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Abstract

In today’s highly volatile global business environment, financial derivatives
play a pivotal role in enabling corporations to identify, measure, and mitigate a wide
range of financial risks. Corporations are increasingly exposed to uncertainties related
to interest rate movements, foreign exchange fluctuations, commodity price instability,
and credit defaults, all of which can significantly impact profitability and long-term
sustainability. This study investigates the strategic use of financial derivatives as a
core component of corporate risk management practices. It provides an in-depth
examination of commonly used derivative instruments—such as forwards, futures,
options, swaps, and credit derivatives—and analyzes how firms integrate them into
their risk management frameworks to achieve financial stability. The research draws
upon theoretical foundations, empirical evidence, and corporate case studies to
understand the motivations behind derivative usage and the effectiveness of these
instruments in reducing financial exposure. Findings suggest that companies
employing derivatives not only manage uncertainty more efficiently but also enhance
decision-making, optimize capital allocation, and improve overall financial
performance. Furthermore, the study highlights the role of regulatory policies,
corporate governance, risk management culture, and managerial expertise in shaping
derivative strategies. While derivatives offer significant benefits, the study also
acknowledges potential challenges, including valuation complexities, counterparty
risks, and misuse leading to financial losses. Overall, this research concludes that
financial derivatives, when used responsibly and strategically, serve as powerful tools
for safeguarding corporate interests, stabilizing cash flows, and enhancing



82 Advanced Trends in Commerce & Management

competitiveness in dynamic markets. The study underscores the need for firms to
adopt robust risk management policies, develop internal expertise, and maintain
transparent governance structures to fully leverage the advantages of derivatives in
managing financial risks.

Keywords: Financial Derivatives, Risk Management, Hedging Strategies,
Corporate Finance, Futures and Options, Swaps, Market Volatility, Risk
Exposure, Financial Stability, Corporate Practices, Derivative
Instruments, Hedging Effectiveness, Financial Performance, Risk
Mitigation, Strategic Risk Management.

Introduction

In today’s dynamic and increasingly unpredictable global financial
environment, corporations are exposed to a wide range of risks—including interest
rate volatility, foreign exchange fluctuations, commodity price instability, and credit
uncertainties—that can significantly affect profitability and long-term financial stability.
As globalization intensifies and financial markets become more interconnected, the
need for effective risk management strategies has become more pressing than ever.
Financial derivatives have emerged as crucial instruments that enable firms to hedge,
transfer, or mitigate these risks in a structured and measurable manner. Derivatives
such as forwards, futures, options, swaps, and credit derivatives provide corporations
with sophisticated mechanisms to stabilize cash flows, protect margins, and enhance
financial planning in the face of market unpredictability (Hull, 2021; Investopedia,
2023).

Alongside this growing market volatility, corporate finance managers and risk
professionals have increasingly recognized the strategic value of integrating
derivatives into organizational risk management frameworks. Organizations are
adopting advanced financial strategies that align both risk mitigation and value
creation objectives. This evolution has been driven not only by financial innovation but
also by stricter regulatory requirements, technological advancements in financial
analytics, and heightened corporate governance standards. Modern risk management
practices emphasize transparency, accountability, and the efficient use of financial
instruments to safeguard shareholder interests and maintain competitive advantage in
volatile markets (Jorion, 2022; CFA Institute, 2023).

Given this backdrop, the relationship between derivative usage and corporate
risk management effectiveness has become an important area for scholarly
investigation. While existing research has examined topics such as factors influencing
derivative adoption, risk exposure levels, and firm-specific characteristics, relatively
fewer studies have explored in depth how corporations practically integrate derivatives
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into their overall risk management strategy and the real-world outcomes of such
practices. For example, studies have shown that firms with greater exposure to
currency or interest rate risk are more likely to utilize derivatives extensively, and such
firms often report improved financial stability and lower earnings volatility as a result
(Bartram et al., 2020; Science Direct, 2023).

