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E. L. Nayman (15;9-104), O. M. Sharov (23), Z. O. Lutsyshyn (10), Ye. A. Sha-
povalov (22) can be also found among those who studied these issues.

The above mentioned and other scientists usually study the tendencies of
the world market formation and its separate segments: stock, exchange mar-
kets, secondary financial instruments market and also ways to adjust the world
practice to Ukrainian environment. Moreover, the majority of scientists introduce
into scientific terminology the notion of «the fixed segment of financial market»,
which is no more identified with the money market.

The analysis of the previous period of establishment development of and
of some definite financial market segments reveals that any single part starts to
develop fairly if there’s a need for it. As the world practice proves, market estab-
lishment is related to the emergence of its extra-exchange forms. Exchange
trade comes out afterwards. In addition, the fixed-term contracts with introduc-
tion of market assets foresaw greatly the usage of instruments much the same
as financial.

The speculative objective was of subordinate importance. The key motive
of extensive practice of the fixed-term contracts on extra-exchange and later on
on exchange markets was the necessity for price risks insurance. That was the
way the forwarding contracts appeared and after their complete standardization
on stock markets futures contracts emerged which, in their turn, became more
attractive instrument for most profitable and risky investments, explicitly, they
started to be used in a speculative meaning.

Plungers, while buying risks apart from the basic assets, started to obtain
them, giving in such a way the opportunity to manufacturers and trade organiza-
tions to insure against the negative changes of prices and exchange rates in the
future.

At present the world global market provides such prospects:

¢ to hedge the risks related to the presence on a definite market, using
the correlation with other markets;

¢ to choose the most beneficial options of investment with an optimal
relation of profitability and risk;

¢ o analyze the essence of market phenomena deeper which can
hardly be figured out by analyzing of a separate market segment.

The fixed-term components, first of all, play a significant role in macro-
economic stabilization of financial sphere enabling its players to use the innova-
tional technologies and instruments to manage the system of financial risks. The
fixed-term market, especially its exchange element — futures, belongs to the
market of perfect competition, which daily encounters the interaction of supply
and demand due to their maximum concentration. The very market is used by
foreign scientists for analysis and illustration of modern economic theories, that,
in their turn, are used as a source for strategic and tactical decisions-making
based on analysis and projecting of future prices and rates of basic assets.
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Basically, the establishment of this market segment in Ukraine during the
reforms period has not been accomplished. The fixed-term contracts are made
neither on exchange nor on extra-exchange markets. Moreover, since 1998 the
National Bank of Ukraine «temporarily» banned the fixed-term currency-oriented
contracts. The key motive of such phenomena is the lack of complex analysis of
modern theories their practical application in the West.

This caused, in our opinion, fragmentary and non-systematic study of the
essence of the fixed-term financial instruments. To be more precise, only futures
and optional contracts with basic assets ranging from grain to currency, and in-
terest rates with simultaneous failures in exchange and trade practices have
been analyzed.

Within the first period of market transformations, the scientists and law-
makers from Ukraine, as well as from the other former USSR countries, held su-
perficial and rather stirring analyses of exchange markets. Moreover, their stud-
ies were generally based on Russian literature published before 1917 or during
the New Soviet Economic Policy that is the early 20-ies of the XX century. This
enabled to restructure characteristic for the XX century universal commodity ex-
changes, where the trade in different goods on terms of prompt delivery was al-
lowed. Similar processes took place during the period when stock exchange and
exchange markets were established.

Consequently, prospectless from today’s perspective exchanges as pow-
erful wholesale markets, were organized on a state level. At present, they are
transformed into centers for market surveying and fixed-term financial contract-
ing. Such state of affairs was preconditioned by adopted faulty exchange legisla-
tion that did not stipulate the practice of fixed-term contracts in exchange and
trade (3,2).

Next period of exchange establishment and its functioning in Ukraine
proved that it is impossible to plan organization of the real-stock rotation and fi-
nancial instruments through exchanges with informational technologies devel-
opment and increase in trade volumes. This was possible and feasible in the
early XX century, but in XXI century the urgent necessity in exchange develop-
ment on price risks markets emerges. These markets should function separately
from real assets markets facilitating the management of flows on macro and mi-
cro levels with price instability in a highly efficient way.

