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The application of carry-cost theory to the pricing of financial futures

LUO Xiao-ling, LI Yrzhi, RAO Hong hao

(School of Business, Central South University, Changsha 410083, China)

Abstract: Carrying-cost Theory was used in Commodity Futures. In 1970s, with the collapse of Bretton Woods

Agreement, Foreign Exchange Futures, Interst Rate Futures and Stock Index Futures emerged and developped

rapidly, so the Theory was extended. The paper first inferred the general Model of the Theory about Financial

Futures. Second, it led to the Pricing M odels about Foreign Exchange Futures, Interst Rate Futures and Stock

Index Futures according to the characteristics of their carrying-cost. At the same time, the paper analyzed the

application of the Pricing Models.

Key words: carrying-cost; financial futures; pricing; foreign exchange futures; interst rate futures; stock index

futures



