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New Evidence of Futures Price Discovery in Agricultural Products
——An Analysis Based on the Fixed Effect and Tool Variable on Egg Futures

LIN Haibo', YANG Liu’

(1. Wealth Management Institute, Ningbo Dahongying University, Ningbo 315175, China; 2. The State Innovative
Institute for Public Management and Public Policy Studies, Fudan University, Shanghai 200433, China)

Abstract: Different from the traditional time series (residual) analysis method, based on moving average and sequence
difference or multiple regression analysis and its expansion, this paper uses the fixed effect model and the tool variable method
to investigate the difference between the price and the retail price of the egg before and after the listing of the egg futures. The
empirical results show that the egg futures market makes the differences between the two prices converge. Due to the use of
quarterly data, which eliminates the short — term speculation characteristics of egg futures, if the value chain characteristics of
the differences in the case of flowers are not taken into consideration, futures can partially stabilize the prices and add to
consumers’ welfare in the short shelf life of agricultural products at least.

Key words: Egg futures; Price discovery; Fixed Effect; Instrumental Variable
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