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Abstract

Corporates raise their debt capital and equity capital to finance their assets. Whether debt

or equity capital, it is subject to market risks like interest rate risks, liquidity risks, Inflation

risks, etc., In order to protect their assets against such risks, market participants use

derivatives as a hedging instrument. But many investors look upon derivatives as

unnecessary, cutting into the profits and sometimes, bringing loss to the company. Many

academicians and practitioners professed that investors fear debt instruments, with

derivative as more risky than debt instruments, without derivative  ń oonce, et al. 2889(. In

a developing market like India, trading of debt derivatives is still at a nascent stage since

the market participants have not gained enough confidence due to the stringent regulations

relating to trading of these instruments. Therefore, this research intends to focus on the

practitioners’ perspective on the use of debt derivatives under Indian capital market

conditions. The findings of the study show that majority of practitioners use debt derivative

for hedging and found limited usefulness in debt derivative. However, since many managers

consider derivatives as a risky asset, their use of derivatives in India is at a low level.

Findings of the study also hint at judgmental bias of practitioners against the use of

derivatives.
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Psychology and Judgmental Bias.
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1. Introduction

@radinx in debt products has become a

necessity of the day. In India, debt is said to be

a taQ shield for the company. But due to many

reasons, financial institutions li8e ban8s may not

be able to provide bix amounts as loans, at short

notice, to needy firms. @herein lies the crucial

role of debt capital in helpinx the firms to ac' uire

the needed amount on time. In addition to that,

debt capital Nill help for the better financial

manaxement of the firm. At the same time, usinx

the debt capital is alNays vulnerable to ris8s li8e

mar8et fluctuations. Bonds are, therefore,

subYect to ris8s, related to xeneral economy and

mar8et conditions in the country. In order to

avoid the ris8 of mar8et fluctuation, financial

eQperts and various authorities advise the use

of hedxinx instruments li8e derivatives on debt

instruments. But firm manaxers are concerned

about the perception of investors on the use of

derivatives on debt instruments. Many investors

believe that companies can ma8e hixher profits

if derivatives are not used. If a firm, Nhich uses

derivatives, incurs loss due to some other

reasons, investors Nronxly tend to attribute the

loss to the use of derivatives. @hey may even

arxue that the loss could have been reduced if

derivatives Nere not used. @his ”blame xame’,

played by lay investors, criticiTinx manaxers for

usinx derivatives after a loss, is Nhat

psycholoxists call as ”counter factual reasoninx’

(Roese, 1997). @his forms the basic human

psycholoxical reservation axainst the very

concept of derivatives and it is suspected to be

one of the causes hinderinx further xroNth of

these instruments. @his aspect has been the

subYect of study by many li8e Koonce et al.

(2005). @he fear of public perception of

derivatives also forces some manaxers to

conceal the use of derivatives in the financial

reports of their companies. @he ”fear of loss’

and resultant Nrath of investors, may then

prevent manaxers from ta8inx a rational decision

on the use of derivatives. Limited coxnitive

capacities of manxers can then result in various

Yudxemental biases, includinx loss aversion bias,

preventinx them from usinx derivatives. In

addition to these in India, there is the problem of

Nea8 lexal protection system, Nor8inx axainst

the use of novel ideas li8e derivatives in Indian

mar8et (Narayan, 2003).

