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Research on Buyer Hedging Strategies and the Risk Control
——The Case of Fair-Value Loss in China Eastern
Airlines' Kerosene Hedging

WANG Zhen', XIAO Fei', ZHENG Jiong’

(1. School of Business Administration, China University of Petroleum, Beijing 102249, China;
2. Strategy Department, China National Oil and Gas Exploration and Development Corporation, Beijing 100032, China)

Abstract : Hedging is an effective measure to evade price fluctuation risks so as to create stable cash flow and earnings. This paper take
the case of China Eastern Airlines' kerosene hedging in 2008 to analyze its hedging strategy, and compared with international airliners
' hedging performances at the same period and ideal hedging strategies using futures, options and their combinations. Suggestions are
provided for supervision departments and firms to make better use of hedging instruments.

Key words: hedge; strategy; risk control; suggestions for policy



