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Abstract:

This study aims to illustrate the importance of financial innovation and products of financial
engineering in finding creative solutions to the conversion problems through the design and development
of tools and new innovative financial mechanisms, non-mainstream traditional tools, which facilitate risk
transfer, helping to provide liquidity element in financial derivatives in the secondary market. The
financial options are considered the most important types of financial engineering tools, which give the
investor a significant opportunity for the risk transfer he exposes and that through
moving them to other parties that have a greater ability to confront risks.

The study concluded that the Kuwait Stock Exchange proved through the investment in chance option
contracts that those investors of Arab financial markets could resort to innovative and modern methods of
investment to activate the financial market and to protect it from risks.

Key words: financial innovation, financial engineering, option contracts, financial markets.
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