In developed countries, due to better

informed investinx community, many of these

perceptions have been overcome. wver the last

tNo decades, the developed mar8ets have

ac' uired a lot of eQperience in the field of debt

mar8et. Durinx the period, they have Nitnessed

wver the Counter (w@C) derivatives evolvinx

naturally. @hey also have xood lexal protection

measures. @he derivative mar8et is noN boominx

NorldNide and it is said to be North trillions of

dollars. But the picture is different in developinx

nations li8e India, Nhich Nas a rather late starter

in the field, bexinninx Nith the introduction of

interest rate derivatives.  WoNever, there had

been several ups and doNns for various

derivative instruments and at times, tradinx in

some class of derivatives tric8led to less than

50 trades a month. Even thouxh tradinx in options

and futures in the Rational Stoc8 EQchanxe

(RSE) has increased in their notional value

(Shalini and Raveendra, 2014), on the Nhole,

in our country, derivative mar8et Yust refuses to

surxe ahead. Even after about 15 years of

derivative business, innovative products li8e

corporate debts and its derivatives are meaxer,

compared to the siTe of the industry. @he mar8et

participants   feel that the rexulatinx authorities

have to do a lot by ta8inx several protection

measures to safexuard the industry. Axainst  the

present scenario, manaxers of Corporate India

have a lot of reservations in the use of derivatives

to cover their ris8s.
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In order to neutraliTe this trend in India

and to boost our economy in line Nith that of the

developed nations, it is imperative to ' uic8ly

identify the problems that still persist in our

country and try to rectify them as ' uic8ly as

possible. @his paper is a modest attempt to

eQamine the attitude of practitioners in India

toNards the use of debt derivative in the country.

2. Literature Review

Debt Derivative is a financial innovation

in derivatives mar8et, Nhich is used to hedxe

the ris8 in debt instruments li8e corporate bonds.

@here have been several studies   on the

importance, scope and need of the debt

derivatives in the capital mar8et. @he Rinth

Annual wECD Bond Mar8et Forum Nhich too8

place in Paris on May 22-23, 2007, reports the

use of derivatives, on debt instruments, as a

protection measure axainst the escalation of

interest rates (Ninth Annual OECD Bond

Market Forum, 2007). @he study also points

to the lac8 of clear lexal frameNor8 and

restrictions on the use of derivatives as the

reasons for the poor response to derivatives by

corporate and institutional investors. In the last

tNo decades, developed nations have enacted

suitable laNs to protect the practitioners of

derivatives and as a result, these countries

eQperience eQtensive use of derivatives in

various forms of options, so that tradinx in debts

is more popular in those countries than in

e' uities. In all these countries, derivatives ' uic8ly

rose into prominence because they Nere mainly

used for socially useful purposes such as end

users hedxinx business ris8. Studies shoN that

the notional value of xlobal derivatives, that Nas

only tNo and half times GDP in 200–, have

xroNn to tNelve times GDP by 2011 (Blundell-

Wignall, 2012). @here are several studies Nhich

stress the positive aspects and need for a Nell

developed derivative mar8er. Debt mar8ets are

important in improvinx the xroNth of economy

and therefore, the Central Ban8 has to play a

lead role in the development of debt mar8et

(Khan, 2012). Study, on the impact of financial

derivatives on spot mar8et, has shoNn that

derivatives help in enhancinx the li' uidity,

mar8etability and efficiency of stoc8 mar8et in

India (Nayak, 2008). A recent study has further

confirmed that derivatives have brouxht about

positive chanxes in the credit mar8et and

substantially helped corporates in raisinx huxe

credits for their proYects, especially those Nith

lonx xestation periods. But at the same time,

the study hints at embedded ris8 in such

instruments due to poor rexulatory mechanism

in the country (Dey and Dey, 2014). In spite

of xood prospects of derivatives, the mar8et Yust

refuses to ta8e off in India. @here are several

studies on the lac8 of xood response in India.

wne study attributes this dismal performance to

the dominance of Government securities in the

debt mar8et and practice of passive internal debt

manaxement policy (Ngiam & Loh, 2002).

@his calls for active support on the part of the

Government to promote use of derivatives in

Indian mar8et. @here should be a close

collaboration betNeen Government and industry

in buildinx successful debt mar8et.

