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Abstract 

A wave of financial innovations has appeared in recent years as result 

of dramatic changes in the economic environment in general and in the financial 

system in particular. 

Different kinds of instruments and processes which have the ability to 

reduce the ever growing financial risks are reviewed, also the different factors 

that enable such instrument and processes to prevent such instrument and 

processes to present exposure to financial crisis. 

The use of instruments is not available to the companies in the 

developing countries only throughout the international financing company 

(IFC) which gives the opportunity of risk management by the implementations 

of these tools. 

The main concern of management is to use these tools as a means of 

solving financial problems. These problems are mainly: the explosive to the 

risk floating interest rate , exchange rate risk management also has to 

understand the mechanism of each one of these tools and their ability to solve  

the financial problems. 

Finally we should mention that financial innovations were among the 

main causes of financial crisis occurred in 2008.  
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 Options 

Call option 

Put Option

American options

Europeen options

- Futur contracts 

 

- Forward contracts 
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