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Abstract

Since start of derivatives trading in 2006, Thailand Futures Exchange (TFEX)
has constantly arranged for the contract adjustment and developed new products to
meet the needs of investors. Over the past ten years, SET50 Index Futures and Single
Stock Futures are the most popular futures contracts traded on TFEX. Their trading
volumes join the top two ranking. Therefore, this study aims to anylze factors affecting
the success of equity futures, SET50 Index Futures and Single Stock Futures, using
monthly data from January 2017 to December 2021. Trading volume of equity futures

in natural logarithmic form is used as a measure of its success.

Using Ordinary least Square (OLS) to model the determinants of the success
of SET50 Index Futures, the estimation results show that liquidity of SET50 Index
Options and characteristics of underlying asset are positively related to the success of
SET50 Index Futures. Characteristics of SET50 index as an underlying asset include its
volatility and liquidity. Moreover, this study uses the sample consisting of 89
companies on which stocks are underlying for Single Stock Futures in the period
between January 2017 and December 2021 and finds that the most appropriate
method in modelling the determinants of the success of Single Stock Futures is the
fixed effects model. Two dummy variables, one for Single Stock Futures trading in its
first year and another for the period in which TFEX applied the amended rule of daily
price limit of Single Stock Futures in response to the COVID-19 pandemic situation, are
negatively related to the contract success. Characteristics of underlying stock, including

its size, volatility, and liquidity, have the positive impact on the contract success.

Therefore, TFEX should consider characteristics of underlying asset such as its
volatility and liquidity when issuing a new futures contract. The new contract should
be based on the underlying asset with higher volatility or/and thicker liquidity. Single
Stock Futures should also consist of the underlying share with large market size. When
adding new underlying stocks for stock futures, TFEX should conduct public relations
activities and waive the commission levy of the new contracts for the first year upon
the commencement of trading to attract more investors. The launch of options with
the same underlying stocks as futures complements the existing stock futures so that

their combination offers greater efficiency in managing risk and higher returns.



