COO4A1 Derivatives Market [4 Credits]
Learning Objectives: This course aims at providing an in-depth understanding of derivatives markets in terms
of concepts, structure, instruments and trading strategles for profit and risk management.
UNIT 1: Overview of Derivative Market : : (12 Hours) :
Meaning — Definition — Need — Features — Types of Products — Types of Functions — History and Growth in
India — Participants — Players — Functions — Exchange Trade versus OTC — Regulatory Mechanism of Indian
Derivatives Markets: The Role of SEBI — The role of Forward Commission — The Role of Derivative
Exchanges in India — LC Gupta Committee Recommendation on Derivatives.
UNIT 2: Futures and Forward Markets L . (12 Hours)
Meaning — Types of Futures — Features - Specrﬁcanons of Future Contracts - Futures Vs Forwards - Participants
in Futures Contracts — Payoff’s in Future Contracts — Futures Market Trading Mechanism in India — Types of
Margins and computation of Margins — Computation of Positions in Futures (Including Problems) - Pricing
and Value of Futures Contract - Cost of Carry Models — Reverse Cost of Carry Model - Strategies in Future
Contracts - Hedging — Arbitrage — Speculation — Index Futures — Features of Index Futures — Techniques for
Estimating Variability of Stock Price - Construction of Index — Types of Index Construction Methods — Hedgxng
with Index Futures. (Including Problems)
| UNIT 3: Options Derivatives 12 H urs)
Meaning — Types of Options — Features of Options - Call Options — Put Options - Payoffs in Options —
Moneyness in Options - Option Vs Futures - Option Positions — Option Margins — Trading Mechanism of
Option Markets in NSE and BSE - OPTIONS STRAGEIS: Factors affecting the Pricing of Options- Covered
Puts- Protective Puts — Put-Call Parity - Valuation of Options — Option Trading Strategies - Spreads — Straddles
— Strangles — Strips (Including Problems)
 UNIT 4: Volatility of Risk Measureme : r
Greek letters for Risk Measurement — Pricing of Optlons = Bmormal Option Pricing Model (BSOP) One Way
Model — Two Way Model — Limitations of BSOP- Black — Scholes Option Pricing Model — Significance —
Limitations (Including Problems) ;
. UNIT 5: Currency and Commodity Derivatives
:Currency Forwards — Currency Futures — Currency Optlons - Pnclng Tradmg Sﬁategles - Interest rate
Derivatives — Interest Rate Futures — Forward Rate Agreements (FRA) — Swaps — Options — Swaptions —
Trading Strategies - Commodity Derivative Markets : Introduction — Products — Functions — Trading
Mechanism in INDIA — Commodity Futures and Options — Pricing of Commodity Futures and Options —
Strategies for Hedging Speculation and Arbitrage in Comm?(i)ddities Derivatives
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