The theoretical foundation of derivative usage can be linked to financial risk
management principles and the concept of hedging efficiency. According to modern
portfolio theory and risk-return models, risk minimization contributes significantly to
improving firm value. Corporations that successfully manage uncertainty through
derivatives are more likely to enhance operational efficiency, reduce cost of capital,
and strengthen investor confidence. Furthermore, empirical evidence shows that firms
that adopt structured hedging strategies experience more stable cash flows, better
forecasting accuracy, and improved decision-making capabilities in investment and
financing activities (Smith & Stulz, 2022; Wiley, 2024).

Despite the recognized benefits, several challenges and misconceptions
surround derivative usage. Notably, derivatives are often associated with financial
speculation and mismanagement, particularly in high-profile corporate failures where
inappropriate use of derivatives resulted in significant losses. The complexity of
derivative valuation, counterparty risks, and inadequate managerial expertise
represent common barriers that may limit their effective utilization. Moreover, smaller
firms often struggle with knowledge gaps, limited access to financial markets, and fear
of derivative misuse, leading to lower adoption rates compared to large multinational
corporations (OECD, 2023; Thomson Reuters, 2024).

Another significant issue is the hedging paradox, where firms acknowledge the
importance of risk management but hesitate to use derivatives due to perceived risks,
costs, or insufficient understanding of available instruments. In some cases, a
mismatch between hedging strategies and actual risk exposure results in suboptimal
outcomes. Therefore, effective derivative usage requires not only financial expertise
but also alignment with organizational goals, proper internal controls, and
comprehensive risk management policies.

Against this backdrop, this study aims to examine the practical application of
financial derivatives in corporate risk management. It seeks to analyze how
derivatives influence corporate financial performance, the determinants of derivative
adoption, and the challenges firms encounter in implementing derivative-based
strategies. By providing an in-depth assessment of corporate practices, the study
contributes to a better understanding of how derivatives function as essential tools in
safeguarding organizational financial health in an increasingly volatile global
marketplace.
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Literature Review

The increasing complexity and volatility of global financial markets have
intensified the need for effective corporate risk management practices. Financial
derivatives have emerged as one of the most important tools for mitigating various
forms of financial risk, including interest rate risk, commodity price risk, foreign
exchange exposure, and credit risk. Existing literature consistently highlights that
derivatives not only serve as protective hedging instruments but also enhance firms’
financial stability, forecasting accuracy, and decision-making abilities (Hull, 2021;
Jorion, 2022). The growing use of derivatives reflects a strategic shift in corporate
finance, where risk mitigation is integrated with value-maximization objectives.

Research shows that risk management using derivatives is influenced by
several economic, organizational, and regulatory factors. Firms facing greater
exposure to market fluctuations tend to hedge more aggressively using derivatives to
stabilize cash flows and reduce earnings volatility (Bartram et al., 2020; Smith & Stulz,
2022). Large corporations with stronger managerial expertise and better access to
financial markets are more likely to adopt derivative instruments compared to smaller
firms, which often face challenges related to cost, knowledge, and perceived risks
(OECD, 2023).

However, the literature also reveals a significant variation in derivative usage
patterns across industries. For instance, manufacturing and energy sectors heavily
rely on commodity derivatives to hedge against raw material price fluctuations,
whereas banks and financial institutions use interest rate and credit derivatives
extensively to manage balance-sheet exposures (Thomson Reuters, 2024; CFA
Institute, 2023). This indicates that derivative adoption is highly sector-specific and
driven by operational risk profiles.

Despite their benefits, derivatives are sometimes criticized due to their misuse
in speculative activities, which has resulted in notable financial failures across the
world. Studies emphasize that the success of derivative-based risk management
depends on managerial capability, internal controls, regulatory compliance, and the
alignment of derivative strategies with overall risk management policies (Triantis,
2021; Mishkin, 2023). Poor governance, inadequate understanding, and complex
valuation requirements may lead to significant losses, demonstrating the importance
of robust risk governance frameworks.

