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Market Makers in Agricultural Futures Exchange of Thailand
(AFET): A Simulated Study
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Abstract

This study intends to reveal impacts
of market makers in enhancing liquidity
in the Agricultural Futures Exchange of
Thailand (AFET). Simulation based on
estimated results of VARs models of
return, trading volume, and bid-ask spread
are employed to determine the values
of these three variables in two different
scenarios (with and without market makers).
Then, analysis of the impacts assuming
snowball effects occur are performed by
separating the data into two sub-periods,
pull and bear market. The results indicate
that market makers can help improving
liquidity of the AFET. As a result, market
makers should be considered as one of
the policies in stimulating liquidity of AFET,
which can also help improving efficiency
of the market. Then, AFET can effectively
serve as alternative channel for farmers
and agriculture products traders to hedee
their risk from agriculture price volatility, as
well as, an alternative investment market

for investors,

Keywords: Simulation, Market Maker,
AFET, Vector Autoreeressive (VARs) Models,

Bid-Ask Spread.
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AP A, 22650 -0.0001 000025 =0.2100%** -0.0002 -0.0004
3
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RMSE 177.902 0.6575 1.0234 174574 058469 1.4887
MHumber Obs, 4047 684

SBIC 18,0597 18.6402

Log-likelihood 3649386 -6335. 776

FPE 13729.73 23089.16

Det{Sigrna_ml) 13648.55

22293.05
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Remark; ***Significant at 0.01 level
** Significant at 0.05 level
* Significant at 0.1 level
Chi Squares A A1 Cverall Test
RMSE Ag A7 Root Mean Square Error
SBIC A i1 Swchaz Information Criteria
FPE fim A Forecast Prediction Error
DetiSigma_ml) fin A1 Deterrminant TaawAiNATMWUIUTIUIM (Variance Covariance Matrix) vafaTunTy

A5 2 wansUszanaEwuUTIaRY Vector Autoregressive Model 5187U194917

Unit Root Test AP, o, Sp:
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Lag 1 2 3 4 5
SBIC
Bear Market 16.899 16740 16827 16871 16.953
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*"Optimal Lag
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AP, o Sp, AP, O Sp,

Constant L e 0.6462" 0.1361%=  30.2507** 1.2926%* 0.1613
AP, -0.4312%+ 0.0014 0.0010%=* 0,407 0.0003 -0.0005*
&9 1.2945" 0.0681* -0.0080* -13.5849 0.0622 -0.0329
Sp.. 18,3983+ 0.1785 0.1557%= 31.8628 0.0521 0.0207
AP, 0.1947%* -0.0003 -0.0001

O -1.0051 0.8071" 0.0040
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SBIC 18.0557 18 ; 0z
Log-likelihood -4071.44 —EE'E'EFIEB
FPE 314941 10.2828
***5ignificant at 0.01 level :
** Significant at 0.05 leval

* Significant at 0.1 level
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ket) 1if1 Lags AU 2 Fatfunsussanauauudiass VARs vastanatnanvzasd (Bear
Market) 17 Lags fy 2 Tusauedl Lags fmuizandwiutisnamanavengis (Bull
Market) dwiumaatmunaianiiifia Lags windu 1 3918 Lags wiriu 1 Sawamsuszanm
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NENTSANSILATNITUSEUNUAMUUD a0 Growth Model 1999R5IHaRDULNLILES
U%Mﬂmﬂ’l‘ié‘ﬂﬂﬂﬂﬁmﬁyﬂgﬂﬂ’lEJE_IWQHWEWﬁ’Jﬂﬁﬁﬁﬁﬁﬂ‘ﬁbﬂﬁﬂﬁlﬁﬂWﬂﬁayﬁﬁﬂﬂﬂﬂ (Simulated
Data) LARIRIAISI9T 3 Iﬂﬂnaﬂ’|TU'iﬁ:u’|mﬂ'wi'}lﬁgmh11ﬂ'i'a'j‘luﬂﬁwmnﬁﬁé’ﬂﬂmwmﬂﬁ?
PDIWANTOVILE NI MBS AT INARULNLLAY SN AN S ER T BYa TS 5 U
drevth Fauandlumssdl 4 wudidnsinsuefvedRsmaRaULNY (Return) Y83N1540
werensantiiludi 1 dewinfu 28.29% T 2 winfu 45.29% D9 3 Wiy 72.4% T4 4
WU 115.9% wasdii 5 windu 185.6% TuenefidnsinmstersivssSuiunistoneves

FyuTorsermnsamtihesidfindiu 5.8% 10.6% 20.3% 35.2% war 64.2% Tudf 1 99 2

U9 3 T 4 wazl9 5 mnudidu

l:‘ I L] &
M990 3 HANITUTEUIUAILULULIAEY Growth Model 1ndanimanauuny wasusuiu

NSRRI ISl

Return Volume
(1) (2) (3) (4)

Constant -0.15460 7%+ -1.77444q%+= -0.125037** -3.493672""
lime o R LN ol T

F-test 2760.8g%=» 2704.20"* 138521 1934, 75"

R-Square 0.3693 0.3645 0.2283 0.2924

Adj. R-5qure 0.3692 0.3644 0.2281 0.2923

RMSE 05293 0.5887 0.3245 0.8841

Number Obs. a717 4717 d684 da8d

55 Residual 1320.8485 1634.0525 492 9664 3659,7950

*e*Significant at 0.01 level

** Significant at 0.05 level

* Significant at 0.1 level

wuyshasal (1) uas (3) A wuudaes Linear Trend Model
wuudiansil (2) uae (4) A wuushasa Growth Trend Model
F-test Ain A1 Overall Test

RMSE fig A1 Root Mean Square Error

55 Residual fg A1 Sum of Square Residual
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ar &
Growth Trend Model 1048MTIHARDULNULALUIHINNITITIHTDILENIT

5 Uaamin
Year 1 Year 2 Year 3 ! Year 4 Year 5
|
Return 28.2% 45.2% T2.d% i 115.9% 185.6%
Volume 5.B% 10.6% 20.3% | 35.2% 64d. 2%

WM WENNSERINULUTIRE Growth Trend Model - uwwudiaasdl (2) uas Ll} Tumnadt 3

HANITANYILAENITUTELIMAMULTIADY Growth Model 1898RsIHARDULNULAY
U?immm-sﬁmﬂaﬁcgrgﬁ%mwﬁﬂmufhwﬁﬁmﬁ‘uﬁlﬁﬂ"mﬂ"mdﬁi‘i'mm (Simulated Data)
uanadarn et 5 Tneramsuszidldgninuiluntsnensaidasmsveiesveinans
FavedygdoresdnumamihvederaarsuwuuarUiinansteredyadeviedn
Y1atn Fanandlumnsad 6 wuddnsnnsenedivesdnsnana ULy (Retum) 189013
TovedygTeretrumarmi Wl 1 fewviiy 13.0% U9 2 wihiu 17.79% 97 3 widu
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**Significant at 0.01 level

=* Significant at 0.05 level

* Significant at 0.1 level
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