Within the next years it was rather problematic for exchanges established
in 1991-1992 to implement the fixed-term contracts. At the same time the adop-
tion of such imperfect laws as notorious Law «On Taxation of Enterprises» (1),
was rather unexpected for the stock exchange operators and for the state stock
regulation authorities. The law defines the fixed-term contracts: commodity, ex-
change, financial and futures, forwarding and options.

The State Committee of Securities and Stock Market (SCSSM) promul-
gates its own normative legal documents (18) and drafts a Bill «<On Derivative
Securities» (4). Nevertheless, it was never introduced in Supreme Council of
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Ukraine. However, on December 21, 2001, the Bill «On Fixed-Term Financial In-
struments» was adopted. It was put forward by the Head of the Sub-Committee
on Economic Legislation Issues of Economic Policy, Economic Management,
Property and Investment Committee, S. O. Moskvin (5). According to this Bill,
the term-fixed financial instruments include futures and options, mostly stock,
but the notions of «the fixed-term futures market» and «the fixed-term futures
prices» do not belong here, the full list of participants is not submitted either, etc.

The author studies the processes of futures markets functioning for the
last 10 years. It is worthy noting that currently, especially in Europe, those mar-
kets experience the revolutionary stage in their development, whereas the loss
of interest to such studies in Ukraine is observed. The above lead not just to de-
crease of dissertation works on exchange problems, but also to the exemption
from the normative part of the specialist curricula the courses «Exchange Busi-
ness», «Stock Market», and «Derivative Financial Instruments», etc.

The «Exchange Business» major allows for training of only first-level ac-
creditation specialists. At present it is possible to ascertain that neither market
exchange culture and scientific school redevelopment, nor specialists’ training of
a new generation able to operate in dynamic environment, was performed in
Ukraine. And all that occurs when, as financial engineers and professors of Saint
Jones University (N.Y.) G. F. Marshall and V. K. Bansall state, modern corpora-
tions feel a pressing need for such talents up to now concentrated in the ex-
change businessmen environment. Due to the companies’ stronger realization of
the necessity in risks analysis, in risks management and ability to reduce costs
at the expense of entering the non-traditional markets, such demand will defi-
nitely rise (11).

The numerous attempts to establish fixed-term segments on currency and
cereals exchange Ukrainian markets were condemned to failure against this
background. Such state of affairs conditioned considerable lagging in domestic
science on the latest financial risks management technologies under the in-
creased price fluctuations, definition of place and nature of fixed-term financial
markets in the forecasting of future economic profile etc.

It is obvious that during this period European futures exchanges become
more active. Most of them did not exist 10 years before. Nowadays London In-
ternational Financial Futures Exchange (LIFFE) and Paris Financial Futures Ex-
change (MATIF) have increased considerably their volumes of trade. Their
growth in contracts made per year equals to 500%.

The process of merging and integration of the European fixed-term ex-
changes that compete successfully with American counterparts can be ob-
served. Thus, in 2002 the first place in contracting took electronic exchange
EUREX (European Derivatives Exchange), which was established in 1998 as a
result of Deutsche Terminborse (DTB) and Swiss SOFFEX merging. This proc-
ess is accompanied with intensificated research and studies of new instruments
and technologies by scientists and practical financiers operating on the ex-
change and extra exchange markets. There is left much to do to catch up in this
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direction with East European countries and Russia, where futures markets pres-
ently are united with the world network.

Modern futures stock market is a financial institute that simplifies trade
considerably and reduces its price. Some western economists believe that such
exchange establishment was resulted by the commercial revolution and consider
it to have some organizational and planning force that makes the whole econ-
omy more dynamic.

Due to the operation of trade as well as industrial transnational corpora-
tions (TNC), the production, especially of agricultural and industrial raw materi-
als, is concentrated and centralized, which increases the marketability of goods.
Commodities enter the market as a commodity capital that is subjected to the
market change risks and this, in its turn, provides for insurance by the exchange
mechanism. Futures trade improves constantly as it is concentrated in the main
financial and world centers.