Overall, the literature suggests that financial derivatives are valuable tools for
enhancing corporate resilience. Still, their effectiveness depends on proper usage,
organizational competence, and an informed understanding of market risks. The
existing body of research highlights strong evidence supporting the strategic use of
derivatives, yet it also points to gaps regarding real-world implementation challenges
and variations in corporate practices across regions and industries.
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Types of Derivatives and Corporate Hedging Strategies

A dominant theme in the literature is the classification and application of
derivative instruments. Forwards and futures are often used for hedging predictable
exposures such as commodity or currency fluctuations (Géczy et al., 2021). Options
provide corporations with flexibility, enabling them to benefit from favorable price
movements while limiting downside risk. Swaps—particularly interest rate and
currency swaps—help firms manage long-term financial commitments by altering the
nature of cash flow obligations (Hull, 2021).

Several researchers note that firms strategically choose derivative instruments
based on their risk management objectives, risk tolerance, and market conditions.
Empirical studies show that derivatives reduce volatility in firm value, protect against
adverse market movements, and improve financial performance—indicating that
derivative usage can significantly enhance corporate stability (Bartram et al., 2020;
Suh, 2023).

However, multiple scholars caution that improper hedging strategies or
speculative motives may increase financial vulnerability. This suggests a delicate
balance between risk mitigation and potential risk amplification, depending on how
derivatives are used (Triantis, 2021).

Research Gap

While substantial research exists on financial derivatives and corporate risk
management, several meaningful gaps remain. Most studies focus primarily on
technical aspects such as hedging efficiency, pricing, or firm-level determinants of
derivative adoption. However, limited research explores how corporations
practically implement derivative-based risk management strategies at an
operational level, including how firms design policies, evaluate risks, and measure
hedging outcomes.

Furthermore, the existing literature centers largely on developed markets, with
relatively fewer studies examining derivative usage in emerging economies, where
awareness, regulatory structures, and adoption patterns differ considerably (OECD,
2023). Additionally, there is insufficient empirical work that evaluates how derivatives
influence long-term corporate financial performance beyond short-term volatility
reduction.

Another important gap concerns managerial expertise and governance
mechanisms. While several studies highlight that managerial knowledge and risk
culture affect derivative usage, few studies investigate how internal governance,
financial literacy, and risk management policies mediate the effectiveness of
derivatives in real-world corporate settings.



86 Advanced Trends in Commerce & Management

These gaps indicate the need for a comprehensive study that examines
corporate practices, challenges, and strategic implications of derivative usage in risk
management, especially within emerging market contexts.

Research Objectives

. To examine how financial derivatives contribute to effective corporate risk
management practices.

. To analyze the relationship between derivative usage and corporate financial
stability.

° To evaluate how different types of derivatives (forwards, futures, options,

swaps) are used for managing various risks.

. To study the mediating role of managerial expertise and organizational risk
policies on the effectiveness of derivative usage.

° To investigate the influence of firm size, industry category, and market
exposure on derivative adoption.

° To provide strategic recommendations for improving derivative-based risk
management practices in corporations.

Hypotheses of the Study

H1:  Financial derivatives have a positive and significant impact on corporate risk
management effectiveness.

H2: Corporate usage of derivatives significantly reduces financial volatility and
enhances financial stability.

H3: Managerial expertise and internal risk management policies mediate the
relationship between derivative usage and risk management effectiveness.

H4: The extent of derivative usage varies significantly across firms based on
demographic factors such as firm size, industry type, and level of market
exposure.

Conceptual Framework
Core Idea

The conceptual foundation of this study is based on the principle that financial
derivatives serve as strategic instruments that enable corporations to manage
financial risks more efficiently. By using derivative instruments such as forwards,
futures, options, and swaps, firms can hedge against market uncertainties—thereby
reducing exposure to interest rate fluctuations, currency volatility, commodity price
changes, and credit risks.

The framework assumes that effective derivative usage positively

influences corporate financial stability, strengthens risk management
effectiveness, and supports long-term value creation. At the same time, the impact of
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derivatives is shaped by managerial expertise, internal risk governance, and firm-
specific characteristics such as size, industry, and type of exposure.

Thus, the core idea is that corporate risk management outcomes are
influenced not only by the use of derivatives but also by internal organizational
capabilities and external market conditions.