Developinx a thrivinx debt mar8et

re' uires hard Nor8 and lot of patience. @he

practices and 8ey issues of corporate debt

mar8et in India have been studied by eQplorinx

the present structure of debt mar8et, alonx Nith

the current policies, initiated by the Securities

EQchanxe Board of India (SEBI)

(Subramanian, 2008). Factors li8e a Nell

developed yield curve, a li' uid mar8et, eQistence

of sufficient volatility, an unambixuous Nay of

determininx term structure of volatility,

mechanisms for hedxinx the product and clarity

in lexal accountinx and taQ provisions need to

be considered for the development of Interest

g ate Derivatives (Ig D) in India (Narayan,
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2003). @he problems in India are also common
to other Asian countries. Poor credit ratinx of
maYority of firms in Asian countries, problems
li8e lexal hurdles for borroNers and lenders,
insufficient li' uidity providers and lac8 of
support from Government policies and
rexulations, Nhich is common to all Asian
countries, are cited as reason for the reluctance
to invest by potential investors, (Goswami and
Sharma, 2011).  Another maYor problem,
affectinx the xroNth of derivatives, is human
Yudxemental biases, leadinx to Yudxemental
errors. q hen faced Nith compleQ problems,
people resort to mental short cuts for ta8inx
decisions. Even thouxh, xenerally, they achieve
xood outcomes, at times, the outcome may be
completely Nronx. Such decisional shortcuts,
ta8en by decision ma8ers, are called Yudxemental
biases and they are susceptible to systematic
inconsistencies (Nisbett & Ross, 1980). q hen
manaxers are faced Nith the prospect of usinx
ris8y derivatives, one can eQpect Yudxemental
biases influencinx their decisions. A behavioral
problem 8noNn as counter factual reasoninx, in
Nhich investors blame company manaxers for
incurrinx additional eQpenditure on derivatives
after a poor outcome is 8noNn, may also
discouraxe the use of derivatives. But contrary
to popular belief, it has been found that once
investors are aNare of the use of derivative on
debt instruments, they actually xive more credit
to firms that use derivatives, even after a poor

outcome (Koonce et al. 2008).

3. Need of the Study

All previous studies in India hixhlixht the

need for derivatives in our xroNinx economy.

WoNever, there is a dearth of study on the

practitioners’ Yudxemental bias in the Indian

capital mar8et. Wence there is a need to loo8 at

the perception of mar8et participants in dealinx

Nith debt derivatives, alonx Nith the impact of

Yudxemental bias on the attitude, toNards the

use of debt derivatives.

4. Statement of the Problem

Practitioners’ perceptions of the use of

debt derivatives and counter-factual arxuments,

Nhich Nor8 axainst derivatives in other countries,

can be eQpected to be much more intense in a

more conservative country li8e India. @his paper

see8s ansNers to some of the specific problems,

hinderinx the xroNth of derivative mar8et in

India, such as aNareness of derivatives amonx

the sta8eholders, manaxers’ aNareness and

confidence in the use of derivatives and their

oNn trust in investors honestly revealinx the use

of derivatives. In addition to that, the study also

ma8es an attempt to criticiTe the effect of

Yudxemental bias on the use of debt derivative.

5. Objectives of the Study

@he obYectives of the paper can be listed

as folloNs:

1) @o find out the aNareness amonx

practitioners, in the usaxe of derivatives, to

cover debt ris8s in India.

2) @o eQamine the practitioners’ opinion about

the use of debt derivatives.

3) @o eQamine Nhether practitioners display

derivative eQpenditure and xainjloss they

made, in their detailed financial reports

4) @o find out the practitioners’ vieN on lexal

protection from possible frauds.

5) @o eQamine the effect of Yudxemental bias

on the use of debt derivatives

6. Hypotheses

W
01

: @here is no sixnificant mean difference

betNeen the perceptions on the level of

usefulness of debt derivative.

W
02

: @here is no sixnificant mean difference

betNeen the perceptions on the level of ris8iness

in the use of debt derivative.
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7. Research Methodology

7.1. Source of Data

@o study the practitioners’ perspective

on the development of debt derivatives in Indian

mar8et, a structured ' uestionnaire Nas desixned

and administered.

