0.0141 0.0174 0.0205 0.0221 0.0241 0.0256 0.0223 0.0232 0.0222 0.0224 0.0204 0.0181 0.0150 0.0145 0.0146 0.0149 0.0138

P 97.50 0.0274 0.0238 0.0227 0.0275 0.0323 0.0346 0.0358 0.0367 0.0341 0.0323 0.0328 0.0331 0.0320 0.0271 0.0238 0.0223 0.0220 0.0205 0.0191
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P 99.00 0.0458 0.0382 0.0390 0.0421 0.0494 0.0523 0.0591 0.0584 0.0562 0.0480 0.0486 0.0470 0.0467 0.0384 0.0375 0.0325 0.0355 0.0335 0.0329

 Outstanding debt value (THB ‘000 million) Outstanding debt value (THB 000 million) 

G t T   C t  
Year

Government
bonds

Treasury 
bills

SOE bonds
Corporate 
debentures

Total

2005 1 360 49 209 00 489 09 659 93 2 718 512005 1,360.49 209.00 489.09 659.93 2,718.51

2006 1,509.07 228.00 492.89 942.51 3,172.47

2007 1,757.55 114.00 521.84 1,069.27 3,462.66

2008 1,850.56 81.00 518.48 1,120.08 3,570.12

Aug 2009 2,101.29 286.46 539.55 1,341.64 4,268.94
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 Interest rate derivatives (THB million) Interest rate derivatives (THB million) 

I t t t  Interest rate swap
Quarter Interest rate 

derivatives Cumulative Quarter

1/2009 7,875,419 1,971,366 401,838
2/2009 8 744 254 2 197 244 320 6702/2009 8,744,254 2,197,244 320,670
3/2009 9,233,868 2,202,516 276,734
4/2009 9,072,389 2,205,249 197,220
1/2009 9,074,962 2,299,107 244,239
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2/2009 9,328,055 2,156,103 234,618



17 18

 Direct hedge Direct hedge

 Cross hedge
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 Bond futures: Underlying assets = Thai government LB with a fixed 
coupon rate of 8% and 5 years to maturityp y y

 Availability of LBs on October 16, 2009

T h Coupon rate Maturity Face valueTranche (% p.a.) (years) (THB million)
LB13OA 4.000 4.01 25,000.00 
LB143A 8.250 4.39 40,000.00 
LB145A 4.875 4.58 10,000.00 
LB145B 5.250 4.58 121,035.00 
LB14DA 5.000 5.14 44,000.00 

 D li  d ttl t ?

LB157A 7.200 5.73 35,950.00 

 Delivery and settlements?
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 Deliverable bonds and conversion factors

 Cheapest-to-deliver bonds
 The wild card play
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