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DERIVATIVES-A TOOL TO HEDGE YOUR RISK

Derivative contract is a contract whose value is determined by the changes i
asset. Underlying assets includes: stocks, bonds, commodities, currencies, i
indices. Derivatives are generally used as a tool to hedge risk but some people

speculation purpose also. Some investors called derivatives as financial instrument that has a value

based on the expected future price movements of the asse 0 mean ard, future, options or

any other contract that has a predetermined fixed duratio r secu‘es contract regulation act a

Derivative includes- A security derived from a debt instr an, whether secured or

unsecured, risk instrument or contract for differen r form of security.
A Derivative includes three types of participants: s, Speculators and Arbitrageurs. Hedgers are
the investors who use derivative as a kdgin ol to their future risk. Hedge is an investment

made in order to reduce the risk of adver rice movements in a security by taking an offsetting

persons who don’t invest any money but makes

persons who makes money ou difference between the stocks prices in two different markets
(equity and future

market.
Derivative iaud :Forwar ptions & Swaps. A forward contract is a non standardized
contract parties to buy or sell an asset at a specified future price and time agreed

upon is called the delivery price. Forward contract like other derivative contract
isato isk. The other form of Derivative-Future is best defined as a standardized contract to
d commodity of standardized quality at a certain date in future and at a determined
future price. party agreeing to buy the underlying asset in future is said to have taken a long

position and party which agrees to sell the underlying in future is said to have taken a short position.

Options are the refined form of Derivatives, in which one can go for a buy or sell positions. The trade in
options is on premium. Option is a contract that gives the buyer the right, but not the obligation, to buy
or sell an underlying at a specific price on or before a certain date. A Stock option which gives the
holder the right to buy an asset at a fixed price during a certain period is called as Call Option,
while an option which gives the holder the right to sell a stock at a fixed price is a Put Option.



An investor can trade in following types of options- exchange traded option, stock option, bond
option, over the counter option, index options etc.
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Premium plan for fulitime traders. Get Intraday, BTST, Multibaggers, 3-5 Day Positional and 3
Months Positional Calls in this single package!All calls are given during market hours only. No
Pre/Post market calls.Calls will reach you in time always. SMS may take 6 to 10 seconds. Calis

are sent through SMS or Yahoo IM. We track all open positions and advice accordingly. We send
both Eniry and Exit message.

Click For
detailed

Platinum: Equity,Stock FNO Nifty FNO & Multibaggers el




