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Abstract 

The Indian economy has entered an era in which Indian companies cannot ignore global markets. Before the nineties, prices 
of many commodities, metals and other assets were controlled. Others, which were not controlled, were largely based on regulated 
prices of inputs. As such there was limited uncertainty, and hence, limited volatility of prices. market determined exchange rates and 
interest rates also created volatility and instability in portfolio values and securities prices. Hence, hedging activities through various 
derivatives emerged to different risks. This paper will study the capital market in India with reference to Derivatives. Due to some 
adverse changes in this, which threatened the survival of business world. Therefore, in order to manage such risk, the new instruments 
have been developed in the financial markets, which are popularly known as financial derivatives at national and international 
financial market. Now there is a faster development in derivatives products as well as trading as they are very significant for every 
corporates and investors. 
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Introduction 

Investments revolve around the buying and selling of assets. In recent years, investing has become much more complex 
through the use of derivatives instruments. When investors don’t want to risk taking an outright position in an asset, while being used 
as an investment vehicle, derivatives can lower transaction costs by avoiding brokerage fees that would typically be incurred from the 
trading of stocks and bonds. Users of derivatives also benefit from regulatory arbitrage by avoiding unfavourable regulation. A series 
of modifications in the financial markets paved way for the improvement of exchange-traded equity derivatives markets in India. A 
report on exchange traded derivatives, by the L.C. Gupta Committee, set up by the Securities and Exchange Board of India, 
recommended a phased introduction of derivatives tools with bi-level instruction (i.e., self-regulation by exchanges, with SEBI 
providing the overall regulatory and supervisory role). And additional report, by the J.R. Varma Committee in 1998 worked out the 
different operational details such as margining and risk management methods for these apparatuses. most people look at them with 
suspicion and few would believe that they do contribute to the society’s welfare. 

 
Review of Literature 
Barents Group LLC  studied that India’s household savings and foreign investors are key sources of this capital and can and will be 
increasingly attracted to more efficient, safe and transparent market. Retail investors in India are mostly short-term traders, and day 
trading is not uncommon. To the extent that buying publicly traded equities is perceived as a risky and speculative short-term activity, 
many potential investors will simply avoid capital market instruments altogether in deciding to allocatesavings. 
 
Abdulla Yameen delivered massage, investors will need to be alert to any new development in capital market and take advantage of 
the Investor Education and Awareness Campaign program which to be undertaken by the Capital Market Section to acquaint of the 
risks and rewards of investing on the Capital market.Speech was also focused on to create a new breed of financial intermediaries, 
which will deal on the market for their clients. These intermediaries have to be professionals with quite advanced knowledge on stock 
exchange operations, techniques, law and companies valuation. Investors depend to a large extent on their professional advice when 
investing on the market. Furthermore, these intermediaries must be men of integrity and honesty as they would deal with clients‟ 
money Confidence of investors in these professionals is a key to the success of the capital market. 
 
S. M. Imamual Haque and Khan Ashfaq Ahmad argued that the sluggish trends in primary equity markets need to be reverse by 
restoring investors‟ confidence in market.Savings for retirement essential seek long term growth and for that investment in equity is 
desirable. It is a well-established fact that investments in equities give higher returns than debt and it would, therefore, be in the 
interest of the banks to invest inequities. 
 
Rajeswari, T. R. and Moorthy, V. E. R.  said that expectations of the investors influenced by their perception and human generally 
relate perception to action. The study revealed that the most preferred vehicle is bank deposit with mutual funds and equity on fourth 
and sixth respectively. The survey also revealed that the investment decision is made by investors on their own. 
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Objectives 
To Analyze the factors contributing towards the growth of Derivative Markets.  
To Bring out the investment activities of investors towards in derivative markets. 
 
Research Methodology 

The research design applied for this study is analytical and descriptive in nature. Both primary and secondary data were used 
in this study. It is always important to be critical of the information presented in sources, especially since the material might have been 
gathered to address a different problem area. Moreover, many secondary sources do not clearly describe issues such as the purpose of 
a study, how the data has been gathered, analysed and interpreted making it difficult for the researcher to assess their usefulness. In 
order to address this problem, the information about the problem is collected from the Research Journals, Trade Magazines, Annual 
Reports of Banks and the Internet. For evaluating „Evolution of derivatives and important factors‟, I have focused on as recent 
material as possible. In order to get access to the latest developments in this area I have used a number of articles published in 
academic journals and trade magazines. We have also used secondar y information from Internet based discussion forums. 

 
Statement of the Problem 

Even though the derivatives are considered to be a good investment option for many of the investors at the same time 
derivatives trading also involve a high risk to investors and the concept of risk management has become a very hot issue in the world 
of finance which is also a major challenge for all the participants in financial market. Day by day the complexity in risk management 
is increasing. Even though there are many tools and techniques are available to manage risk, still there is requirement for sophisticated 
instruments to manage risk. Derivative instruments are developed as more sophisticated and innovative tools to handle risk. But still 
today market participants are not so familiar with derivatives. Lack of understanding of the market and lack of close link to those 
doing the day-to-day trading have also hindered the growth of these markets. 

