Concept of Financial Instruments
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Financial instruments refer to the documents that which represent

financial claims on assets. It refers to a claim on to the repayment of a
certain sum at the end of a specific period together with interest or

dividend. Examples : bill of exchange, share, debenture, government

bond, treasury bill...etc.

Financial Instruments: The written legal obligation of one party to
transfer something of value, usually money, to another party at some
future date, under certain conditions.
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Concept of Financial Instruments

IThe enforceability of the obligation is important.
IFinancial instruments obligate one party (person, company, or
government) to transfer something to another party.

IFinancial instruments specify payment will be made at some
future date.

! Financial instruments specify certain conditions under which
a payment will be made
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Features of Financial Instruments
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dThey are easy transferable.

J They have a ready market

dThey have posses liquidity.

JThey can be used as a security for raising loans.
(JSome of them have tax savings.

JThey have specific maturity period.

dThey facilitate future trading to cover risk
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