Strateglc Fmanc1al Management

—_— —————— vam ——— — —a T - B EmrE=s

Ruleg  of fovwaxd Cancellation

~ Cancellotion of fomoosd Conwact i< alwe

done. bu taking Countes Doqﬁmm 0N came (uwreny

o Qame cortmact 0¥ 2ome. mahmtu-

— 1

TE Oon’rmc.t i chngjﬂ_o;n due dake

Tn this caze the =everse o0xdew /position

will be, taken on that day's < Ccancellation /

|moatunty date] SPD’E yabe | Jc cgelf.

- _iL;EE_Cgﬂtmc.J: Js_cg_Ace\L&L Zbebm‘dua_@i;@ o

Tn this caze -the weverse posion IS taken

_,,,,,&mrgmg bl the. Cancellaton pedod i

the Orainal due date ¢ the fod from the

Adoke © Qancellahow o o
Ci-e fox left m.Li mcd;umjr_ . |
B //_ - —'““\\ . e s s _— Sl
Y YN __3_210 I
|l Contelladon ol
- . daie | Cowt’mdf o
L 2m JPwd _ - '__,— "_'__ﬂf o
I *m,te | R
5 TF fuwd is eﬁ:ﬁﬂded on due date.

_Then 9 transachon  tokes place -
1] Cancelation: of Owiginal. Contract [vee point U

i) Booking new ferd tuwd for cg[me(n_mahngr e

] @KUHAL DOSHI, CFA 9920546547



Strategic Financial Management

|Extention of (ortyact Wwhen (ustomes doesnt
lappeay on due date

_QQﬂ_aUahon _Rate S

_ |appeons, that dcujt
be‘gpphgam;lp “he Customeyx -

The. daie'on Which Customey
S Spot wate -+ mmf%m i L

|difference
_lsate. and Cancellohion  wate [ Point 4[ -

fAmount Pag@ba_bg the (ustomer ¢

Tt s +he
‘nal Contwact
‘0 be

behween +he  tugtomer’s Oxic
paid JCQ%_GL_QQD\C Y

__Suzap ib&g ‘1
4o cancellaton

Pt i an amount _pmd_hﬂ_baﬂt due
{lustomey, 40 another banl
in-the Intexbankt hastet -

| _ Pank genevally does a Swap by
tabing 1 hansaction o Slég)ot UL ﬁOLP

___Jcajjg Cover bu 0 TOWTSE DDSH—Ibn th the

limméciate foxtvasd: Al Hus is done on due

date.

"‘j'h{;émt on outm of funds

| - Bank toill C/hcmge
_xn{;em&f;m the m&bmez on the Cancellatibn
choxges pald bg hank by fancel LuLgf (ontyact

lon duwe. date - T is_Caltudated on banks signal
Covered ate. and the Tenene aate on matiaity

~ |9nkewest is caladated fox the dusatibn of

| © KUNAL DOSHI, CFA

~ R,9920546547



~ Strategic Financial Management B

d,n'sappemhce of ustomex  toom the due date

s |Total Cost chawge 40 _wustomer
= 2+3+Y

| © KUNAL DOSHI, CFA

- L, 9920546547



Strategic Pinancial Management

Zlimpow«tant featuwee  of dexivatives . o

~ D|Devivakies weduces uncertainity B

L hos  law ‘EQMQQQD cost U A volumel o

TL is hviébl%m\é“\r?mq;edw d -

Transackion {n desakive s done, today but

for setHement to be €xecuted on tuture

9T dexivative Qettlement | ean be A one eithex

hu  dedivexy ©Ff ascet v by nebing oft -
I —=—" <= = .

—_— — S

| ©OKUNAL DOSHL €CFA—— 9020546547



2 Strategic Financial Management
% | FORWARD FUTURES —
T ts 0TC in nature: [T isdraded on xchanges
N - only -

J

9|Th \%_(JJS:\:D;HM.SQCLLQMQ&\DX Tt hos Standowdised

. made. Contsact- Comtract only:
3)| Tt i \G’QS uqm in HLGLUG'\LM\‘UJ due to

nature. etandard  (onkwact.