 
Limitations of The Study  
1. Some respondents are feeling hesitated because of busy work schedules. 

 
Data Analysis and Interpretations 

Respondents Response towards the Level of Risk Associated with the Investment option like Fixed Deposit 

(Source: Primary data conducted through field survey) 
 

The above table and the Chart generated with the help of the primary data conducted through field survey exhibits 
respondent’s response towards the level of risk associated with the investment option like Fixed Deposit where majority of the 
respondents 69.3% expressed that the risk with the fixed deposit is low followed by 27% said it is moderate and 2.8% said it is very 
high. 
 
 
 
 
 
 
 
 
 
 
 
 
 

Response Frequency Percent Valid Percent Cumulative Percent 
Valid Low 223 69.3 69.3 69.3 

Moderate 87 27.0 27.0 96.3 
High 3 .9 .9 97.2 
Very high 9 2.8 2.8 100.0 
Total 322 100.0 100.0  
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Respondents Response towards the Level of Risk Associated with the Investment option like Fixed Deposit. 

 
(Source: Primary data conducted through field survey) 

 
Respondents Response towards the Level of Risk associated with the Investment option like Mutual Fund. 

Response Frequency Percent Valid Percent Cumulative Percent 
Valid Low 72 22.4 22.4 22.4 

Moderate 240 74.5 74.5 96.9 
Very high 10 3.1 3.1 100.0 
Total 322 100.0 100.0  

(Source: Primary data conducted through field survey) 
 
The above table and the Chart generated with the help of the primary data conducted through field survey exhibits 

respondent’s response towards the level of risk associated with the investment option like mutual fund where majority of the 
respondents 74.5% expressed that the risk with the mutual fund is moderate followed by 22.4% said it is low and 3.1% said it is very 
high. 
 

Respondents Response towards the Level of Risk associated with the Investment option like Mutual Fund. 

 
(Source: Primary data conducted through field survey) 

Respondents’ response towards the Level of Risk associated with the Investment option like Equity Share market. 

Response Frequency Percent Valid Percent Cumulative Percent 
Valid Very Low 8 2.5 2.5 2.5 

Low 71 22.0 22.0 24.5 
Moderate 210 65.2 65.2 89.8 
Very high 33 10.2 10.2 100.0 
Total 322 100.0 100.0  

(Source: Primary data conducted through field survey) 
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The above table and the Chart generated with the help of the primary data conducted through field survey exhibits 

respondent’s response towards the level of risk associated with the investment option like Equity Share market where majority of the 
respondents 65.2% expressed that the risk with the Equity Share market is moderate followed by 22% said it is low and 10.2% said it 
is very high. 

Respondents’ response towards the Level of Risk associated with the Investment option like Equity Share market. 

 
(Source: Primary data conducted through field survey) 

 
Respondents’ response towards the Level of Risk associated with the Investment option like Commodity Market. 

Response Frequency Percent Valid Percent Cumulative Percent 
Valid Very Low 15 4.7 4.7 4.7 

Low 17 5.3 5.3 9.9 
Moderate 10 3.1 3.1 13.0 
High 225 69.9 69.9 82.9 
Very high 55 17.1 17.1 100.0 
Total 322 100.0 100.0  

(Source: Primary data conducted through field survey) 
 
The above table and the Chart generated with the help of the primary data conducted through field survey exhibits 

respondent’s response towards the level of risk associated with the investment option like commodity market where majority of the 
respondents 69.9% expressed that the risk with the commodity market is high followed by 17.1% said it is very high and 5.3% said it 
is low. 

 
Respondents’ response towards the Level of Risk associated with the Investment option like Commodity Market. 

 
(Source: Primary data conducted through field survey) 
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Respondents’ response towards the Level of risk associated with the Investment option like Insurance. 

Response Frequency Percent Valid Percent Cumulative Percent 
Valid Very Low 3 .9 .9 .9 

Low 70 21.7 21.7 22.7 
Moderate 232 72.0 72.0 94.7 
High 6 1.9 1.9 96.6 
Very high 11 3.4 3.4 100.0 
Total 322 100.0 100.0  

(Source: Primary data conducted through field survey) 
 
The above table and the Chart generated with the help of the primary data conducted through field survey exhibits 

respondent’s response towards the level of risk associated with the investment option like insurance where majority of the respondents 
72% expressed that the risk with the insurance is moderate followed by 21.7% said it is low and 3.4% said it is very high. 
 

Respondents’ response towards the Level of risk associated with the Investment option like Insurance. 

