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Abstract

One of the widely used tools in risk management and portfolio optimization is
derivatives. Future contracts are one of the most important derivative instruments
that are used by investors and risk hedgers.In recent years, with the increase in the
volume and value of the futures market transactions, the attractiveness of this
market for economic operators has increased significantly. The purpose of this
research is the valuation of the futures contract based on stochastic interest rate
models and compare their performance with the valuation model under non-
stochastic interest rate in lran Mercantile Exchange.In this research, using the
stochastic interest rate models of Vasicek (1977) and Cox, Ingersoll and Ross
(1985), we value future contracts in the Iran Mercantile Exchange from the March
2021 to the August 2022. The data of futures contracts are divided into short-term
and long-term groups based on the remaining time to maturity; As a result, based
on the RMSE criterion and then the variance analysis test of the valuation results, it
was found that there is no significant difference between the valuation models in
the valuation of short-term contracts, while the valuation under the VVasicek model
of long-term contracts and all contracts, performed better than other models.
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