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Futures commodity trading will be established and operated in Thailand in 1999.

For the start, a few major commodities are suggested i.e. rice, rubber, maize, and shrimp.

The basic criteria for selection are characteristics of the commodities and supporting

economic environmental factors. It is the objective of the study to analyze potentials of

commodities in Thai futures market with emphasis on characteristic components. Besides,

the mentioned commodities, sugar which has generaily been believed not possible for the

market will also be analyzed.




Product characteristics include volume of demand and supply, homogeneity of the
product, describability, gradability as well as having high price variations. Competitiveness
without government intervention and high involvement of merchants in the spot market are

supportive factors in this category.

Secondary data and statistical data were employed in this study. Weekiy, monthly,
and yearly data were gathered from newspapers, statistical year books, monthly economic

reports, and annual reports of agricultural commodities.

The result of this study indicated that all five selected commodities are commercial
products with large demand and supply. These commodities were able to be classified and
standardized which are important factors in terms of having common worldwide standard.
This study has found that the trade volume of all selected commodities were large in the

spot market with high price variations.

White rice 100%, 25%, parboiled rice and broken rice were traded in domestic and
world markets with the highest volume. This implied large supply and demand for these
types of rice. Price variations of rice were as high as the price variation of rice in the Unted
States. The coefficient of variations of rice in the United State was approximately 18-19
percent compared to 16-22 percent of rice1 00%, rice 25%, parboiled rice, and broken rice.

Rubber was mostly traded in the form of sheet and block rubber. The existing
futures markets for rubber in Malaysia, Singapore, and Japan are trading in ribbed smoke
sheets. Thailand as the world largest rubber producer also grades rubber sheets basing on
the “Green Book” as other countries around the world. Smoke sheet rubber price
variations in Thailand was 32 percent which was higher than that‘ those in Malaysia,
Singapore, and Tokyo (between 21-27 percent).




v

Maize in this study refers to flint maize which is the same as maize traded in the
United State. In the Chicago Board of Trade, maize is a very active commodity. Price
variation of maize grade C in the cash market in Chicago was 22 percent whereas the
variation of maize price in Thailand is 23 percent at the wholesale level (Bangkok) and 25

percent at the farm level.

There is no data on black tiger shrimp prices in other countries. However, shrimp
prices in Thailand varied by about 15-20 percent for medium-large size, medium size,
medium-small, and small size. This coefficient value was close to the value of other

commodities. Therefore, black tiger shrimp may attract traders because of the high

margin.

The sugar market in Thailand has been administered. The domestic price was not
allowed to fluctuate, but the export price variation was 16.02 percent, higher than those in

London and New York. This margin may be an incentive for investors.

Beside sugar, prices of rice, rubber, and maize were not perfectly free from
government support in some seasons. However, evidenced in the U.S.A show that with

government intervention on rice and sugar are tradable in the futures exchange.

In the present market, rice1 00%, rice25%, broken rice, smoke sheet rubber, maize
(grade B), black tiger shrimp, and sugar (quota B and quota C) are qualified to trade in the
futures market in Thailand. However government intervention should be removed and

available market facilities should be improved.

To consider potential of a commeodity for futures trading, only three basic criteria
are necessary ie. homogeneity of the product, price variation, and large volume. The

others economic factors are secondary importance.
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