 
(Source: Primary data conducted through field survey) 

 
Respondents’ response towards the Level of risk associated with the Investment option like Real Estate. 

Response Frequency Percent Valid Percent Cumulative Percent 
Valid Very Low 3 .9 .9 .9 

Low 53 16.5 16.5 17.4 
Moderate 241 74.8 74.8 92.2 
High 3 .9 .9 93.2 
Very high 22 6.8 6.8 100.0 
Total 322 100.0 100.0  

(Source: Primary data conducted through field survey) 
 
The above table and the graph generated with the help of the primary data conducted through field survey exhibits 

respondent’s response towards the level of risk associated with the investment option like real estate where majority of the 
respondents 74.8% expressed that the risk with the real estate is moderate followed by 16.5% said it is low and 6.8% said it is very 
high. 
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Respondents’ response towards the Level of risk associated with the Investment option like Real Estate. 

 
(Source: Primary data conducted through field survey) 

 
Agents’ response towards who train them to do the trading in Equity derivative instruments 

Response Frequency Percent Valid Percent Cumulative Percent 

 NSE 46 88.5 88.5 88.5 

 BSE 6 11.5 11.5 100.0 

 Total 52 100.0 100.0  
(Source: Primary data conducted through field survey) 
 
The above table and the Chart generated with the help of the primary data conducted through field survey exhibits the agent’s 

response with respect to who train them to do the trading in Equity derivatives instruments where majority of the agents 88.5% said 
NSE conducts them the training followed by 11.5% said that BSE conducts the training for them to do the trading in the Equity 
derivatives instruments. 
 

Agents’ response towards who train them to do the trading in Equity derivative instruments 

 
(Source: Primary data conducted through field survey) 
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Chi-square test between the total annual Investment of the Investors and the Investors Investment Patterns towards stock 
Index Futures 

 
  Value Df Asymp. Sig. (2-sided) 

Pearson Chi-Square 1.980a 3 0.576 
Likelihood Ratio 3.662 3 0.3 
Linear-by-Linear Association 0.62 1 0.431 
N of Valid Cases 322     
a. 5 cells (62.5%) have expected count less than 5. The minimum expected count is .30. 

Source: Primary Data-Field Survey 
 

Reveals the Chi-square test Statistics was executed to see is there any significant relationship between the total annual 
investment of the respondents and their investment patterns with respect to investment in stock index futures the Pearson chi-square 
results of 0.576 which is higher than the table value of .05 indicated that there is no significant relationship between the total annual 
investment of the investors and their investment patterns towards investing in stock index futures. 

 
Investors and the Investors Perception towards Derivatives Products are Complex and High-tech 

  Value Df Asymp. Sig. (2-
sided) 

Exact Sig. (2-
sided) 

Exact Sig. (1-
sided) 

Pearson Chi-Square 1.901a 1 0.168  0.21   
Likelihood Ratio 1.925 1 0.165     
Linear-by-Linear Association 1.895 1 0.169     
N of Valid Cases 322         
a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 16.85. 
b. Computed only for a 2x2 table 

Source: Primary Data-Field Survey 
 

Significant relationship between the gender classification of the investors and their perception towards the derivatives 
products are complex and high-tech the Pearson chi-square results of 0.21 which is higher than the table value of .05 indicated that 
there is no significant relationship between the gender classification of the investors and their perception towards the derivatives 
products are complex and high-tech. 
 
Findings 

The Chart generated with the help of the primary data conducted through field survey exhibits respondent’s response towards 
the level of risk associated with the investment option like Fixed Deposit where majority of the respondents 69.3% expressed that the 
risk with the fixed deposit is low followed by 27% said it is moderate and 2.8% said it is very high. 
 

Primary data conducted through field survey exhibits respondent’s response towards the level of risk associated with the 
investment option like mutual fund where majority of the respondents 74.5% expressed that the risk with the mutual fund is moderate 
followed by 22.4% said it is low and 3.1% said it is very high. 
 

Primary data conducted through field survey exhibits respondent’s response towards the level of risk associated with the 
investment option like Equity Share market where majority of the respondents 65.2% expressed that the risk with the Equity Share 
market is moderate followed by 22% said it is low and 10.2% said it is very high. 
 

Primary data conducted through field survey exhibits respondent’s response towards the level of risk associated with the 
investment option like commodity market where majority of the respondents 69.9% expressed that the risk with the commodity 
market is high followed by 17.1% said it is very high and 5.3% said it is low. 
 

Primary data conducted through field survey exhibits respondent’s response towards the level of risk associated with the 
investment option like insurance where majority of the respondents 72% expressed that the risk with the insurance is moderate 
followed by 21.7% said it is low and 3.4% said it is very high. 
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Primary data conducted through field survey exhibits respondent’s response towards the level of risk associated with the 
investment option like real estate where majority of the respondents 74.8% expressed that the risk with the real estate is moderate 
followed by 16.5% said it is low and 6.8% said it is very high. 
 