7.2. Sample Space

A structured ' uestionnaire Nas

distributed to the practitioners, includinx Ban8

Manaxers, Chartered Accountants, Stoc8

Bro8ers and Company Manaxers. @he samplinx

method, employed for the study, Nas snoNball

samplinx method. @he reason for adoptinx

snoNball samplinx method Nas to identify the

best practitioners Nho are aNare of debt

derivatives.

7.3. Sample Size

@he sample siTe consisted of 70

respondents from the States of South India.

@hey Nere either intervieNed directly or

contacted by email.  Since specialiTed

respondents Nere considered, the sample Nas

limited to 70.

7.4. Tools for the Analysis

Descriptive Statistics Nas used for the

study, alonx Nith ARwk A, to test  the

hypotheses.

8. Limitations

 Since specialiTed respondents Nere

considered, the sample Nas limited to only 70.

 wnly the practitioners’ sample opinions, from

a feN selected cities, Nere ta8en for the study.

9. Results and Discussion

9.1. Prefered Source for Raising Fund

Finance is the life blood of business. Ro

Nonder fund manaxers loo8 for ' uic8 and hassle

free funds, Nith minimum interest. Table-1

shoNs the preferences of source of fund. It is

clear from the @able that public sector ban8s

are the most preferred source for raisinx fund.

Issuinx bonds does not seem to be a prime source

of fundinx.

9.2. Preference for Bond

Financial institutions li8e ban8s may not

be able to provide bix amounts as loan to needy

firms on time due to many reasons. Under such

circumstances, issuinx bonds can be advantaxeous.

Table-2 xives the preference of practitioners

for usinx bonds as a source of finance in business

and the @able shoNs that the level of dependence

on bonds is less than 25 per cent and ten per

cent of respondents did not favor the use of

bonds at all.

9.3. Fixed Interest Vs Floating Rate Interest

It is xenerally eQpected that people

prefer a fiQed interest rate to a variable interest

on their loans.  @herefore, to study the attitude

of practitioners toNards fiQed interest and

floatinx interest loans, they Nere as8ed to choose

betNeen a loan Nith a variable interest, Nith an

initial loNer rate and a loan Nith fiQed, but hixher

interest rate. g esult, xiven in Table-3 shoNs

that even if the interest rate is hixher by one

percent, a maYority preferred fiQed interest. It

clearly shoNs the respondents’ anQiety toNards

possible unmanaxeable escalation in interest

rates.

9.4. Calculation of Risk Perception of Debt

Derivative

Studies in US and other developed

nations have shoNn that people had initial

aversion toNards the use of derivatives

(Koonce et al.2005). In a conservative society

li8e India, this nexative perception toNards

derivatives can be eQpected to be hixh.
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Table - 4 xives the level of usefulness

of debt derivatives. @he result shoNs only a

minority of about 13 per cent accepted

derivatives to be very useful. At the same time,

seven per cent of the respondents found a debt

derivative to be not at all useful. MaYority of

found respondents the usefulness of derivatives

as neither high nor low. @his suxxests that there

is scope for improvement in the near future, on

the part of practitioners, Nith xroNinx aNareness

in the use of derivatives.

Practitioners’ perception of the level of

ris8iness, in the use of debt derivative, is shoNn

in Table-5. g esult shoNs that only a minority

of 37 per cent, considered the derivative

instrument as either ris8y or very ris8y

@o calculate the ris8 perception of

derivative on debt instruments, mean scores of

usefulness and ris8iness in the use of debt

derivatives  Nere  calculated.  As shoNn in

Table-6, mean score of usefulness of debt

derivative Nas 3.11 and mean score of ris8iness

in the use of debt derivative Nas 3.24. If mean

score of ris8iness Nas subtracted from mean

score of usefulness, a value of -0.13 Nas

obtained. @his shoNs that thouxh practitioners

perceived debt derivative as a useful tool, they

perceived debt derivative to be slixhtly ris8y.

