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Abstract

In the financial markets in recent years, derivatives have played a major
role in the decision-making process of companies, financial institutions and
investment funds. Derivatives have been adopted not only as hedging tools
but as a means of controlling risk; That is, reducing the risk when one
wants to reduce the risk and increasing the risk when one wants to
increase it. Low transaction costs and ease of use of derivatives gave
companies the flexibility to make adjustments to company or portfolio risk.
Companies in particular have been avid users of derivatives to manage
interest rates and foreign exchange risks. Derivatives in general carry a
high degree of leverage. When used improperly, the risks can increase

significantly, sometimes jeopardizing the survival of the company.
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