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Abstract

This paper examines how the Tokyo and Osaka rice futures markets in prewar
Japan were evolving in view of market efficiency. Applying a non-Bayesian time-
varying model approach to analyze the fundamental equation for the spot returns
and the futures premium, we find that the market efficiency of the two major rice
futures markets varied with time. Such time-varying structure of the rice futures
markets in prewar Japan corresponds well to historical changes in the Japanese
colonial policy: promotion of japonica rice cropping and letting the imported rice
deliverable in the exchanges.
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