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Types of Settlement

Uses
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Guess the 
Topic!

Specifications of Futures Contract
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Points to 
Discuss • Futures Contract – Meaning

• Difference Between Forward and 

Futures Contract

• Futures Contract  - Specifications
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Futures contract - Meaning

A futures contract is an agreement between two
parties to buy or sell an asset at a certain time in the
future at a certain price.
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Features & Limitations of Forward 
Contract
• Bilateral Contract

• Counter party Risk

• Unique in
specification

• Contract Price is not
available in Public
domain

• Lack of Centralized
Trading

• Illiquidity
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Difference between Forward and Futures

FUTURES FORWARD

Trade on an organized exchange OTC in nature

Standardized contract terms Customized contract terms

Hence more liquid Hence less liquid

Requires margin payments No margin payment

Follows  both daily settlement  and Final 

settlement

Settlement happens at end of period
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Specifications

• Assets

• Contract Size

• Place of Delivery

• Time of Delivery
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Specifications 

• Expiration
• Contract Size
• Initial Margin
• Price Quotation
• Tick Size
• Tick Value
• Mark to Market
• Delivery Date
• Daily Settlement
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How to buy futures contract
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Assessment

In futures contracts, all of the following parameters are usually
standardized by way of contract specification, except the
__________?

a) Quantity

b) Quality

c) Price

d) Tender Period/ Delivery Period
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Answer: Option D



Summary

• Meaning of Futures Contract

• Limitations of Forward Contract

• Specifications of Futures Contract

• How to Buy Futures Contract
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Reference

https://www.cmegroup.com/education/courses/introduction

-to-futures/learn-about-contract-specifications.html
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