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https://www.100test.com/kao_ti2020/499/2021 2022 E9 87 91 E
8 9E 8D _E8 8B B1 E8 €92 499574.htm A derivative is a security
which “ derives” its value from another underlying financial
Instrument, index, or other investment. Derivatives are available
based on the performance of stocks, interest rates, currency exchange
rates, as well as commaodities contracts and various indexes.
Derivatives give the buyer greater leverage for a lower cost than
purchasing the actual underlying instrument to achieve the same
position. For this reason, when used properly, they can serve to

“ hedge” a portfolio of securities against losses. However, because
derivatives have a date of expiration, the level of risk is greatly
Increased in relation to their term. One of the simplest forms of a
derivative is a stock option. A stock option gives the holder the right
to buy or sell the underlying stock at a fixed price for a specified
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