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 PREVIEW OF CHAPTERS SYLLABUS

 Financial Derivatives

Unit – I
Derivatives – Features of a Financial Derivative – Types of Financial Derivatives –
Basic Financial derivatives – History of Derivatives Markets – Uses of Derivatives –
Critiques of Derivatives – Forward Market: Pricing and Trading Mechanism –
Forward Contract concept – Features of Forward Contract – Classification of
Forward Contracts – Forward Trading Mechanism – Forward Prices Vs Future
Prices.
Unit – II
Options and Swaps – Concept of Options – Types of options – Option Valuation –
Option Positions Naked and Covered Option – Underlying Assets in Exchange-
traded Options – Determinants of Option Prices – Binomial Option Pricing Model –
Black-Scholes Option Pricing – Basic Principles of Option Trading – SWAP:
Concept, Evaluation and Features of Swap – Types of Financial Swaps – Interest
Rate Swaps – Currency Swap – DebtEquity Swap.
Unit – III
Futures – Financial Futures Contracts – Types of Financial Futures Contract
–Evolution of Futures Market in India – Traders in Futures Market in India –
Functions and Growth of Futures Markets – Futures Market Trading Mechanism -
Specification of the Future Contract – Clearing House – Operation of Margins –
Settlement – Theories of Future prices – Future prices and Risk Aversion –
Forward Contract Vs. Futures Contracts.
Unit – IV
Hedging and Stock Index Futures – Concepts – Perfect Hedging Model – Basic
Longand Short Hedges – Cross Hedging – Basis Risk and Hedging – Basis Risk Vs
Price Risk – Hedging Effectiveness – Devising a Hedging Strategy – Hedging
Objectives – Management of Hedge – Concept of Stock Index – Stock Index Futures
– Stock Index Futures as a Portfolio management Tool – Speculation and Stock
Index Futures – Stock Index Futures Trading in Indian Stock Market.
Unit – V
Financial Derivatives Market in India – Need for Derivatives – Evolution of
Derivatives in India – Major Recommendations of Dr. L.C. Gupta Committee –
Equity Derivatives – Strengthening of Cash Market – Benefits of Derivatives in
India – Categories of Derivatives Traded in India – Derivatives Trading at
NSE/BSE – Eligibility of Stocks – Emerging Structure of Derivatives Markets in



India -Regulation of Financial Derivatives in
India – Structure of the Market – Trading systems – Badla system in Indian Stock
Market – Regulatory Instruments.
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