
 

 
 
 

FINANCIAL DERIVATIVE PRODUCTS AGAINST THE WEATHER RISK 
IN AGRIC  

Yazar / Author:  1 
Abstract 

Global change in weather conditions because of global warming has been causing significant 
economic devastation. Conventional insurance products are insufficient against the systematic 
risk which affects the cash flows of companies and their financial structures. Within the frame of 
the Weather Risk Management concept, derivative products which have been diversified by 
including all products regarding weather risk at organized markets of developed countries and 
whose trading volume has been increasing rapidly, have an effective protection feature. The main 
objective of this paper not only includes the derivative products which could be used against the 
weather risk in agriculture, but also empirically analyses the relationship between the risks caused 
by weather conditions and product prices in the Turkish agriculture sector. For this analysis used 
regression model, cotton and wheat, which are convenient for data sampling, and meteorological 
weather conditions in the cities where these products are importantly produced and traded. It has 
been concluded that the correlation between weather risk and prices is low due to the conditions 
specific to Turkey, yet required conditions are existent so as to develop an organized derivative 
market in the futures market. 
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