However, the tragedy of September 11, 2001 has showed all its vulner-
ability in the meaning of physical destruction. Nevertheless, in this case the
world financial elite has found the optimal solution of this problem through im-
plementation of real-time electronic tenders at different financial centers that
gave the opportunity to operate at the European and Asian trade markets for the
period of the American tragedy.

The futures market’s economic nature varies constantly. This problem
causes not only theoretical interest, but it is also very complicated and compre-
hensive. As a specific financial institution, that meets the needs of commodity
and, lately, financial markets, futures market is a price market that defines the
exchange quotations and via the hedge mechanism the actual prices of real
goods or financial instrument.

At present, futures exchange is a financial institution that completes cred-
iting of banks on the stage of marketing and storage of goods. This instrument
redistributes the produced value added and investment sphere. The companies
that regularly use the futures mechanism are more competitive due to possibility
to optimize the price of goods, capital and currency.

Lately, the futures exchange significance increases as the capital flows
here. Under the modern state of affairs, one of the key reasons of economic
transformations is the paper currency devaluation that is imperative for ex-
change too. Characteristic for such economy money «outflow» into commodities
stimulates investing in the fixed-term contracts. Devaluated money investment
into the goods privilege matters greatly for investors.

It is essential to emphasize also the growing interrelationship of the fu-
tures exchange trade with the banking sphere. For the last 10-15 years the
banks from developed countries take an active participation in the futures trade
expansion as they are attracted by high profitability of credits allotted to specula-
tors and hedgers. Interest rates of these credits exceed the standard norms.
Some banks actively speculate on the stock exchanges by their own, operate
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with the exchange gold stocks and other precious metals of the futures commod-
ity exchanges.

Ukraine still faces the urgent problem of prices and rates insurance during
the export-import operations as main international markets have great market
fluctuations amplitude. This can be equally applied to the commodity, raw-
material and financial markets. It is worthy to sanction the Ukrainian exporters
and hedgers to hedge on international futures markets so far since some of
them do operate already through their offshore affiliations.

More pressing is the problem of prices and rates forecasting. Therefore,
we consider it to be more reasonable to view the process of domestic fixed-term
financial market establishment, including futures, in a broader context. The point
is to develop the adequate derivative financial instruments that would meet the
commodity and financial markets needs, to form a professional community of its
participants and modern exchange infrastructure, to create favorable environ-
ment for Ukrainian investors on the foreign markets.

During 1990’s, the world economic development was characterized by the
increased price instability. Moreover, price fluctuations acquired unexpected
scope, the rate, frequency and amplitude of price fluctuations grew immensely.
Occasionally, the so-called price «shocks» occur. Thus, in 1987, 1997 and 2000,
the oil price leap caused a crisis phenomenon on all markets including financial.
After the Breton-Woods system of stable exchange rates collapse, the inflation
processes increased up greatly, resulting in volatility of interest rates.

It is difficult to predict these processes because they occur during the
market globalization period. Global processes emerge in the economy as a re-
sult of the global production and marketing development, when a company
ceased to depend just on capital markets of the country of its origin and learned
to mobilize it on other markets abroad.

Following the author, it is necessary to define the futures markets’ place in
the structure of financial markets. This would allow to seize its economic es-
sence, to show the role and meaning of economy in general. Most of domestic
investigators of the world financial market segment it using the terms of con-
tracts as a defining feature. As a rule, according to this feature, financial market
is segmented into money market and capital market (6), (7}, (21).

Nonetheless, the foreign literature presents a bit different approach. Thus,
rather untraditional structure was presented by Saint-Jones University (New-
York) professors M. V. Eng, F. A. Lis and L. G. Mayer (24). According to their
version, financial market is composed of 5 elements such as: national financial
markets, traditional international financial markets, international currency mar-
kets, Euromarkets and offshore banking markets (Fig. 1).
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National financial markets are composed of money markets, short-term
and long-term loan capital and currency market. Developed markets include also
the market of derivative financial instruments (futures and optional contracts).
However, such markets are restricted in some way by the state economic policy.

