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The Estimation of Mandatory Liquidation Risk in Stock Index Futures Market

WANG Yong-jie CHEN Cheng SU Zhen-hua
( School of Mathematics and Statistics Chongqing University Chongqing 400030 China)

Abstract: Mandatory liquidation of Chinese stock futures market is considered in this paper where the ruin
risk of investor is measured by a new martingale method using optimal stopping theory. At the same time the
relationship between mandatory liquidation probability and investors’ margin capital stock is obtained. Through
calculating the historical data of Csi300 we found that in order to guarantee a index stock contract of 40 lifetime not
mandatory liquidation with above 90% probability investors should prepare margin capital at least 300 000 RMB
for each contract; If we want to maintain index futures contract with 55 lifetime investors need margin capital at
least 500 000 RMB for each contract. If investors only have margin capital stock of 2 000 000 RMB they at most
maintain 4 shares of future contracts with 55 lifetime.
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