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Real-time Early-warning System for Bubble Risk in Agricultural Futures Market
LiJian LvJie LiChongguang

Abstract: In recent years, China’s agricultural futures market has witnessed severe price volatility and bubble risk, which has
become a potential threat to the development of agricultural market in China. This article proposes a real-time bubble risk
detecting model, and analyzes its effectiveness in building the bubble risk real-time early-warning system for the agricultural
futures market. Based on a series of simulations, the study finds that the model has four main merits for real-time bubble
detection, namely the common applicability, the immediacy, the robustness and the simplicity. The study further proposes
carly-warning standards, the warning response mechanism and a five-step early-warning management procedure. Finally, the
study applies the early-warning system to the cotton futures market for validation and verification.

Key Words: Agricultural Futures Market; Bubble Risk; Real-time Early-warning System
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