Reveals the Chi-square test Statistics was executed to see is there any significant relationship between the total annual 
investment of the respondents and their investment patterns with respect to investment in stock index futures the Pearson chi-square 
results of 0.576 which is higher than the table value of .05 indicated that there is no significant relationship between the total annual 
investment of the investors and their investment patterns towards investing in stock index futures. 
 
Suggestions 

There was a point of deliberation in the L C Gupta committee report on the introduction of a separate derivative exchange. It 
has been analysed that the market (52%) does not find it relevant in today’s circumstances for introducing a separate derivative 
exchange. They find the present arrangement and structure enable them to carry out their trades efficiently. Hence there is no need to 
introduce a separate derivative exchange presently. 
 

It is recommended that a strong single clearing corporation to clear all trades under exchanges be set up. This would help 
control settlements of trades in an effective and transparent manner leading to lower defaults in delivery and payments in multiple 
markets. It is recommended that a strong audit body with regular audits should be active throughout the year to detect any upcoming 
signs of manipulation etc. Although audits are conducted periodically by the regulatory bodies, its felt that a stronger initiative 
towards this direction is needed. The same should be not be a burden on the traders for compliance but should be facilitated as a 
normal routine activity with less paper work and more automation.  
 
Conclusion 

Investors can use options and combinations of options as different investments strategies within markets to maximize profits. 
The concept of behavioral finance is growing in the capital market, there is hardly any place where its concepts aren’t being applied. 
Risk averse investors always tries to safe by investing in fixed deposit, mutual funds, government bonds, insurance, and securities. 
Then other risk takers want to earn more returns of that they prefer to invest in derivative market. Now a day the investors know about 
the derivative market so they are aware. Derivatives provide an opportunity to transfer risk from one to another. The launch of variety 
of derivative products in Indian financial market has been extremely encouraging and successful. The growth of derivatives in the 
recent years have made remarkable changes in Indian financial market. 
 
References 
1 Bharati, Pathak, Indian Financial Systems, (Delhi, Pearson Education, 2008), pp. 42-45. 
2 Susan, Thomas (ed), Derivative Markets in India,(New Delhi, Tata McGraw-Hill, 2003), pp. 45-67. 
3 Reforms in Secondary Markets in India, Working paper from National stock exchange (NSE), India, (2000). 
4 Pati, Pratap Chandra and Padhan, Purna Chandra, “Information, Price Discovery and Causality in the Indian Stock Index Futures 
Market”, Journal of Financial Risk Management, VI, 3 & 4, (2009), 7-10. 
5 Hansda, Sanjiv K. and ParthaRay, „BSE and Nasdaq: Globalisation, Information Technology and Stock Prices, ‟ Economic and 
Political Weekly, VII, 5, (February 2, 2002), 459-67. 
6 L. C, Gupta, (Chairman) et al, Report of the Committee on Regulatory Framework for Derivatives Trading, SEBI, (September 1997 
and March 1998.) 
7 Kalmakar, D.S., „Regulation and Policy Issues for Derivatives in India‟, Derivative Markets India, (New Delhi, Tata McGraw-Hill, 
2003) 
8 Mohammed Ruban. Kalinga University, Raipur, C.G. A Study of Derivative Market in India. International Journal of Business 
Administration and Management. ISSN 2278-3660 Volume 7, Number 1 (2017), © Research India Publications 
http://www.ripublication.com. 
9 Dr. SP. Dhandhayuthapani. Assistant Professor, Department of Management Studies, Anna University-Bit Campus, Trichirapalli-24. 
Analytical Study on Indian Derivatives Market with Reference to Investors’ Attitude. IJIRST –International Journal for Innovative 
Research in Science & Technology| Volume 2 | Issue 11 | April 2016 ISSN (online): 2349-6010. 
10 Prakash Yalavatti.2015, A Study on Strategic Growth in Indian Financial Derivatives Market. Int J Recent Sci Res. 6(10), pp. 
6589-6593. 
 
 



Filename: 1 
Directory: C:\Users\DELL\Documents 
Template: C:\Users\DELL\AppData\Roaming\Microsoft\Templates\Normal.dotm 
Title:  
Subject:  
Author: Windows User 
Keywords:  
Comments:  
Creation Date: 4/16/2021 4:41:00 PM 
Change Number: 5 
Last Saved On: 4/24/2021 5:19:00 PM 
Last Saved By: Murali Korada 
Total Editing Time: 36 Minutes 
Last Printed On: 4/29/2021 7:48:00 PM 
As of Last Complete Printing 
 Number of Pages: 8 
 Number of Words: 3,210 (approx.) 
 Number of Characters: 18,300 (approx.) 

 