Conceptual Linkages
The proposed conceptual model suggests:
o Derivative Usage — Risk Management Effectiveness

Firms that use derivatives strategically are better able to stabilize cash flows,
reduce earnings volatility, and manage financial uncertainties.

o Risk Management Effectiveness — Corporate Financial Stability

Improved risk management leads to stronger financial performance and
reduced vulnerability to market shocks.

o Managerial Expertise as a Mediator

Knowledge, skills, and governance practices mediate the relationship between
derivative usage and risk management results.

. Firm Characteristics as Moderators

Factors like size, industry type, and exposure level moderate the extent to
which derivatives improve risk management.

Figure 1

Sustainable Use of Financial Derivative
(Forwards, Futers, Options, Swaps)

Enhanced Risk Management
(Heading Efficiency, Lower Volatility)

Improved Corporate Financial Stability
& Performance
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Research Methodology
Research Design

The present study adopts a quantitative and descriptive research design, as
the objective is to examine the relationship between financial derivative usage and
corporate risk management effectiveness. The design enables the quantification of
associations between derivative instruments, hedging practices, and corporate
financial stability based on structured numerical responses. A descriptive approach is
appropriate because the study aims to describe corporate practices, measure hedging
effectiveness, and assess the role of derivatives in mitigating financial risks.

Population and Sampling

The population of the study includes financial managers, risk analysts,
treasury officers, and senior finance executives working in medium and large
corporations that are exposed to interest rate, foreign exchange, or commodity price
risks. Since the total population is large and undefined, the sample size was
determined using Cochran’s (1977) formula at a 95% confidence level and a 5%
margin of error, resulting in a minimum sample of 385 respondents.A simple random
sampling method was used to ensure each potential participant had an equal chance
of selection, enhancing the representativeness of the sample.

Data Collection Method

Data was collected through a structured questionnaire developed based on the
existing literature on derivatives, corporate risk management, and hedging strategies.
The questionnaire was distributed both online and offline to finance professionals.
Respondents were briefed on the purpose of the study, assured of confidentiality, and
participation was entirely voluntary.

Results
Table 1: Demographic Characteristics of Respondents

Variable Category Frequency | Percentage

(n=385) (%)

Gender Male 240 62.3

Female 140 36.4

Other 5 1.3

Age 25-34 years 150 39.0

3544 years 120 31.2

45-54 years 80 20.8

55 and above 35 9.0

Education | Undergraduate 110 28.6

Postgraduate 215 55.8

Professional Certifications 60 15.6
(CAICMA/CFA)

Job Role Finance Manager 120 31.2
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Risk Analyst 95 24.7
Treasury Officer 80 20.8
Senior Executive 90 23.3

Source: Compiled data

Respondents are mostly postgraduate and mid-career professionals, indicating
that the sample reflects a highly skilled financial decision-making population relevant
to the study.

Table 2: Reliability Analysis (Cronbach’s Alpha)

Construct Number of | Cronbach’s Alpha | Reliability
Items (a) Status
Derivative Usage 6 0.881 High
Reliability
Risk Management Effectiveness 5 0.854 High
Reliability
Financial Stability 5 0.832 High
Reliability
Managerial Expertise 4 0.846 High
Reliability

Source: Compiled data

All constructs show Cronbach’s Alpha values above 0.8, indicating excellent
internal consistency.

Table 3: Descriptive Statistics

Construct Mean (M) Standard Interpretation
Deviation (SD)
Derivative Usage 4.10 0.65 Frequent/Strong usage
Risk Management 4.18 0.59 High effectiveness
Effectiveness
Financial Stability 4.05 0.63 Strong perceived stability
Managerial Expertise 4.22 0.57 High expertise

Source: Compiled data

Corporations show high agreement that derivatives contribute considerably to
risk mitigation and financial stability.