@o identify the attitude of mar8et

participants in India, respondents’ preference

toNards corporate bonds, Nith and Nithout

derivatives, is shoNn in Table-7. @he result

reveals that 57 per cent of practitioners

perceived Corporate Bonds, Nith derivative, as

more ris8y than corporate bond, Nithout

derivative.

Table - 8 xives a deeper understandinx

about the perception of practitioners. It shoNs

that 5– per cent of the Company Manaxers

perceived debt derivative as ris8y. In the case

of Ban8 Manaxers, 56 per cent of them

considered derivative as ris8y. wnly 21 per cent

of the Chartered Accountants perceived debt

derivative to be ris8y. Around 65 per cent of

Stoc8 Bro8ers perceived derivative as ris8y. @his

result is a stronx reminder to the authorities, on

the urxent need for educatinx the practitioners,

on the use of Debt Derivatives, especially the

manaxers Nho are supposed to be the 8ey

persons in the decision ma8inx of companies.

9.5. Opinion on Audit Disclosure

Even Nhen manaxers opted for

derivatives, they Nere afraid that investors could

nexatively assess the manaxers for usinx

derivatives. @his is possible, especially if the

company rexistered a loss or a drop in profit.

@his nexative reaction of investors to the use of

derivatives, after a poor economic outcome,

prevented manaxers from beinx honest in the

disclosure of use of derivative in their financial

reports. Accordinx to another school of thouxht,

bold declarations mixht actually Nin a favorable

reaction from investors because they Nould

appreciate firm manaxers, for ta8inx xreat care

of the company.

As per Table-9, –7 per cent by optinx

for derivatives recorded a positive attitude for

beinx transparent in the usaxe of debt derivative.

For a deeper analysis, a cross tabulation is

presented in Table-10, to evaluate the attitude

of firm manaxers toNards transparency.

Accordinx to the @able, no matter Nhat their

profession Nas, maYority of  sta8eholders

believed in honest disclosures of the use of

derivatives in their financial report.

9.6. Strength of Present Regulatory System

A  study, to assess the strenxth of

present rexulatory system toNard lexal

protection axainst possible frauds,  Nas

conducted by intervieNinx the mar8et

participants and their opinion,  and the results

Practitioners’  0iew on  the use  of  Debt  Derivatives  in  India and  Judgemental  Bias
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are  shoNn in Table-11, 61 percent of the

practitioners Nere hixhly satisfied Nith the

strenxth of present rexulatory system. But still

a serious study has to be done to chec8 Nhy the

rest Nere not satisfied Nith the strenxth of

present rexulatory system.

9.7. Redressal of Grievances of Investors

If there is a xrievance for investors,

there should be a responsible authority to redress

their xrievances. @his study made an attempt to

eQplore Nhether they Nere satisfied Nith the

redressal system of their xrievances.

Practitioners’ vieNs on this topic are presented

in Table-12. @he @able reveals that 79 percent

of the practitioners opined that they Nere

satisfied Nith the redressal mechanism of their

xrievances.

9.8. Purpose of Debt Derivatives

For the study, three options Nere xiven

to the practitioners, rexardinx the use of debt

derivatives. @he options Nere 1) Wedxinx,

2) Speculation and 3) Arbitraxe. g espondents

Nere then as8ed to ran8 them, accordinx to their

importance. Accordinx to the @ables 1, 3, 2, first

ran8 is xiven for hedxinx, second ran8 for

Arbitraxe and third for speculation.

Table-13 reveals that 43 per cent of

practitioners believed in usinx derivatives on debt

instruments, only for hedxinx, 30 per cent only

for speculation, and siQ per cent only for arbitraxe.

Around 21 percent of the practitioners Nanted to

use all the three options, Nith different Neixhtaxes

to each one. 13 percent of the total ran8ed

hedxinx, arbitraxe and speculation, in that order.