Traditional international financial markets provide services on loans and
investments between residents of two countries using one currency. For in-
stance, in 1998 «Ukreximbank» took a 30 million German mark credit guaran-
teed by the Cabinet of Ministers of Ukraine and amounting to for financing small
and medium business development (9). Such operations run according to the
rules established between contractors.

International currency markets make it possible to carry out a real-time
trade in different currencies on the leading currency centers, such as New-York,
London, Tokyo, Frankfurt-on-Main, Paris, Chicago, etc. The statutory rules and
the rules set by self-controlled currency market organizations regulate the pro-
cedure of contracting on these markets.

Euromarkets consist of Eurocurrency markets, Eurobond markets, Euro-
dollar futures and options markets, currency and interests swaps markets.

Offshore bank markets can be divided into: «paper» and «functional». The
first ones relate to the process of documentation arrangement, only few or no
operations run there. The second ones are strongly related to the deposit opera-
tions and crediting. The banks, to avoid control of their activity and to minimize
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tax payments, use such «securities» centers as Bahama and Cayman Islands. A
number of the fixed-term contracts are made here; derivative financial instru-
ments are purchased and sold here.

Apparently, the above structure of the world financial market is based on
such classifying feature as state regulation. But every element of this structure
has the fixed-term financial instruments in its use. In this context
O. M. Mozhovyy (14), O.D. Vasylyk (6), A. Q. Zadoya, |. P. Tkachenko (7),
A. A. Chukhno, S. A. Selinkov (21), I. V. Tokmakova, V. H. Krasnov (20) rela-
tively conditionally divide the financial market into the money with other payment
means market and the capital market, which, in its turn, is composed of medium-
term and long-term bank crediting and securities market. Some authors of this
paper specify the currency market by the peculiarity of its regulation though in
this case the other classification criterion can be used. O. D. Vasylyk (6, 322)
singles out the financial services market.

It is essential to draw attention to a rather superficial analysis of this prob-
lem, shown in |. V. Tokmakova’s and V. H. Krasnova’s (20;112) paper in particu-
lar. From our point of view, when analyzing the existing economic process, it is
essential to go far beyond educational aids and textbooks, to consider the
monographs and dissertational works of Ukrainian as well as of foreign scien-
tists. Moreover, some textbooks, such as published recently in Russia by
A. A. Kylyachkov and L. A. Chaldaeva (8) comprise a different interpretation of
the similar categories and notions. Thus, initially these authors submit a tradi-
tional structure of financial market presenting it as a system of interrelated cur-
rency, credit, and securities markets (8, 13). Afterwards, the credit market is
segmented into money market, capital market and financial market. Further-
more, the latter absolutely reasonlessly is identified with the securities market (8,
18).

Such Ukrainian scientists as |. V. Tokmakova and V. H. Krasnov, men-
tioned above, made several oversights too. Thus, their studies contain a range
of essential deviations in the financial market structure revealed above. Firstly,
the notion of «the debt instruments market» include the securities market, as
even share is a title of property and emitter’s liability to shareholders at the same
time. Secondly, the financial derivatives market is analyzed fragmentarily and it
is integrated with the securities market, while currency swaps, forward and fu-
ture contracts are not securities, though they are the derivative financial instru-
ments.

After that, the above-mentioned authors suggest the structure of the world
financial market resembling an overturned triangle (Fig. 2) where the scopes of
commodity and services markets are shown as really small ones in comparison
with the loan capital market and with the derivative financial markets.
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Every segment has a considerable quantity of liquid instruments, permit-
ting to develop the highly efficient investment strategies. Exchange fixed-term
segment of these markets is the most transparent. That allows to use different
fixed-term contracts, to implement individual trade strategies predetermined by
events that are happening in the world. When a participant of a fixed-term mar-
ket stands at a real manufacturer’s and consumer’s side, it helps him to handle
problems (insurance, forecasting of future profits etc.). It is noticeable that pro-
fessional participants of the above-mentioned markets get online and general-
ized (supplied with analysts’ commentaries) information on price and rates dy-
namics continuously. This information is published in many economic publica-
tions (newspapers, magazines, exchange reports) and is in the Internet. Apart
from such famous daily financial newspapers as «Wall Street Journal», «Finan-
cial Times», there is at least a dozen publications, that analyze different informa-
tion on the above markets, available in market economies every day.

