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ABSTRACT

This study investigates the impact of macroeconomic and market-specific variables on stock returns, in addition to
the effect of investment styles, i.e., value and growth investing. It focuses on the region, stock market and examines
the risk and uncertainty in future markets through sensitivity analysis. The results provide valuable insights for
investors, policymakers, and scholars. By analysing the influence of macroeconomic variables, including GDP,
inflation, and interest rates, on stock returns and assessing the efficacy of various investment strategies, the research

adds to the literature base on stock market behaviour and investment choice.
INTRODUCTION

Sensitivity analysis helps in assessing how changes in input variables impact the outcome of a model or financial
position. In futures markets, it provides valuable insights into how shifts in market conditions—such as price
volatility, time to maturity, and underlying asset prices—can affect the value and performance of a futures position.
By identifying the most influential factors, market participants can make more informed decisions, develop hedging

strategies, and prepare for a range of possible market scenarios.

This paper explores the pivotal role that sensitivity analysis plays in navigating the uncertainties of futures markets.
It examines its methodologies, practical applications, and its contribution to enhancing the robustness of risk

management frameworks.
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NEED OF THE STUDY

The need of studying sensitivity analyses in managing risk and uncertainty in future markets is crucial for taking
informal decision-making and effective risk management. By applying sensitivity analysis, financial institutions,
investors, and risk managers can better identify and mitigate potential risks, optimize portfolios, and develop robust
strategic plans. this is important because it can help professionals to make more informed investment decisions,
manage risk more effectively, and ultimately achieve their financial goals. By investigating the applications and
benefits of sensitivity analysis, researchers and practitioners can develop more effective tools and techniques for

navigating complex decisions.
SCOPE OF THE STUDY

The extent of research into the application of sensitivity analyses in managing risk and uncertainty in future markets
is extensive, ranges from applications such as financial risk management, portfolio optimization, to strategic
planning. this research can be applied to many industries, for instance, finance, investment, and risk management,
through its ability to offer useful insights for making better-informed decisions, improve risk management processes,
and maximize portfolios. Through an examination of sensitivity analysis applications and advantages, researchers
and practitioners can create more efficient tools and techniques for navigating uncertain futures markets, it also

results in improved financial returns and stronger decision-making processes.
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OBJECTIVES

1.To analyse the impact of sensitivity analysis in identifying potential risks.
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FINDINGS

1. Sensitivity analysis improve risk identification. In the realm of derivatives trading, innovative models are being
developed to enhance risk management. For instance, a novel framework leverages large language models (LLMs)
for sentiment analysis and news analytics to inform dynamic hedging strategies. By analyzing textual data from
diverse sources, this approach enables real-time adjustments to hedging positions, improving risk-adjusted returns

compared to conventional static methods

2. Framework helps to take informal decision-making. Furthermore, advancements in forecasting models are aiding
in decision-making under uncertainty. The Future Quant Transformer model, for example, utilizes attention
mechanisms to forecast the range and volatility of future prices in futures markets. This model provides richer
insights for trading strategies, significantly improving risk management and achieving notable gains over state-of-

the-art models which help in decision making.

3. Sensitivity analysis informs robust strategies. Collectively, these developments underscore a shift towards more
adaptive and informed risk management strategies in trading, combining stakeholder insights with advanced

forecasting techniques to navigate the complexities of modern financial markets.
CONCLUSION

Sensitivity analysis has an important function in risk and uncertainty management in futures markets since it helps
stakeholders appreciate how variations in critical variables affect financial results. The research emphasizes its utility
in the identification of possible risks, better decision-making, and aiding effective hedging and investment plans.
With its lucid process for use, sensitivity analysis proves to be a useful and effective tool for risk managers, investors,

and financial institutions.

Although its advantages have been proven, existing research and practice demonstrate weaknesses—especially in its
extension to particular asset classes, association with cutting-edge technologies such as Al, and comprehension of
behavioural aspects. Working on these areas through future studies can result in more sophisticated and responsive
risk management instruments. Ultimately, adopting sensitivity analysis as a central piece of strategic planning can
result in more robust financial systems and improved investment choices in the changing environment of futures

markets.
FUTURE SCOPE FOR FURTHER STUDY

1. There is a scope for further study for Applying sensitivity analysis to specific asset classes in security and

derivative market trading is most demanded research.
2. combine and compare sensitivity analysis with other risk management tools through integration of Al .

3. Formulate and investigate a sensitivity analysis framework in futures markets for the purpose of investor

perception and trading decision making analysis in the realm of uncertainties and volatilities
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