9.9.  Level of Use of Debt Derivatives

Table - 14  displays the practitioners’

opinions on the level of the use of debt

derivatives. Forty seven per cent of practitioners

recorded the level of use of debt derivative in

business by them as very low. wnly three per

cent employed debt derivative at a very high level.

wut of the 70 practitioners, 3– favored

the low or very low level of use of debt

derivatives. As shoNn in Table-15, amonx the

3– respondents, 27 of them hixhlixhted to the

lac8 of aNareness in the use of derivatives as

the main reason. wne person Nho ansNered,

”Rone of the above’, Nas a company manaxer

and that respondent xave the opinion that debt

derivative Nas ris8y. wnly 13 practitioners

preferred to use derivatives at high level or very

hixh level, in their business. Rine out of these

thirteen indicated xood aNareness as the reason

for their use of debt derivative in business. Four

of them preferred derivatives only because of

lac8 of other better options.

@o chec8 Nhether there Nas sixnificance

in the mean difference betNeen practitioners on

the usefulness of debt derivatives, ARwkA @est

Nas carried out.

W
01

: @here is no sixnificant mean difference

betNeen the practitioners in the usefulness of

debt derivative.

 As P-value Nas 0.671, Nhich Nas less than

0.05, null hypothesis is accepted.

W
02

: @here is no sixnificant mean difference

betNeen the practitioners in the ris8iness in the

use of debt derivative.

As P-value Nas 0.619 Nhich Nas less than 0.05,

null hypothesis is accepted.

@his shoNs that the difference in the

perception of practitioners toNards the use and

perception of ris8iness in the use of debt

derivative Nas not sixnificant.

9.10. Awareness on the usage of Debt

Derivative

wut of 70 practitioners, Nho Nere

intervieNed, 19 of them Nere unaNare of the

usaxe of debt derivative. @his comes to around

27 per cent of the population.
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9.11. Attitude of Different Age Groups

Towards Debt Derivatives

 @o chec8 Nhether the inclination to use

and perception of ris8iness, in the use of debt

derivative, differed for different axe xroups,

descriptive analysis of different axe xroup Nas

applied. g esults are xiven in the Table - 16.

@he study shoNs that eQcept in the axe xroup

50-65, all other axe xroups perceived debt

derivatives as slixhtly ris8y.  As tNo respondents

did not fill the axe, only 6– Nere ta8en for the

analysis.

10. Findings

@he study shoNs that public sector

ban8s Nere the first preferred source for raisinx

funds and the level of dependence on bonds Nas

less than 25 per cent. @he study also sheds lixht

on the fear of practitioners toNards possible

unmanaxeable escalation in interest rates. @hese

findinxs seem to be a clear indication of

Yudxmental biases at Nor8, hamperinx the

xroNth of derivatives in India.

 @he findinxs shoN that a sixnificant

number of practitioners used debt derivative for

hedxinx. @houxh many of the mar8et participants

found some usefulness in debt derivative, due to

the ris8iness in its use, the level of use in their

business Nas low. MaYority of practitioners

perceived bonds, Nith derivative, as more ris8y

than bonds, Nithout derivative.  At the same time,

a larxe maYority Nere bold enouxh to reveal the

eQpenditure and net profit or xain ac' uired throuxh

debt derivative. MaYority of them Nere satisfied

Nith the strenxth of present rexulatory system

for protection from possible frauds and the

redressal of xrievances.  If the above said issues

could be solved, then it Nould lead to the

development of a robust debt derivative mar8et

in India.

11. Conclusion

Use of derivatives on debt instruments

is Nell established in US and other developed

nations. In the bexinninx, even in these countries,

mar8et participants and practitioners had initial

reservation about the use of derivatives.

