
IJARSCT  ISSN (Online) 2581-9429 

    

 

       International Journal of Advanced Research in Science, Communication and Technology (IJARSCT) 

                             International Open-Access, Double-Blind, Peer-Reviewed, Refereed, Multidisciplinary Online Journal 

 Volume 2, Issue 6, January 2022 

Copyright to IJARSCT                   261 

www.ijarsct.co.in                                                   

Impact Factor: 5.731 

Financial Instruments  
Mr. Nilesh Shivratan Dave   

Shri G. P. M. Degree College, Vile Parle (E), Mumbai, Maharashtra, India 

 

Abstract: Financial instruments play a crucial role in modern economies, serving as tools that facilitate 

the flow of capital, manage risk, and enable various financial transactions. This abstract provides an 

overview of various financial instruments, highlighting their diverse nature and functions within the global 

financial system. 

The first category of financial instruments includes traditional instruments such as equities, bonds, and 

money market instruments. Equities represent ownership in a company, providing shareholders with a 

claim on its assets and earnings. Bonds, on the other hand, are debt securities that allow entities to raise 

capital by borrowing from investors, with periodic interest payments and the return of principal at maturity. 

Money market instruments, including Treasury bills and commercial paper, serve as short-term debt 

instruments with high liquidity. 

Derivative instruments constitute another significant category, encompassing futures, options, and swaps. 

Derivatives derive their value from an underlying asset, index, or rate and are widely used for hedging, 

speculation, and managing risk exposure. Futures contracts obligate parties to buy or sell assets at a 

predetermined price and date, while options provide the right but not the obligation to buy or sell assets. 

Swaps involve the exchange of cash flows or other financial instruments between parties. 

In the realm of alternative investments, financial instruments like private equity, hedge funds, and real 

estate investment trusts (REITs) offer investors opportunities beyond traditional markets. Private equity 

involves investing in private companies, often with the goal of achieving capital appreciation. Hedge funds 

employ various strategies, including long/short positions and arbitrage, to generate returns. REITs allow 

investors to access real estate markets through a publicly traded vehicle. 

Furthermore, digital assets have gained prominence, with cryptocurrencies like Bitcoin and Ethereum 

challenging traditional notions of currency and financial instruments. These decentralized digital assets 

utilize blockchain technology for secure and transparent transactions, presenting new opportunities and 

challenges in the financial landscape.  
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