
lvlillions o i  contracts Millions of contractsC 

Notional principal, trillions of dollars" Not~onai principal, trillions o i  dollarsa 

a. Notional princ~pal 1s the value on which payments are based, but it does not represent a liability of either party. 
b. Excludes currency options. 
c. Values represent combined global trading volume of exchange-traded futures and options. 
NOTE: Notional values of OTC derivatives have been halved to prevent double counting. 
SOURCES: Bank for International Settlements: lnternatlonal Swap Dealers Association; Futures Industry Association; Options Clearing Corporation; Philadelphia 
Stock Exchange: and the Federal Reserve Bank of New York. 

The volume of financial cleri\.atives 
continues to gron. at a rapicl pace. 
although the gron.tli has shiftecl 
somewhat horn the 01-er-the- 
counter (OTC) lnarket to tile 01-gan- 
ized eschanges. ?'he 37%) increase 
in notional val~le on tlic 01'C Inar- 
ket between 1993 ancl 199~~.  \\-bile 
still quite brisli, represents :L slon.- 
down from the S.io/ii aclvancc be- 
tween 1992 :mcl 1993. Esch:inge- 
traclecl cleri\.ati\.es increasecl their 
growth. with volu~ne u p  45% in 
1994 in contrast to a mcr-e 24(!,6 in 
1993. Some o1)servers attrilxltc this 

shift to a heightened concern ~vitli 
I-isk that has scared investors away 
SI-om the more complicatecl and ex- 
otic instrur~lents of the OTC ~narket. 
I<eep in mincl, however, that these 
ni~mbers d o  not inclucie mortgage- 
1)acked clerivatives, ancl that no- 
tional principal does not measure 
esposure to risk. 

Interest-rate contracts continue to 
clominate the OTC market, both in 
10131 volume and in gro~vth, ac- 
c o ~ ~ n t i n g  for E14.2 trillion of the 
S 1 5.3 trillion OTC contracts. Interest- 
rate s ~ \ ~ : ~ p s  also remain the clominant 

option-based instruments (caps, col- 
lars, floors, and swaptions) grew 
only 12.5% in 1994 after jumping 
120% in 1993. Folward-rate agree- 
iuents grew fatest-up 52%- 
within the interest-rate category. 

Interest-rate contmcts dominatecl 
excli;~nge-traclecl cierivati\.es as well, 
although other contracts also 
showed robust growth. Currency 
contracts, with volume up 45%, and 
ecluity-inclex contracts, with volume 
111' 43%, barely laggecl interest-rate 
contracts, \v\ihich saw value increase 
I>y '-46%. 
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