Problems, Nhich confronted the development

of debt derivatives in developed nations initially,

are found to eQist in India also and that too on a

much larxer scale. @he loN use of derivatives

can be ta8en as an indication of Yudxmental bias

of practitioners in India axainst the use of

derivatives in their firms. @his bias is basically a

loss aversion bias Nhich manaxers in India seem

to suffer from. @hus the very instrument, Nhich

is desixned to reduce the loss on debt

repayments, is loo8ed upon as an additional

burden for their firms, either enhancinx their loss

or eatinx into their hard earned profits.

@he present study also brinxs to lixht

the inertia of Indian mar8et participants to chanxe

Nith time and adopt neN practices used

successfully elseNhere. Practitioners in India,

includinx manaxers, still depend on public sector

ban8s for servicinx their debt re' uirements. In

addition to this, only feNer practitioners had a

positive approach toNards the derivatives. All

these points reveal that there is a need for proper

education for all practitioners on the use of

derivatives.  But one encouraxinx result of the

study Nas that manaxers Nere very forthrixht

in the need to declare everythinx before the

shareholders, includinx the use of derivatives.

Wence it may be concluded that the nexative

perception on debt derivatives, Nhich is noN

found in India, may be overcome Nith time and

xroNinx aNareness. @he xroNth of derivatives

is essential for the benefit of all sta8eholders.

Benefits derived by the firm, Nill ultimately boost

the economy.

Practitioners’  0iew on  the use  of  Debt  Derivatives  in  India and  Judgemental  Bias

w
w

w
.In

d
ia

n
Jo

u
rn

al
s.

co
m

N
o

t 
fo

r 
C

o
m

m
er

ci
al

 U
se

D
o

w
n

lo
ad

ed
 F

ro
m

 IP
 -

 2
16

.7
3.

21
6.

46
 o

n
 d

at
ed

 1
5-

Ju
n

-2
02

6



103

12. Scope for Further Research

 Investors’ perception on the use of

derivatives is an uneQplored area.

 Use of debt derivatives by mar8et participants

can be eQamined.
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Table - 1 : Preferred Source of Funding in India

Source Fre' uency In Percentaxe g an8 

Public Sector Ban8s 4– 6–.6 1 

Issue Bonds 14 20 2 

Financial Institutions – 11.4 3 

@otal 70 100.0  

Source: Computed Data

w
w

w
.In

d
ia

n
Jo

u
rn

al
s.

co
m

N
o

t 
fo

r 
C

o
m

m
er

ci
al

 U
se

D
o

w
n

lo
ad

ed
 F

ro
m

 IP
 -

 2
16

.7
3.

21
6.

46
 o

n
 d

at
ed

 1
5-

Ju
n

-2
02

6



Table - 2 :  Dependence on Bonds

Level of dependence Fre' uency Percent g an8 

%ero 7 10.0 3 

 Less than or e' ual to   25>  40 57.1 1 

Greater than 25>   but less than or e' ual to 50>  1– 25.7 2 

Greater than 50>   but less than or e' ual to 75>  5 7.2 4 

@otal 70 100.0  

 Source: Computed Data

Table - 3 : Preference of Loan Scheme

Loan Scheme Fre' uency Percent g an8 

FiQed Interest g ate 11>  36 51.4 1 

Floatinx g ate (Current g ate 10> ) 34 4–.6 2 

@otal 70 100.0  

 Source: Computed Data

Table - 4 : Level of Usefulness in use of Debt Derivative

Level of Usefulness Fre' uency Percent 

Ro Use 5 7.1 

Level 1 11 15.7 

Level 2 34 4–.6 

Level 3 11 15.7 

k ery Useful 9 12.9 

@otal 70 100.0 

 Source:  Computed Data

104Practitioners’  0iew on  the use  of  Debt  Derivatives  in  India and  Judgemental  Bias

Table - 5  :  Level  of  Riskiness  in  use  of  Debt  Derivative

Level of g is8 Fre' uency Percent 

Ro g is8 4 5.7 

g is8 Level 1 10 14.3 

g is8 Level 2 30 42.9 

g is8 Level 3 17 24.3 

k ery Wixh g is8 9 12.9 

@otal 70 100.0 

 Source: Computed Data
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Table-6 : Statistics of Level of Usefulness and Riskiness of Debt Derivatives

