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A few statistics: Financial figures worldwide  

Global Debt OTC contracts World GDP

Sources: Bank for International Settlements; Worldbank; McKinsey Global Institute  *Approximate value 



2. Systemic risks generated by 

derivatives: two examples  
 

What are the main derivative products? 

 

1.Options 

2.Futures Contracts,  

3.Swaps and CDSs. 
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Example 1: Credit Default Swap 

• A CDS is a derivative product that allows its 

owner to protect himself against the risk of 

default of a reference entity. 

 

• It’s a contract into which a CDS seller enters for 

a fee. In the case of a credit event which affects 

the solvency of a major entity (Reference Entity), 

the seller compensates the buyer (Protection 

Buyer). 
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Comment: 

• It is not necessary to actually be exposed to the 

reference entity’s risk in order to enter into a 

CDS contract. 
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Example 2: Barrier Reverse Convertible (BRC) 
NZZ, 04.03.2013 

 
 



3. Possible solutions: 

 

1.A certification process for financial innovation 

2.Separation of retail and investment banks 

3.Stronger capital requirements for banks 

4.Micro-tax on electronic payments 

5.Simplified and more comprehensive regulations 

6.Adaptation of economics and finance courses. 
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