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Table 4 Discount rate of collateral portfolio
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The Study of Margin Trading Design in terms of Collateralization for
Margin Account in Futures Markets
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Jiang Tingting , Yuan Xianzhi~, Guo Rui
1. Center for Financial Engineering, Soochow University, Suzhou 215000, China;

2. Institute of Risk Management, Department of Mathematics, Tongji University, Shanghai 200092, China
3. The R&D department, Guo Lian Futures Co. , Ltd. , Wuxi 214000, China

Abstract: By introduction of the Margin Trading and Collateralization, there’s a significant and practical effect on
the development of China’s futures market. From a practical point of view, we consider to introduce some different
types of financial instruments as the collateral to meet future market’s margin accounts required in this paper. Then
we explain how to use the key factors to calculate discount factors for the collateral by establishing the classification
system of different types of financial instruments being the collateral for trading by considering market factor,
liquidity factor and fundamental supply and demand. By combined with investor’s own credit ranking quality, we
also put forward to propose the implementation of dynamic risk management in the futures trading market for the
margin accounts. In addition, we also point out that to establish a sound legal laws, regulatory system and
associated financial system is the fundamental in supporting the future trading under the framework of
comprehensive risk management in the practice as our suggestion for this paper.

Key words: Margin Trading; Collateral; Dynamic Discount Rate; Risk Management
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