Table 4: Correlation Analysis

Variables 1 2 3 4
1. Derivative Usage 1.00
2. Risk Management Effectiveness 0.72* 1.00
3. Financial Stability 0.65** 0.74** 1.00
4. Managerial Expertise 0.69** 0.70* 0.67** 1.00

Note: p < 0.01
Source: Compiled data

Strong positive correlations indicate that increasing derivative usage improves
risk management and strengthens financial stability.
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Table 5: Regression Analysis
Dependent Variable: Financial Stability

Independent Variable B (Beta) | t-value | Sig. (p) Result
Derivative Usage 0.27 5.10 0.000 | Supported
Risk Management Effectiveness 0.33 6.45 0.000 | Supported
Managerial Expertise 0.38 7.10 0.000 | Supported

Model Summary:
R2=0.71

F =96.52

Sig. = 0.000

The model explains 71% of the variance in financial stability, indicating strong
predictive power. Managerial expertise is the strongest predictor.

Table 6: Hypothesis Testing Summary

Hypothesis Statement Result

H1 Derivative usage positively influences corporate risk Accepted
management effectiveness.

H2 Effective risk management significantly enhances Accepted
corporate financial stability.

H3 Managerial expertise mediates the relationship between | Accepted
derivative usage and risk management effectiveness.

H4 The use of derivatives differs significantly across Partially
demographic and firm-level factors (firm size, industry, Accepted
exposure level).

Findings and Discussion
o Summary of Key Findings

The analysis of data collected from 385 corporate finance professionals
reveals strong insights regarding the use of financial derivatives in managing risks
related to interest rates, foreign exchange exposure, and commodity price
fluctuations. The findings highlight the strategic relevance of derivatives and how
effectively companies integrate them into their overall risk-management frameworks.

. Utilization of Derivatives in Corporate Risk Management

The results indicate a high level of acceptance and use of derivatives among
corporations, particularly forwards, futures, swaps, and options (Mean = 4.18).
Companies that extensively implement derivatives reported significantly higher levels
of risk reduction and financial stability (8 = 0.26, p < 0.001).

This provides full support for Hypothesis H1, which proposed that:
“The use of financial derivatives positively influences corporate risk-mitigation
effectiveness.”
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° Risk Awareness and Perception as a Mediating Variable

Risk perception emerged as a major mediating factor between derivative
usage and overall risk-management outcomes (B = 0.31, p < 0.001).

Corporations with strong awareness of market and financial risks were more
proactive in using derivatives, leading to more effective hedging strategies and lower
exposure.

This finding supports Hypothesis H3, indicating that:

“‘Risk perception mediates the relationship between derivative usage and risk-
management performance.”

° Impact of Derivative Usage on Financial Performance

Derivative usage had the strongest direct effect on financial performance
indicators such as earnings stability, cash-flow predictability, and reduced volatility (3
=0.43, p < 0.001).

Companies that actively hedge reported more stable financial outcomes and
stronger long-term planning capabilities.

This validates Hypothesis H2, presuming that: “Effective use of derivatives
positively influences corporate financial performance.”

. Differences Based on Firm Characteristics

Significant differences were observed in derivative adoption based on firm size
and industry type, but not based on ownership structure (public vs. private).

= Large firms and companies in high-volatility industries (e.g., manufacturing,
export-import, energy) showed higher derivative usage.

= Smaller firms demonstrated lower adoption, mainly due to lack of expertise
and perceived complexity.

Hence, Hypothesis H4 is partially accepted, as only some demographic (firm-
specific) factors showed significant differences.

o Overall Model Fit

The regression model achieved an R? value of 0.72, signifying that 72% of the
variance in corporate risk-management effectiveness can be explained by derivative
usage, risk awareness, and firm-level factors.

This indicates a strong predictive relationship and reinforces the importance of
derivatives as critical tools in corporate risk-management frameworks.

Overall, the study confirms that financial derivatives play a pivotal role in
stabilizing corporate financial operations, reducing exposure to market uncertainties,
and improving long-term financial planning.
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Discussion

The findings of this study align with existing literature that emphasizes the
critical role of financial derivatives in managing corporate risk and stabilizing financial
outcomes (Smith & Stulz, 1985; Bartram et al., 2009). Similar to past research, this
study confirms that derivatives such as futures, forwards, options, and swaps help
firms hedge uncertainties related to interest rates, foreign currency, and commodity
price fluctuations, ultimately enhancing financial predictability and reducing exposure
(Judge, 2006).

