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Analysis of the functions of thé commodity exchange from the perspective of
market design theory

Abstract

The commodity exchange is an important market that can play a significant role in regulating prices and
fostering production growth. Commodity exchanges were established worldwide with the goals of
competition, risk coverage, and minimizing transaction costs, and have become secure places for trading
specific goods in various countries. However, this market sometimes experiences inefficiencies. On the
other hand, market design theory, as a new economic theory aimed at achieving efficient matching of supply
and demand, can provide a suitable framework for analyzing the inefficiencies of commodity exchanges.
This research, using a library research method and within the analytical framework of market design theory,
aims to analyze the inefficiencies in commodity exchanges and propose solutions. In the context of Iran's
commodity exchange, price discovery methods and economic fluctuations affecting this market have always
been challenging. Finally, solutions for reducing transaction costs, transparent and systematic competition,
targeted and regulatory guidance, and risk coverage to enhance confidence in transactions are presented
within the three fundamental pillars of market design theory: thickness, safety, and avoidance of congestion.

Keywords: Commodity exchange, Market design, Efficient markets, Matching
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