_ QAH@‘_"_-.QQ‘M\( I\]Q___C ouniex. Apgﬁi%tm |
) Aefault 'msk
)| Tx s less wequloted |k is highly wequladed.

J ‘ *

d | Ovdexs booked ame either 0Y0eTS Mdﬁd_ﬁldag
_ lexecuted 0% cancetled: | & wevexted ot futuxe
B date. [ 8quare o&il

71at inibal, ’c imal,
Buu/geJi_hl-FommumLe,L Bu /&eil in future
on_maturily - Sell | o %
n:Lngt N =)= Sell/ Bugqjﬁumrﬂ;.
Spot IS hnu}@xm?dced - o
for C“_Q._mjimfﬁ ton_onl ;JJ _
— | OKUNAL DOSHI, CFA -




Strategic rinancial Management

[Tmp features of futures.

In  Tndua we  have 2tock and lmdﬁz&iummlg:

Majc\,mtu = 1 month_ 2 month._2month

L Tn calend o ol

__month

Future. Cortroct have .Zrapdosd ot Size.

Have. to be (ompulga'zmlu Souam‘ed OFf hefore

mo«‘rum‘w

Contyact £x Dl ¥ on

month -

losk %um’daﬁ of Lueny

On lem‘umLu ET

Chpuld  be

gquailbr +0 ST

oY else  Hryb Hcmgﬁ-

© KUNAL DOSHI, CFA

_ \99205£E§4§f




Strategic Financial Management

k| Paic ng future’s
| Theowtical  futuve  Paice. |
al Stock = TFP=S+¢c-D
b Commoobtu > T i—P = 54 C - Stmaqe (ost
*_3]| Avbitvage n futuves [ Steps B
| ® Compare AEP and TEP
& T¢ AFP £ TFP ~_AfpP > TEP
Futuye ie Undex-  Futuwe is Ovewvalue
- Value | g ou _'Sell ’
&b Buy il , _ S
) .
Today ;' W\a%um”w | Todawy Ma Hj?n’tu
long FO_ | Shoxt FO Shoxt Fo | long ro
Showt 30 lonaco \an 0. _sbm:i;SD
. Tnvest 3D de@gt@dm Jm:@ms_u AAd dive
Netgoin=TFP- AEP [ Netgain= AFP-TFP
X é_] Ma’mm S - ” | | N
i Toihal MO‘mln | o | o
] Maintainence, MQ'mm R ﬁ
| Ilﬂ Mmsgm Call = Inidal - — Balance tn )
Maxgin mom:gm_cﬂgﬁ__,__m_
B-E-P= TIM-NMM
- \ot Sixe.:.
| © KUNAL DOSHL CFA - l\‘9929_§4§547




Strategic Financial Management

Hedg’m_g with futum__w'

Be-= |
Bt =0

APe 3 O

for | Np of _ (By-PBp) xNP

Future ) (ontyact's £CQ
For | No of . 1 4 NP
OCS

[option] Contvacts — delta

© KUNAL DOSHI, CFA

{ 9920546547




\aluation of options.

Tn _the moneu 0N immediote exexc.mma ot

Strategic Financial Management

3
option, -the. buijex 0f dhe ophion makes %wn

O"«s D'm%t

. |Out of +the money on im

|

on nD‘UOr\ 1k weellts 1o losg 1o the buyex:

AL the. Money On \mm@d}m\h: QXP_“GUSJnO of

QN OD{—\Oﬂ Hovequwts in . no profit Oy no
ittt i iy

logs

(8]

HnNngic  + Time,

Nalue Value.

DELTR (8D -

S = Sesls D ODJU\OO Premium

L 5 D Undew\umq 0336t .

