PressAcademia IFC

www.pressacademia.org/conferences ISBN ISBN: 978-605-061092-2-5

PressAcademia Procedia YEAR 2021 VOLUME 14
Istanbul Finance Congress, November 4-5, 2021

INVESTIGATION ON THE EFFECTS OF HEDGE HORIZON AND ESTIMATION PERIOD ON HEDGING
EFFECTIVENESS: AN APPLICATION ON TURKISH FUTURES MARKETS

DOI: 10.17261/Pressacademia.2021.1513
PAP-V.14-2021(39)-p.143-147

Sevgi Eren
istanbul Commerce University, Graduate School of Finance , Istanbul, Turkey.
seren@ticaret.edu.tr , ORCID: 0000-0003-1495-5302

To cite this document

Eren, S. (2021). Investigation on the effects of hedge horizon and estimation period on hedging effectiveness: an application on Turkish
futures markets. PressAcademia Procedia (PAP), 14, 143-147.

Permanent link to this document: http://doi.org/10.17261/Pressacademia.2021.1513

Copyright: Published by PressAcademia and limited licensed re-use rights only.

ABSTRACT

Purpose- Risk management in financial markets is possible with the effective use of hedging in futures markets. This study was carried out
to examine the impact of different hedging horizons and different estimation periods on the hedge ratio and hedge efficiency of the
porftolios.

Methodology- In the study, Rolling Regression (Moving Window Procedure) method was used to obtain the hedge ratio and measure the
hedge effectiveness. Spot and futures market data for the period 2010-2021 were used in the analyses. Within the framework of ex-post
hedging and ex-ante hedging, the findings regarding the hedge ratio and hedging effectiveness were evaluated separately, and the reliability
of the findings was tested. It has been investigated how hedging performed with different hedging horizon and different estimation periods
performs on portfolios.

Bulgular-In the study, it was found that the hedge ratio and hedge efficiency tended to increase for the majority of portfolios as the hedging
horizon and estimation period increased, and it was concluded that the results obtained with the hypothesis tests carried out were
statistically significant. In addition, the hedging performances were also investigated and it was determined that the increase in the hedging
horizon and estimation period provide a higher reduction of the portfolio risk.

Results: The results of the study are largely in line with the literature although they differ in terms of different hedging horizons, estimation
periods and portfolios for ex-post and ex-ante hedging. Hedging horizon and estimation periods have a significat impact on hedge ratio and
hedging effectiveness. The other crucial result of the study is that the performance of the rolling regression model is good as the most
common used methods, GARCH Models, in estimation of the hedge ratio.
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KORUNMA ZAMANININ VE TAHMIiN PERIYODUNUN KORUNMA ETKiNLiGi UZERINE OLAN
ETKISINiN INCELENMESi: TURKIYE VADELI iSLEM PiYASALARI UZERINE BiR UYGULAMA

OZET

Amag- Riski yonetmede vadeli islem piyasalarini kullanan yatirimcilar igin spot piyasada sahip olduklari pozisyon karsiliginda vadeli islem
piyasasinda nasil bir pozisyon almalari gerektigi ve edinmeleri gereken sézlesme sayisini iyi analiz edebilmek 6nem kazanmistir. Bu anlamda
sozlesme sayisini belirlemek amaciyla kullanilan hedge oranini etkin sekilde tahminleyebilmek, risk yonetimi amaciyla futures piyasalarda
islem yapan piyasa aktorleri igin biylk 6neme sahip olmaktadir. Bu galisma, farkli korunma zamanlari ve farkli tahmin periyotlarinin hedge
orani ve hedge etkinligine olan etkisinin incelenmesi amaciyla gergeklestirilmistir.

Yoéntem- Calismada hedge orani elde etmede ve hedge etkinligini 6lgmede dinamik regresyon (rolling regression) metodu kullaniimigtir.
Analizler, 2010-2021 doénemi spot ve vadeli islem piyasa verileri kullanilarak ex-post hedging ve ex-ante hedging cercevesinde
gergeklestirilmis ve farkli tahmin periyotlari ve korunma zamanlari ele alinarak bu baglamda incelenmistir. Elde edilen bulgular, hipotez
testlerinden t-testi yardimiyla givenilirlik agisindan sinanmistir. Ardindan ise hedge performansi analiz edilerek gergeklestirilen hedging
sonrasinda riskte meydana gelen degisim incelenmistir. Bu baglamda ex-post ve ex-ante hedging igin bulgular ayri ayri degerlendirilmis, elde
edilen bulgularin guvenilirligi test edilerek farkh korunma zamanlari ve farkh tahmin periyotlariyla gergeklestirilen hedging isleminin
portféyler Gzerinde nasil bir performans sergiledigi arastirilmigtir.
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Bulgular- Calisma sonuglarina gore ex-post ve ex-ante hedging igin farkli korunma zamanlari, tahmin periyotlar ve portfoyler 6zelinde
farkhlklar gosterse de literatiirle blyik oranda paralellik tagimaktadir. Calismada korunma zamani ve tahmin periyodu arttikga hedge
oraninin ve hedge etkinliginin portféylerin gogunlugu igin artma egiliminde oldugu tespit edilmis, gergeklestirilen hipotez testleriyle de elde
edilen sonuglarin biyik oranda anlamlilik gosterdigi sonucuna ulagiimistir. Bununla birlikte gergeklestirilen hedging performanslar da
incelenmis olup korunma zamani ve tahmin periyodu artisinin portfoy riskinin daha yiksek oranda dustrilmesine katki sagladig tespit
edilmistir.

Sonug- Calisma sonuglarina goére korunma zamani ve tahmin periyodunun hedge orani ve hedge etkinligi lizerinde etkili oldugu tespit
edilmistir. Uygulanan dinamik regresyon modelinin de literatiirde kullanilan ve daha yeni ve gtincel modellerden olan GARCH modelleri kadar
iyi performans sergileyebilecegi calisma sonucunda ortaya konmustur.

Anahtar Kelimeler: Hedging, Hedge Orani, Hedge Etkinligi, Korunma Zamani, Tahmin Periyodu
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