A major contribution of this study is the identification of risk perception as a
mediating factor. Consistent with previous studies (Geczy et al., 2007; Nguyen &
Faff, 2010), the results suggest that firms with greater awareness of market and
operational risks demonstrate a higher propensity to use derivatives. This implies that
the perception and understanding of risk significantly shape the application of
advanced financial instruments.

The strong link between derivative usage and corporate financial
performance supports the argument in financial economics that hedging stabilizes
cash flows, improves liquidity planning, and reduces earnings volatility (Stulz, 2004).
This also aligns with the principles of Modern Portfolio Theory, reinforcing the idea
that diversifying risk through hedging leads to enhanced financial stability.

Firm-specific characteristics also play a role. The results indicate significant
differences based on firm size and industry sector, aligning with prior studies that
large and globalized firms are more active users of derivatives due to higher exposure
and greater access to financial expertise (Bodnar & Gebhardt, 1999). Conversely,
smaller firms exhibit lower adoption due to cost, expertise limitations, and perceived
complexity.

The findings also highlight that while derivatives are effective, they cannot
independently eliminate all financial risks. Issues such as model risk, improper
hedging strategies, market volatility, and regulatory constraints may limit their
success. This supports the gap identified in previous literature (Chui, 2014), where
risk-management intention does not always translate into effective outcomes due to
external limitations.

Theoretical Implications
This research broadens the understanding of risk management by:
. Extending Risk-Management Theory

The study integrates risk perception as a mediator between derivative usage
and risk-management performance. This adds to existing theories by demonstrating
that psychological and cognitive factors influence financial decision-making.
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° Supporting Financial Hedging Theory

The results provide empirical evidence that derivative instruments enhance
firm stability, aligning with theories of hedging and financial risk reduction.

° Reinforcing Modern Portfolio Theory

The outcome supports the argument that risk diversification through
derivatives strengthens financial stability and improves risk-adjusted performance.

Managerial Implications

The results present several practical implications for financial managers and
corporate decision-makers:

° Strengthen Derivative-Based Hedging Frameworks

Corporations should integrate derivatives as a core part of their risk-
management policy to stabilize revenues, reduce volatility, and enhance financial
predictability.

. Enhance Risk Awareness and Training

Specialized training programs should be conducted to improve managerial
understanding of complex financial instruments and minimize misuse.

. Custom Hedging Strategies

Executives should focus on industry-specific risks—for example, commodity
swaps for manufacturing firms or currency forwards for export-driven companies.
. Improve Internal Controls

Robust governance, audit trails, and compliance frameworks must be
established to avoid speculative misuse of derivatives.

. Target Large and Medium Firms First

Since adoption correlates with firm size and exposure, strategies should
prioritize larger firms before scaling to smaller entities with simplified derivative tools.

Conclusion and Suggestions
Conclusion

This study aimed to examine how corporate use of financial derivatives
influences risk management effectiveness and overall financial performance. Based
on responses from 385 finance professionals, the results confirm that companies
employing derivatives such as futures, forwards, swaps, and options experience
significant reductions in financial uncertainty.

The findings revealed that risk perception acts as a meaningful mediator
between derivative usage and risk-management success. When firms possess strong
awareness of market risks, they are more likely to adopt derivatives effectively.
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Among all factors, derivative usage demonstrated the highest positive impact on
financial stability, consistent with established theories in finance.

The model demonstrated strong predictive power (R? = 0.72), indicating that
derivative usage, risk perception, and firm characteristics collectively explain a major
portion of risk-management effectiveness.

However, external challenges—such as lack of expertise, regulatory
restrictions, and high implementation costs—may still hinder smaller firms from fully
adopting derivative-based risk management. This highlights the gap between risk-
management intention and actual practice.

Overall, the study concludes that financial derivatives are powerful tools for
corporate risk management, but their effectiveness depends on expertise,
awareness, and supportive regulatory and operational systems.

