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Hedge the risk of low oil prices using swap contracts
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Abstract:

This study derives its importance from the importance and modernity of its subject in Iraq, and given the
great importance of the oil commodity for the producers of the research seeks to propose a tool of
financial derivatives tools (Swaps) to hedge the risks of low oil prices, oil and the importance of this study
is also embodied in directing the Iragi economy towards such financial innovations and an attempt to
contribute to the knowledge of Swap contracts. This research dealt with the theoretical aspects of
financial derivatives in general and swap contracts in particular and focused on the possibility of using
swap contracts in oil companies in order to seek to benefit from the advantages of those contracts, the
research sample included the South Refineries Company (Shuaiba Refinery) and Basra Oil Company
(BOC), The research relied on the monthly reports issued by OPEC on the prices of Basra crude oil and
the annual statistical bulletin issued by the Central Bank for the year 2021 to find out the risk-free
interest rate, and the main hypothesis of the research states that (swap contracts cannot be used to hedge
the risks of low oil prices relative to the product). This research concluded with conclusions and
recommendations that can contribute to improving the level and performance of oil producing
companies and help them achieve their goals, and one of the most important conclusions is that swap
contracts can be used to hedge against the risks of low oil prices by oil producing companies. One of the
most prominent recommendations proposed is that commodity swap contracts should be used to hedge

the risk of low oil prices in oil-producing companies in order to reduce costs and increase profits.

Key Words: derivatives, swap contracts, oil price fluctuations, hedging.
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L T Y, s, b, I
1 1 54.73 0 0 0.89
2 61.4 0 0 1.003
3 65.17 0 0 1.06
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