NCFM derivatives  Important points             by 
Concentrate on Calculations properly for more scoring.

Do more calculations as per examples given at chapter end in NCFM book.
Trading & clearing settlement chapters have 25 % wieghtage each.

Chapter -1

Derivatives trading commenced first in NSE on 01, June 2000 with cnx index futures trading.

Index options trading commenced on 04  June  2001.
Options on individual stocks commenced on 04  July  2001

Single stock futures   launched on November 2001.

Three Contracts are available for trading in derivatives ( one month, 2 month, three month) 

A new contract is introduced on next trading day following the expiry of near month contract. (first month contract expire)

Forward contract is ___

Who are participants in derivatives market : Hedgers, arbitrageurs, speculators.

What are OTC Transactions : (study)
Chapter -2

Impact cost measures the liquidity of stock.

Do calculations give at the end of chapter II

Nifty includes ____ stocks that trade most actively in NSE.

Best example for basket is ________ (ans. Index)

Index   calculation methods   1. Market capitalization 2.price weighted index 3. Free float method.

S &P 500 and FTSE-100 are   calculated in free float method.
Nifty, CNX IT, CNX Bank indices are owned , calculated and maintained by

_________.  (Ans.IISL)

IISL full form:   (India index services Ltd)

Nifty was started on November 3, 1995 with base value of ________. (ans.1000)

Chapter 3
Futures are tradable at organized Exchange , with standard contract sized, more liquid, margin is required , follows daily settlement. – True  

Forwards are customized contracts, OTC, less liquid, settled at end of a period.- True

Financial futures trading first started at CME Chicago mercantile exchange.
Spot prices of Silver, gold, wheat etc form base price for commodities future prices.
Spot prices of Equity shares,, index, interest rates, Foreign exchange prices form

 Base prices for  financial futures.

Buyer of an option has the right to exercise the option on seller. He doesn’t have obligation to exercise the option on seller/writer.

------------------------------------------------------------------------------------------------------------
Q. Spot price of nifty is 2140, 
investor buys   Nifty 2157  Call, with premium Rs 7.The Option is_________    
(Ans.out of money)
Q. XYZ company ‘s spot price is 70,  Rs.65 call option costs Rs.9 

What is the time value 
Ans. 70-(65+9) 

                                     = 70-74 =  4 

  time value is four rupees.

Q. Spot nifty is 2200 .  an investor buys 2220 strikeprice call option at Rs.10/- 

     Is it in the money, out of money  or at the money option.

Out of  money option would give _________ cash flow  when it is exercised immediately.
 a) negative  b) positive  c) neutral   d) I do not know.

Ans. (a)

