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Abstract: Managing the price risk of cash by using futures contract is a ordinary method in
hedging, the determination of optimal hedge ratio is the core of theoretical issues. In order to evaluate
the efficiency of hedge. OLS method and BGARCH model are both used to calculate the optimal hedge
ratios. The experiential results indicate that the hedging based on OLS method and BGARCH model
both can hedge the risk of cash, however, the efficiency of dynamic hedging of BGARCH model is
better than OLS model.
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