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Abstract

This study is analysis the Hedge ratio of Silver which performed using Quantile
regression method. The purposes of this study are to analyze situation of silver price and to find
Hedge ratio for silver in each Quantile level. The time series secondary data were used for this
study. They were collected daily from June 20, 2011 until February 28, 2012 both for Future
market and Spot market, totally 424 data. The steps are do Unit root test to check stationary of
data, analyze data by Quantile regression method and calculate appropriate amount of the future
contracts for risk prevention from fluctuated silver price.

According to Unit root test, the results show changing of silver price both in Future
market and Spot market are stationary at I Level (0). Then analyze data by using Quantile
regression method to find relation between independent variables and dependent variables.
Independent variables are changing of silver price in Future market and dependent variables are
changing of silver price in Spot market. The finding indicates that changing of silver price in
Future market affects in same direction to changing of silver price in Spot market in all quantile
level. Considering changing of silver price in Spot market in low level of quantile until in high

level of quantile, coefficient values of changing of silver price in future market also decrease



correspondingly. Thus The Hedge ratio also has same tendency which at the quantile level 0.1 —
0.4 are significant at probability 95%

Regarding to the analysis, it is suitable for the investors who want to prevent risk in short
term or want to close contact before end time by using Beta hedge method of Hedge ratios. This
can help the investors to save cost for the future contracts to prevent risk. Investors should buy
future contracts about 10 - 20 as the result of Quantile level 0.1 — 0.4 which significant at
probability 95%. From this result, investors will save cost 2557.5 — 3410 bath in case of prevent

risk for silver price fluctuation total 5,000 Troy Ounces.