In France, for example, a public newspaper «Bourse Plus» (20), the
magazine for professional investors «Action Future» (26), specialized financial
magazine «Finances Magazine» (25), and many others can be found among
them. Most of them are issued with the educational purpose. Today the most
popular are the articles that study problems of the technical analysis, teach indi-
vidual investors how to use such innovations for French market derivative finan-
cial instruments as options and warranties. And all that happens in a country,
where the scope of derivatives market is miserably small. Ukraine has no publi-
cations of that kind. Information on financial market and its functioning compo-
nents is published in a weekly magazine «Business» and «Stock Market» maga-
zine, «The Bulletin of National Bank of Ukraine» magazine plus it is also obtain-
able from the pertinent Internet web sites.

The global financial markets have the fixed-term financial instruments that
reflect the commodity market dynamics. There are the futures and optional con-
tracts covering the commodity futures price indices. Well-known is «The Gold-
man Sashs Commodity Index» (GSCI), which has 26 greatest futures contracts
covering the primary commodities that are the objects of international trade in its
database. This index reflects the price volatility of monthly close commodity fu-
tures. It is used by institutional investors for portfolio speculations, hedging
against inflation and commaodity price risks along with interest, currency and fu-
tures, covering the stock indices.

It is obvious that the dynamics of the above-mentioned and equivalent in-
dices, as a rule, corresponds the inflation index (27) (Fig. 3). The diagram illus-
trates a substantial rise of price on primary goods during 1982 — 1998, their sud-
den drop in 1999 and rise in 2001 and, again, a falling inclination at the begin-
ning of 2002. As a result, a unique tendency of the fixed-term financial instru-
ments, including futures and optional contracts covering the primary goods to
serve as the world commodity market indicator, can be observed.
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As we can see it, financial market apparently represents the dynamics of
commodity and financial real market segments. Its value can hardly be overes-
timated in this context. Explicitly, it is possible to assert that the process of the
fixed-term markets functioning can merely be the object of investigation — it is a
special trend of financial science.

We absolutely share D. M. Mykhailov’s standpoint (13; 47 — 51). In his
paper based on famous foreign researcher J. Christopher's (28) study, Myk-
hailov puts forward the idea of introduction into the famous financial market
segmentation the notion of tertiary market for the fixed-term segment identifica-
tion apart from the existing primary market that secures financial instruments
and secondary, that guarantees their liquidity.

To support the author’s view and to innovate it, we suggest our interpreta-
tion of financial market. The Fig. 6 schematically shows the model of financial
market by differentiating the key subjects (economies, state, enterprises, banks,
other financial intermediaries) which interrelate in terms of purchase and sell
with financial instruments with the aim of investment as well as investment fi-
nancing. The diagram illustrates the source of all market participants financing
directly and via financial intermediaries on exchange and extra-exchange market
segments. The fact that the fixed-term market instruments are, as a rule, out of
balance increases their risks significantly, is also emphasized.

Special statistics of their functioning, provided by international financial
organizations, proves the feasibility of the fixed-term markets belonging to the
tertiary market. For a long period quarterly and monthly reports on fixed-term de-
rivative markets activity of the World Bank, International Monetary Fund, Bank of
International Settlements etc, pay less attention to this.

Hence, in the report of Bank of International Settlements (BIS) for the third
quarter of 2001, (29) a sizeable article «Derivative Financial Instrument Market»
was published. According to their estimates, the growth of exchange futures and
options contracts’ cost as on October 1, 2001, as compared to the second quar-
ter of this year, was amounting to 139,700 billion dollars or 3%. That was the
new record registered recently. We assume it is essential to correct the percep-
tion of these reliable statistical data without delay. A number of foreign markets
researchers (and, based on their results, some our scientists as well) compare
the real financial markets income with the derivative financial markets income.
Furthermore, we do not find the received results credible.

