

FINANCIAL ENGINEERING DW
Directed works 01

Answer the following questions :

1- What are the causes of financial engineering emergence
2- What are the defferent financials problems 
3- How can financial engineering resolve financial problems
Answer 01 :
1-The main reasons for the emergence of financial engineering
    Risk management:
    The primary goal was to create new mechanisms and tools to hedge against increasing risks in financial markets, such as exchange rate fluctuations and rising interest rates. 

World events:
Major events such as the collapse of the Bretton Woods system and successive stock market collapses have increased the need for new ways to protect investment assets. 
Improving financial performance:
Financial engineering seeks to improve the financial performance of organizations by improving their financial operations, better managing investment portfolios, and designing new financial products






Answer 02 :
Financial engineering can resolve problems related to risk management, such as market fluctuations and interest rate changes, by creating innovative tools like derivatives and hedging strategies. It can also address investment and funding issues by designing new financial products to meet specific needs, optimize portfolios, and improve efficiency, as well as solve liquidity problems by increasing market liquidity and creating new opportunities. 
Risk Management 
· Mitigating market volatility: 
Financial engineering helps manage risks associated with market fluctuations, such as changes in stock prices or currency exchange rates, by creating products that can hedge against these movements. 
Managing interest rate risk: 
It is used to address the financial risks arising from changes in interest rates. 
Spreading credit risk: 
Through instruments like credit default swaps (CDS), financial engineering can transfer credit risk from one party to another, helping to reduce risk exposure on a single portfolio. 
· Investment and Funding 
· Creating tailored financial products: 
It designs and develops new financial instruments, such as customized bonds, preferred shares, and derivatives, to meet the specific needs of investors or companies. 
 * Optimizing portfolios: 
Financial engineering can help create new investment strategies and optimize existing portfolios to enhance returns and manage risk more effectively. 
 Improving efficiency: 
It creates solutions to lower transaction costs and provide more efficient use of financial resources. 

Liquidity and Market Efficiency 
· Increasing market liquidity: 
The development of new markets, like the one for credit default swaps, can increase market liquidity, making it easier for investors to enter and exit positions. 
 Addressing market inefficiencies: 
Financial engineering can be used to create solutions to problems arising from market inefficiencies, and it plays a role in developing products to fill gaps in the market.
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-Financial engineering can resolve problems related to risk management, such as market fluctuations and interest rate changes, by creating innovative tools like derivatives and hedging strategies. It can also address investment and funding issues by designing new financial products to meet specific needs, optimize portfolios, and improve efficiency, as well as solve liquidity problems by increasing market liquidity and creating new opportunities. 

