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THE ANALYSIS OF DERIVATIVES
MARKET
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HOW MUCH DO YOU KNOW
ABOUT CAPITAL MARKET ??

m LIKE A CRICKET IT IS MADE UP OF
PLAYERS, RULES AND INSTRUMENTS




WHAT INSTRUMENTS ?




"DERIVATIVE" ?
+

m IS IT SOMETHING DERIVED ON THE
BASIS OF SOME OTHER ??




WHAT ARE DERIVATIVES ?
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DERIVATIVE........

m A DERIVATIVE IS BASICALLY A
CONTRACT

m A CONTRACT FOR DELIVERING THE

UNDERLYING ASSET ON SOME
FUTURE DATE




DERIVATIVE......

s THE 'UNDERLYING" MAY BE
ANYTHING :

STOCK
COMMODITY
CURRENCY
INT. RATE

AN INDEX, ETC,



FUNDAMENTAL DIFFERENCS

STOCKS / SHAR:ESL DERIVATIVES




WHY WERE DERIVATIVES CREATED ??

| m DEFINITELY NOT FOR FUN !
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WHY WERE DERIVATIVES CREATED ??




Types of Derivatives
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Types of Derivatives

> -
5 e

VA3 L
~Traded i OJSERIEEL Markets

o




Forward Contract
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Futures
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Options
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DISTINCTION BETWEEN EXCHANGE
TRADED AND OTC DERIVATIVES
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GLOBAL DERIVATIVES MARKET
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GLOBAL DERIVATIVES
MARKETS (OTC MARKET)
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3. Equity linked (forwards+ - ER u 66 |
swaps + options) - —
4. Commodity contracts 2.9
(forwards + swaps + options)
5. Credit default swaps G T/
Total 541.2
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DERIVATIVES MARKET IN

INDIA
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COMMODITY FUTURES

MARKET IN INDIA




ROLE OF DERIVATIVES
MARKET
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DERIVATIVES MARKET !l THERE
IS OTHER SIDE TO IT

+




Foreign Exchange
Forwards and forex

swapst
Currency swaps

Options

Interest rate contracts

Forward rate agreements
Interest rate swaps

Options

OTC market transactions (2005-2010)

2005
18,011

12,063

2,253

3,695

50,015

36,262

7,997

1,488

2006

14,344

9,593

2,444

2,307

60,091

43,936

9,380

1,809

2007

15,666

10,134

3,194

2,338

64,668

48,768

9,476

1,891

2008

2009
18,460

2010

16,748 24,484

10,336 10,719 12,387

3,942 4,503 6,371

2,470 3,238 5,726

77,568 101,658 141,991

58,897 79,120 111,209

10,933 13,746 20,012

1,881 2,309 3,787
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SwWaps

Options 415

Commodit 415
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CONCLUSION: GLOBAL CAPITAL
MARKETS ARE NOT PERFECT,;
AREN'T RATIONAL EITHER !
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m 1. Derivatives are not ‘'magic’
instruments
2. They are 11ke H.T power line

ilf used* Garefully wonderful results
1Ifmishand1ed disaster -= <

' 3 Str@ng regulatory framerrk needed
-~ to ériéure safety of frnancral system



Contd...

‘ qr ,)U’)JQ/,JFJJF
JANVEND; ‘Yﬂ_l\?_r;;_




Bibliography

m Financial derivatives

- Dr G.Kotreshwar
m Financial services

- Shashi k gupta



One & All