2 Sof Call op“u' Qn_."..ffémg\mmjs “+Ve.

g of PUJ( OP:HOn 1S always —\e

© KUNAL DOSHI CFA 7 | 9920546547




x‘x{-‘-.: et by A
{ i T
\___J1 N { 1

gt L

,_‘_:i’!? =

Strategic rinancial Management

Shoxt Call

- % | Featuwesg _long catl
~ Tl Option Position | Optien Buyew | Option Sellex
B C \cng / Shoxt ]

1 Asset Positon

[cali/ Put

| Rightt o Buy “he. |

0Stet 0N matuzity

Ohligation to Sexl
+he ossel on

@ ¢ x* .

motueity @ ' X

“éxpeda Hon

 Bullish 1

| Beaish L

Mox Lat- X4 ol

= \OE YS‘L-XJ 0—\

F’O,H Off

_~CO

+ CO

Premium

Pf-Co

PF+ Co

Pe L

Mox 9}010

Co (Umted]

St-% - Co[unlimited

1o [ imited |

gt -%- o [Unlimited ]

gl | Mox oss
i | p-g-p X+Co . X + (0

© KUNAL DOSHIL CFA

V9920546547




Strategic Financial Management

GO
(;.
:t""
1

-

Short Put

Option  Buyes

“Ophion Sellex

obligation +0 Buy the

Ri gjlt_‘m&elehe asset on

mobunty @ X nge”c on ma’m'ntu
HCAR'S o
| Bé,o'zs{sb \lf ) N E\Mi&% ’Y‘ ------ o _
Max [ X-8t 0O - MAx [X-8t o]
- Po + PO |
PF - Yo P+ Po
¥- 5t~ Po [Unlimited but-+o o [ Umﬁceo\lﬁ
e _;s3kED |
Po [Uimited X-S%- Po FUnU'mlked but
N  tost=o)
X =:Po H—PD
© KUNAL DOSHI, CFA { 9920546547




Strategic Fin

ko, i

ancial Management

e s ] e e T T e e s o e e -t -

Fosex  with-

10NS | e —— —

Position ?xpectq\:mn__,,

Bk |

 fwd | Futuxe

) exporter | FC A Fcy | sellfC | ShorbFeslong
: DC ¥ DCA | Buybe __ﬂ__lnng___nc;_gbm
- imetex EC | | F¢ T P)ubf FC | FC > <Shoet
- R DE DLV | Cetl DC | Shoxthes | fma

Op\f\or\g

~ llong Put/ghoxt cal] | -
\m\o call /<hoxt put

_ long Call / Showt Put o

T JD%;E\L’L Shoxt Call

- © KUNAL DOSHI, CFA

19920546547



T . S SR S ik B

m thL

%iraﬁegie ?iﬂancial Managementfﬁ

| Totevest Rate call c’md; put B

Coos and ﬂ 0OY Qe pmd 1N QY Years

e, 3 month _yate today will be_used o Calwlate

- _Qmi_-lp_be_pmdmgﬁtemﬁmmihs from tod ay-

This i due 4o fact that 15 Pg%ma\bg_c)jmdg

e aeXeymined-

9‘{.@:&33_;1@5 off date [Reset data], the vefevence

|wxate ig” pye- detewmi DﬁdMM Zettlement

itgelf

Thexe, 1s no Hme Value. fox Caog odeHooﬁrs

lof VR

Jos we certle -them on Como\p’non ot dunation

Caps _and_floox OMIMSQM

can tailoy Jrhe_c;x%m@m_en\: 40 Quit Yhese Qpecific

lheede  neg DP(‘JU U\‘i\u

| Grenexatl Ly, ch;g ¢ Plooy g%w&cmmt iﬁ?rms will
include -

Refexence  wate [-Jrgmmnu ugo;zj

(;Q!LD_—HQO_‘&_ soke Lmﬁ'w_Se_ nﬁgﬁ\&mg/jla@x_qn—m |
m’c\em_tﬁrata _Cap: o

© KUNAL DOSHI CFA R - R 9920546547




Siraiedic rinandial Management

f\mgﬁ_a oi_qgmﬁmémk_ [ Loan pexed] S

[Reset frequency  Quarterly, annually eic.

