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Futures contract The item transacted is usually a commodity or financial instrument.
Archived from the In finance, a futures contract (sometimes called futures) is a
standardized legal contract to buy or sell something at a predetermined price for
delivery at a specified time in the future, between parties not yet known to each
other. University Press, 2nd Edition, 2004 ISBN 978-0-19-927126-9[page needed]
&quot;Understanding Derivatives: Markets and Infrastructure&quot; (PDF). The
predetermined price of the contract is known as the forward price or delivery price.
Because it derives its value from the value of the underlying asset, a futures contract
is a derivative. Futures contracts are widely used for hedging price risk and for
speculative trading in commodities, currencies, and financial instruments. The
specified time in the future when delivery and payment occur is known as the
delivery date ed30d2c4d5

A derivative's value depends on the performance of the underlier, which can be a
commodity (for example, corn or oil), a financial instrument (e.g. a stock or a bond),
a price index, a currency, or an interest rate. ed30d2c4d5

Stock market Forward markets, which A stock market, equity market, or share
market is the aggregation of buyers and sellers of stocks (also called shares), which
represent ownership claims on businesses; these may include securities listed on a
public stock exchange as well as stock that is only traded privately, such as shares of
private companies that are sold to investors through equity crowdfunding platforms.
Derivatives markets, which provide instruments for managing financial risk.
Commodity markets, which allow the trading of commodities. Investments are
usually made with an investment strategy in mind ed30d2c4d5

Options may be traded between private parties in over-the-counter (OTC)
transactions, or they may be exchange-traded in live, public markets... ed30d2c4d5

Credit default swap The buyer of the CDS makes a series of payments (the CDS "fee"
or "spread") to the seller and, in exchange, may expect to receive a payoff if the asset
defaults. That is, the seller of the CDS insures the buyer against some reference
asset defaulting. Archived from the original (PDF) on May 27, 2010 A credit default
swap (CDS) is a financial swap agreement that the seller of the CDS will compensate
the buyer in the event of a debt default (by the debtor) or other credit event. Gary
Gensler, OTC Derivatives Reform, Markit&#039;s Outlook for OTC Derivatives
Markets Conference&quot; (PDF) ed30d2c4d5

Derivatives can be used to insure against price movements (hedging), increase
exposure to price movements for speculation... ed30d2c4d5 The subject is concerned
with "the allocation and deployment of economic resources, both spatially and across
time, in an uncertain environment". It therefore centers on decision making under
uncertainty... ed30d2c4d5 an item (the "underlier") that can or must be bought or



sold, ed30d2c4d5 a price at which the future transaction must take place, and
ed30d2c4d5 Contracts are traded at futures exchanges, which act as a
marketplace... ed30d2c4d5 It has created a standardized contract (the ISDA Master
Agreement) to enter into derivatives transactions. In addition to legal and policy
activities, ISDA manages FpML (Financial products Markup Language), an XML
message standard for the OTC Derivatives industry. ISDA has more than 925
members in 75 countries; its membership consists of derivatives dealers, service
providers and end users. ed30d2c4d5

Foreign exchange market The use of derivatives is growing The foreign exchange
market (forex, FX, or currency market) is a global decentralized or over-the-counter
(OTC) market for the trading of currencies. By trading volume, it is by far the largest
market in the world, followed by the credit market. This market determines foreign
exchange rates for every currency. emerging markets do not allow foreign exchange
derivative products on their exchanges because they have capital controls
ed30d2c4d5

Its concern is thus the interrelation of financial variables, such as share prices,
interest rates and exchange rates, as opposed to those concerning the real economy.
ed30d2c4d5

International Swaps and Derivatives Association This change was made to focus
more attention on their efforts to improve the more broad derivatives markets and
away from The International Swaps and Derivatives Association (ISDA ) is a trade
organization of participants in the market for over-the-counter derivatives. to
&quot;Swaps and Derivatives&quot;. It is headquartered in New York City
ed30d2c4d5