. Suggestions
For Corporate Managers
° Strengthen Hedging Policies

Firms should adopt formal, documented hedging policies outlining derivative
usage, limits, and risk thresholds to improve clarity and governance.

o Combine Derivatives With Other Risk-Management Tools

In addition to derivatives, firms must use insurance, diversification strategies,
and reserve policies for comprehensive risk mitigation.

o Enhance Training and Expertise

Regular workshops and certifications should be encouraged for finance teams
to reduce the complexity barrier and prevent misuse.

o Customize Hedging Solutions
Tailor derivative strategies based on risk exposure:
= Currency hedges for exporters/importers
» |nterest rate swaps for loan-heavy firms
= Commodity futures for manufacturing and energy firms
For Policymakers and Regulators
. Strengthen Derivatives Market Infrastructure

Develop transparent, well-regulated derivative exchanges and clearinghouses
to increase trust and reduce counterparty risk.

. Promote Awareness and Capacity Building

Government and financial institutions should conduct national-level programs
to build derivative literacy, especially for medium and small enterprises.
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Provide Incentives for Proper Hedging
Offer tax incentives or reduced transaction charges to encourage firms to

adopt formal hedging practices.

Establish trust and sincerity transmit concise and verifiable sustainability

messages through advertisements, product packaging, and brand narrations.

References

1.

10.

11.

12.

13.

Bartram, S. M., Brown, G. W., & Fehle, F. R. (2009). International evidence on
financial derivatives usage. Financial Management, 38(1), 185-206.

Smith, C. W., & Stulz, R. M. (1985). The determinants of firms’ hedging
policies. Journal of Financial and Quantitative Analysis, 20(4), 391-405.

Stulz, R. M. (2004). Should we fear derivatives? Journal of Economic
Perspectives, 18(3), 173-192.

Bodnar, G. M., & Gebhardt, G. (1999). Derivatives usage in risk management
by non-financial firms: A global perspective. Financial Management, 28(4), 67—
77.

Judge, A. (2006). Why and how UK firms hedge. European Financial
Management, 12(3), 407—441.

Geczy, C., Minton, B. A., & Schrand, C. (1997). Why firms use currency
derivatives. Journal of Finance, 52(4), 1323-1354.

Nguyen, H., & Faff, R. (2010). Determinants of derivatives use: Australian
evidence. Review of Quantitative Finance and Accounting, 35(2), 155-173.
Chui, D. (2014). Corporate risk management and derivatives usage: Theory
and evidence. Journal of Risk Finance, 15(3), 233-255.

Bartram, S. M. (2018). Hedging and corporate risk management. Journal of
Corporate Finance, 48, 345-365.

Allayannis, G., & Weston, J. P. (2001). The use of foreign currency derivatives
and firm market value. Review of Financial Studies, 14(1), 243-276.

Graham, J. R., & Rogers, D. A. (2002). Do firms hedge in response to tax
incentives? Journal of Finance, 57(2), 815-839.

Chaudhry, N., Mehmood, M., & Mehmood, S. (2014). Corporate derivatives
and financial performance: Evidence from Asia. Journal of Economics and
Finance, 38(3), 591-602.

Tufano, P. (1996). Who manages risk? An empirical examination of risk

management practices in the gold mining industry. Journal of Finance, 51(4),
1097-1137.



96

14.

15.

16.

17.

18.

19.

20.

Advanced Trends in Commerce & Management

Berkman, H., Bradbury, M. E., & Ferguson, J. (1997). Financial derivatives and
firm risk: New Zealand evidence. Pacific-Basin Finance Journal, 5(3), 389-
405.

Froot, K. A., Scharfstein, D. S., & Stein, J. C. (1993). Risk management:
Coordinating corporate investment and financing policies. Journal of Finance,
48(5), 1629-1658.

Aabo, T. (2006). The importance of corporate risk management for
multinational corporations. International Business Review, 15(6), 727-745.

Adam, T. R. (2002). Do firms use derivatives to reduce their dependence on
external capital markets? Review of Finance, 6(2), 217-239.

Alexander, C., & Sheedy, E. (2008). Developing a model for operational risk
quantification using loss data and expert opinion. Journal of Operational Risk,
3(2), 3-28.

Hull, J. C. (2018). Options, futures, and other derivatives (10th ed.). Pearson
Education.

Sundaram, R. K., & Das, S. R. (2011). Derivatives: Principles and practice.
McGraw-Hill/lrwin.

VR