51 NodHonal t}m‘mipa\'
Tntexest  wate  Collax )

Toteyest CDHO(‘K 13 C,ominmahon OF QQPE,:E_ "i@_ v

wWhexe, Odbon holdes (s long in one and Shost
: ] ~J
IN_anothex-

g m&mmm Dmd a,nd ‘mulﬂd_fhzm%‘n_]mgw_
ond_Shert Dom{mn axe.

U 7ERD  (COST  COULRR

Mgﬁbﬁemmt |_FrRA

The hu,upx 0f tRA is the  bowsowes ¢ Q’I\‘t&lv.
Wwho  ame 46 Cover the wisk of 'msmo m‘ce“meg‘c

yate.

L Rexewan(e Rate jkﬁwfaghjgi

W\é Qé lex of FRA ig- H\e lendex Doﬁu Loho

wants o covery the msk of ?alhna Tntewes t

Rate -

Descaease in 4@?{1(‘@ Refexence Ratel

| © KUNAL DOSHI, CFa - 19920546547




’7—4‘

Sirategic Financial PMlanagement

éwao e on Qna t 'ko_enc(hgn%ﬂ one.
et of Cash flowd Ay anothex -

S0ap 1S o cewes of %?nmmd cmmemen’tq where,

Yhie, D&Hmcf can be 9 D0
‘ e - Q(lms Q; %QS&'Q%

Fedur&&_@(: _Tntevest Rm:e_gmap_ o

Tt pﬁ?ecﬁ\r\czhj Tmnclates @ Hr)o-lﬁna Yyate hobihjru

into e fxed vote, Uofmbl‘n and \me Uersa -

2)

“There. s no need nf? exohame of mnnnole oum‘t

and inteyest campunt [Pq‘ume;n{— / Rec@pﬂ (s also

Qettled on net bougis-

© KUNAL DOSHI, CFA { 9920546547




- btrateglc rlnanClal Management P
1 Ooh on Pb’l ung
% | Foymula DEMBLDQDD@I mﬁdal_ r -
Risk Neutyal mmuigmﬂ S N
Rs De*o’ RNM, |
B (suxPy) +(8d x Pd) = SoxC\ﬂs)t o Soxest

% |Formulas of 5£LC,L_%F_SLEDJ_&L

| Co= S0 x N(d) — x-e7Fx N cdz')”______'"""'_M

di = In[g\+[/¥+ o"}_xi___
LX) |- 2 I
 xNt
do = di -:.(><- \§:“ .

NCd)= Tt ig mb;oﬁmpa@ed Spot price
at ,mgmm%n_Le_&L

_ |N(d z) :,, | Prob M%@n%_ﬁ\éggcm P
2k Put call Paxity

QD‘VPO = ’CO‘-F X«é‘“_




= Strateglc Fmanmal Management

- 7)_4.“.. - et - — e

_Fowmula  of Bmamﬁl__'_model e
|Risk Neutxal ﬂmdeu’_&mﬂ_ o

ésrv!

Pg De'zr RNM, B |
(%uxPu\ﬁ*L_ded) SoxCH‘b’) m’ Soxe¥r

¥ |Formulas of Rlack %{__SLbDJ&S' lee

CQ”SDXN(al)'—"Xe xN(dz)

) di = In[ s\ +[rx+ o%i’\ %t .
X)) - 2] |
¢ x Nt -
do = di 5 ¢« xdt
B N(d)= Ttisa D’zrob of 4he exoec%ed SDD\' pice.
at ,mghmjlj_l e St
T TING@S: Pob. of exe’m:i&i'ng m?cj;éam atk x_
k| Puk call Pc@r\:u -
¢o+Po= Co+ X. e'"

OKUNALDOSHI CFA_ 49920546547




| OPTION  STRATEGN

1] Paotective Puk

Strateglc FlnanCIal Manar!_-‘..uuu

_ |3 (ovexed call

3| (‘c')\lfn’q )
4] etyaddle. B
: long . -
Shoxt
éﬁ%t&nxye
long _
Showt
6] But‘texﬂu QDW’CLd
Whth Call
uwth_?uf

3l _RBull_call

Be&wput

2l Rox %Vn%ni

@ KINAL DOSHI _CFA