Thus, famous scientist Z. O. Lutsyshyn’s (10;50) comparison of financial
aggregate (lacking the explanation of this notion’s essence) with financial «bub-
bles» that exhaust the real economy is based on contrast with USA’s economy
only. The latter amounts to 16 trillion dollars with the derivatives amounting to 55
trillion dollars. We consider such comparisons to be senseless as the investment
into tertiary market cannot be oriented at the number of contracts made, such as
futures and options. When entering into futures and options contracts, only 2 —
10% of real funds and liquid securities as marginal payments or premiums are
really invested. Those are the highest risk investments. Marginal payments, in-
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vested into futures or optional contracts, can be highly profitable or loss-making
several times as much.

K. Penzyn (17), the expert of Moscow Interbank Money Exchange — one
of the liquid fixed-term floor at the Russian Exchange Market — has been rather
persuasive in signifying this aspect. The only comparison of CME derivative
market scopes which in 2000 were amounting to 155 trillion dollars with the
NYSE and NASDAQ Stock Market scopes that in 1999 were amounting to 13
trillion dollars, proves the exxageration of tertiary market development.

Nonetheless, K. Penzyn understood perfectly well the essence of futures
and options contracts. Therefore, he made his own calculations of the real
amounts invested into the optional contracts covering the stock of Chicago
Board Options Exchange (CBOE) and American Stock Exchange (ASE). Ac-
cording to his rough estimates and statistical data of the above exchanges, the
real options market scope in terms of premiums and payments was amounting
to about 530 billion dollars, i.e. only 4% of stock market scopes. So, does it
make sense to talk about financial «bubbles»?

Consequently, the adequate reflection of the tertiary markets scopes is
crucial nowadays for the Western economies as well. Moreover, the main indi-
ces of the statistical reports of exchanges and other financial institutions on op-
eration of derivative fixed-term financial instruments on the exira-exchange mar-
ket were once accepted on the basis that the participants discounted the opera-
tions according to the balance, and the exchanges did not wish to reveal the in-
formation on marginal payments covered by futures contracts and payments
covered by optional contracts. As an alternative, the statistics on the amount of
the agreements signed and the quantity of opened positions was introduced.

This aspect, to our mind, needs consideration in Ukraine while forming the
fixed-term, exchange in particular, futures markets. It is essential to apply obliga-
tory accounting for exchanges on marginal payment plus calculations while per-
forming or settling futures contracts and premiums amount, plus the calculations
while options contracts performing. Alongside with the common world market
statistics, this one will allow to reveal the share of especially risky investments
and the expenses on hedging within the general financial market scope and
normally to avoid incorrect configuration of financial market.

The Figures 7 and 8 show the overall world exchange trade volumes in
main fixed-term derivative financial instruments which involve the long-term and
short-term interest trade contracts, exchange indices contracts, currency con-
tracts for the period from 1997 till the first half of 2001 as well as outside the
world economic areas. The above diagrams show a substantial increase in ex-
change contracting for the first half of 2001 covering mainly the short-term inter-
est rates. That indicates the credit risk increase on the world financial market.
The small amount of currency contracts verifies the tendency of currency risks
decreasing. This is possible due to introduction of Euro. The analysis of the sec-
ond diagram shows that Europe holds about the half of the world fixed-term
market.
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such contracts simultaneously in Europe and the USA is a sign of their wide op-
portunities that attract new players to participate at these markets.

The Fig. 13 shows the tendency of rapid growth in the amount of futures
and options contracts made, which cover individual shares and stock exchange
share indices as well as extra-exchange trade floors for the period of 1995 —
2000 in terms of quantitative parameters and different economic areas. Thus,
firstly, along with the increase in the amount of agreements covering the shares,
the futures covering the individual bonuses, emerge. Secondly, the volumes of
trade in options covering the European shares are approximately equal to the
instruments trade volumes on the USA fixed-term market.

