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Objective: To enable the students to understand the concepts and use of Derivatives in Risk Management
Pedagogy: A combination of Lectures, Case Analysis, Group Discussion, Seminars, Assignments, etc.

Module 1: Introduction: Meaning of Derivatives, forwards and futures contract, option, traders in
futures and option markets, functions of derivatives market, world derivatives market and
evolution of derivatives market in India.

Module 2: Forwards and Futures Contract: Valuation of forwards and futures, stock index futures,
valuation of stock index futures, hedging using futures contract and stock index futures
contract, adjusting the beta of portfolio using stock index futures.

Module 3: Options Contracts: Characteristics of option contracts, buyer and seller attitudes, option
pricing, risk and return on equity option, option trading strategies.

Module 4: Valuation of Options: A graphic analysis of call and put values, characteristics of option
values, models of valuation of option, Binomial Option Pricing Model, applicability of
Black and Scholes Model.

Module 5: Trading Risks and Regulations: Trading mechanism, types of orders, risks in derivatives
trading, regulations on derivatives, recent trends in derivatives market in India.
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