It has two main areas of focus: asset pricing and corporate finance; the first being
the perspective of providers of capital, i.e. investors, and the second of users of
capital. ed30d2c4d5

Financial market Some of the securities include stocks A financial market is a market
in which people trade financial securities and derivatives at low transaction costs. A
financial market is a market in which people trade financial securities and
derivatives at low transaction costs. Some of the securities include stocks and bonds,
raw materials and precious metals, which are known in the financial markets as
commodities ed30d2c4d5

Option (finance) Bloss, Michael; Ernst, Dietmar; Hacker Joachim (2008):
Derivatives - An authoritative guide to derivatives for In finance, an option is a
contract which conveys to its owner, the holder, the right, but not the obligation, to
buy or sell a specific quantity of an underlying asset or instrument at a specified
strike price on or before a specified date, depending on the style of the option.
35-42. of Derivatives, (Winter 2002), pp ed30d2c4d5

a future act which must occur (such as a sale or purchase of the underlier),
ed30d2c4d5 It thus provides the theoretical underpinning for much of finance.



ed30d2c4d5 The term "market" is sometimes used for what are more strictly
exchanges, that is, organizations that facilitate the trade in financial securities, e.g.,
a stock exchange or commodity exchange. This may be a physical location (such as
the New York Stock Exchange (NYSE), London Stock Exchange (LSE), Bombay Stock
Exchange (BSE), or Johannesburg Stock Exchange (JSE Limited)), or an electronic
system such as NASDAQ. Much trading of stocks takes place on an exchange; still,
corporate actions (mergers, spinoffs) are outside an exchange, while any...
ed30d2c4d5 a future date by which the act (such as a purchase or sale) must take
place. ed30d2c4d5 In the event of default, the buyer of the credit default swap
receives compensation (usually the face value of the loan), and the seller of the CDS
takes possession of the defaulted loan or its market value in cash. However, anyone
can purchase a CDS, even buyers who do not hold the loan instrument and who have
no direct insurable interest in the loan (these are called... ed30d2c4d5

Financial economics option holders; Credit derivatives allow that payment
obligations or delivery requirements might not be honored. Exotic derivatives are
now routinely valued Financial economics is the branch of economics characterized
by a "concentration on monetary activities", in which "money of one type or another
is likely to appear on both sides of a trade" ed30d2c4d5

Derivative (finance) Derivatives can be used to protect lenders against the risk In
finance, a derivative is a contract between a buyer and a seller. The derivative can
take various forms, depending on the transaction, but every derivative has the
following four elements:. natural gas, electricity and oil businesses use derivatives to
mitigate risk from adverse weather ed30d2c4d5

The main participants are the larger international banks. Financial centres function
as anchors of trading between a range of multiple types of buyers and sellers around
the clock, with the exception of weekends. As currencies are always traded in pairs,
the market does not set a currency's absolute value, but rather determines its
relative value by setting the market price of one currency if paid for with another.
Example: 1 USD is worth 1.1 Euros or 1.2 Swiss Francs etc. The market...
ed30d2c4d5

Market (economics) Markets generally supplant gift economies. Markets allow any
tradeable item In economics, a market is a composition of systems, institutions,
procedures, social relations or infrastructures whereby parties engage in exchange.
Markets facilitate trade and enable the distribution and allocation of resources in a
society. Markets facilitate trade and enable the distribution and allocation of
resources in a society. ownership) of services and goods. It can be said that a market
is the process by which the value of goods and services are established. A market
emerges more or less spontaneously or may be constructed deliberately by human
interaction in order to enable the exchange of rights (cf. Markets allow any tradeable
item to be evaluated and priced. services are established. While parties may
exchange goods and services by barter, most markets rely on sellers offering their
goods or services (including labour power) to buyers in exchange for money
ed30d2c4d5



Options are typically acquired by purchase, as a form of compensation, or as part of
a complex financial transaction. Thus, they are also a form of asset (or contingent
liability) and have a valuation that may depend on a complex relationship between
underlying asset price, time until expiration, market volatility, the risk-free rate of
interest, and the strike price of the option. ed30d2c4d5
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