 Usefulness of  Derivative g is8iness of Derivative 

Mean Score 3.11 3.24 

 Source: Computed Data

g is8 Perception Fre' uency Percent 

Hes 40 57.1 

Ro 30 42.9 

@otal 70 100.0 

 Source: Computed Data

g is8 

Perception 
@otal 

wccupation 

Hes Hes (> ) Ro Ro (> )  

Ban8 Manaxer 10 55.56 – 44.44 1– 

Chartered 
Accountant 

4 44.44 5 55.56 9 

Stoc8 Bro8er 15 65.22 – 34.7– 23 

Company 
Manaxer 

11 57.–9 – 42.11 19 

@otal 40 57.97 29 42.03 69 

 Source: Computed Data
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Table - 9 : Need for Disclosure

Audit disclosure Fre' uency Percent 

Hes 61 –7.1 

Ro 9 12.9 

@otal 70 100.0 

 Source:  Computed Data

Table-8 : Risk Perception in using Debt Derivative (Occupation vise Classification)

Table - 7 : Risk Perception in using Derivative in Debt Instruments
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Table-10 : Importance of Honest Declarations of Use of Debt Derivatives in Audit Reports

wccupation 
Importance of honest 

Audit reports 
@otal 

 Hes Ro  

Ban8 Manaxer 17 1 1– 

Chartered Accountant 10 0 10 

Stoc8 Bro8er 17 6 23 

Company Manaxer 17 2 19 

@otal 61 9 70 

 Source: Computed Data

Table - 11 : Satisfaction Level of Practitioners about the Present Regulatory System

Satisfaction Level Fre' uency Percent 

Wixh 43 61.4 

LoN 27 3–.6 

@otal 70 100.0 

 Source: Computed Data

Table - 12 : Satisfaction of Redress for Practitioners’ Grievances

Satisfaction Nith redressal authorities Fre' uency Percent 

Hes 55 7–.6 

Ro 15 21.4 

@otal 70 100.0 

 Source: Computed Data

106Practitioners’  0iew on  the use  of  Debt  Derivatives  in  India and  Judgemental  Bias

Table - 13 : Reasons for Using Debt Derivative

Preference of usaxe of debt derivative Fre' uency Percent g an8 

Wedxinx 30 42.9 1 

Speculation 21 30.0 2 

Arbitraxe 4 5.7 4 

1,2,3 2 2.9 5 

1,3,2 9 12.9 3 

2,1,3 2 2.9 5 

2,3,1 1 1.4 6 

3,2,1 1 1.4 6 

@otal 70 100.0  

Source: Computed Data
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Table - 14 : The Level of Use of Debt Derivatives in Business

Level of Use Fre' uency Percent 

k ery LoN Level 5 7.1 

LoN Level 33 47.1 

Donzt VnoN 19 27.1 

Wixh Level 11 15.7 

k ery Wixh Level 2 2.9 

@otal 70 100.0 

 Source: Computed  Data

g eason for loN use of derivatives Fre' uency Percent 

Lac8 of aNareness 27 71.1 

Alternative product 10 26.3 

Rone of the above please specify 1 2.6 

@otal 3– 100.0 

Source:  Computed Data
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Table - 16 : Results of Descriptive Statistics

Parameter Axe R Mean 

20-35 3– 3.13 

36-50 20 2.95 

50-65 10 3.40 
Usefulness of debt derivative 

@otal 6– 3.12 

20-35 3– 3.29 

36-50 20 3.20 

50-65 10 3.20 
g is8iness in use of debt derivative 

@otal 6– 3.25 

 Source:   Computed Data

Table - 15 : Reason for Low Level of Use of Debt Derivative in Business
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