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Abstract

This research aims to study the effectiveness of the use of derivative financial instruments in
hedging against oil price fluctuations in the Iragi environment, due to the dependence of the Iraqi
economy almost completely on oil revenues and the consequent exposure of the general budget
and financial balance to severe external shocks. The research was based on a descriptive-
analytical approach supported by comparisons between the main derivative instruments (futures,
options, swaps), with a review of the relevant literature and analysis of the implications of these
instruments on financial stability. The results showed that the use of financial derivatives
contributes to reducing the degree of exposure to price volatility risks, but the effectiveness of
these tools in Iraq is still limited by the lack of legislative structure, weak local financial markets,
and lack of technical expertise in risk management. The research concluded that it is necessary to
develop the institutional and legislative framework and adopt modern financial hedging

mechanisms to ensure the sustainability of economic stability.

The study also included an analysis of the relationship between the level of hedging and net
income, and concluded that organizations using hedging tools achieve better financial stability
compared to those that do not use them. It also showed that the effectiveness of hedging increases
the higher the degree of volatility of oil prices, which supports the need to adopt flexible hedging
policies based on careful market analysis. The research recommended the need to train financial
cadres, adopt advanced analysis models, and encourage the adoption of hedging strategies as part
of the overall financial structure of institutions, especially in environments suffering from high

oil volatility.

Keywords: Derivative instruments — Financial hedging — Oil price volatility — Futures contracts

— Financial options — Financial stability — Risk management.
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