In 2001 the quotation of 25 contracts covering the European share of
American emitters (Contracts of Universal Stock Futures) at the LIFFE was in
progress and 8 contracts covering the famous Holland emittents share were
quoted at Euronext.

In December 2000, according to the new Commision’s on Futures Trade
act, the Shade — Jonson interdiction on practicing individual share futures con-
tracts was abolished. That influenced the competitiveness of the American fixed-
term exchanges. The latter now can compete for the clients with the Europen
ones.

The need for these instruments can be explained by the influence of sev-
eral factors such as:

¢ the share indices instruments (futures and options) can not be used
all the time from the risks insurance point;

¢ the index instruments do not take into account such essential charac-
teristics of the individual shares as the relation between the profitabil-
ity and the number of small shareholders, pension systems etc.

The modification of the derivative financial market instruments’ structure
and the emergence of brand new products would cause the increase the number
of participant. Here belong:

State and private organizations hedging these investments;
Banks and banking organizations, corporations and companies that
use the derivatives in the system of risk-management and for receiv-
ing the benefits due to the high level of financial force;

¢ Institutional investors that implement the portfolic hedging strategies;

¢ Institutional funds for additional profits obtaining and hedging;

¢ Hedge funds and currency market funds for investment into this highly
profitable market sector;

e Traders and dealers of the real raw material, capital and currency
markets for obtaining information on basic assets prices, taking deci-
sions on hedging and speculating.

Thus, when summing up, we can specify the following tendencies of fixed-
term market development as the tertiary segment of the financial market:
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* A considerable growth in trade volumes (the amount of contracts and in-
vested marginal payments and bonuses according to the options plus
the estimates when agreements are implemented);

e The hedge character of market (about 70% of participants are the hedg-
ers);

e Fundamental transformations in exchange infrastructure (transfer to
electronic tenders, consolidation and merging of exchanges, establish-
ment of Pan-European fixed-term trade floor, exchange becoming a
non-commercial organization, release of exchange shares on terms of
open tenders for shares, unification of clearing systems);

¢ Prevailing development of an especially risky extra-exchange segment;

e Growing number of participants and significant enlargement of their
structure;

¢ Liberalization and implementation of new approaches to state regula-
tion, delegation of regulative functions to the exchanges;

¢ Establishment of independent electronic systems with the Internet ac-
cess for accumulation and sorting of orders, putting into practice elec-
tronic trading;

¢ Concentration of extra-exchange market which is almost non-regulated
among several participants;

¢ Implementation of international regulations, harmonization and unifica-
tion with assistance of International Organization of State Control;

¢ Exchange and extra-exchange approximation by means of exchange
clearing system;

¢ Inability of official statistics to reflect the real volume of investments into
the fixed-term financial instruments.

Foreign scientists together with participants work intensively on this prob-
lem, improving the instruments and infrastructure of future markets and correct-
ing them with the aim to improve their efficient functioning. To our mind, Ukraine
needs much to correct the recently adopted conceptions on exchange raw mate-
rial and stock markets in terms of introduction of sections concerning the meth-
0ds and directions of highly efficient fixed-term market establishment. It is worthy
to examine closely the laws and bills in force, which specify these contracts to
harmonize them.

For the fixed-term (futures) market preformed its functioning to accumu-
late and dissemination of information, it is essential to keep the balance between
the access to information reward and its decrease through competition. To au-
thor’s point of view, now Ukrainian fixed-term components of commodity and fi-
nancial markets cannot develop successfully since the monopoly on information
by several market participants including corruption officials is extremely high.
That makes it possible for them, due to the lack of competition, to gain huge
profits without forecast distortion of the future prices and rates.
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In order to implement crucial transformations of Ukrainian economy, it is

essential to take economic decisions together with the political will of people who
are in charge for future transformations.

Futures prices are the information open systems with competitive access

to information. These very segments should help in big business development
legally. 1t should facilitate the operation with informational confidence concerning
future prices and rates and to apply dynamically financial innovations as foreign
partners in all powerful corporations and financial institutions practice success-
fully.
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