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Abstract

Derivatives are bilateral contracts or payment exchange agreements
whose values derive from the price of underlying assets, reference rates
or indexes. Derivatives are extremely versatile and high-technology
oriented financial products, as they help to manage risks, make lower
funding costs possible, enhance diversity portfolios, and set the trend of

the new era for the financial transaction.

Global market for derivatives barely existed until 1970s, but today it
appear that the term ‘derivatives’ gained widespread usage. Although
global market for OTC derivatives incredibly increases in these days, the
size of Korean market for OTC derivatives is still immaterial. However

the potential capacity of Korean market is huge.

As markets for OTC derivatives have rapidly grown, relevant legal
issues emerged from such growth. This study focuses on legal aspects
relating to derivatives transactions. This study aims to examine the
regulation of OTC derivatives business and introduces the Financial

Investment Services and Capital Market Act relating to OTC derivatives.

In this study, firstly, the legal definition of OTC derivatives is
discussed. Secondly, this study deals with the regulating systems of OTC
derivatives business, especially relating to the entry into it and its

operations. Thirdly, the protection of investors on OTC derivatives is



analyzed, especially relating to the persuasion of the investment and the
suitability rule. Finally, some improvement opinions on the regulating
systems of OTC derivatives business and the protection of investors on

OTC derivatives.

% Key Words : derivatives, OTC derivatives, futures trading, forward
trading, option trading, swap trading, persuasion of

investment, suitability rule
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