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The financial tsunami in recent years resulted in global
drawdown on stock markets and economic recession, which is
involved with the usage of high leverage derivative products.
Therefore, it needs to construct an effective derivative hedging
strategies to hedge the risk exposed. To assess the hedging
effectiveness of derivatives products, this study applies the method of
fast Fourier transform to construct options hedging strategies under
two methods of minimizing hedge risk and optimal conditional VaR.
The empirical results of options hedging on derivative products
indicate that the Monte-Carlo simulation and the stochastic volatility
model are relatively superior derivatives hedging models, and that the
hedging effectiveness of conditional VaR hedge generally

outperformed that of minimizing hedge risk.
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