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Abstract 
 

Derivative trading was introduced in India in the year 2000 on NSE 
and BSE. Since their launch Derivative securities have penetrated the 
Indian stock market and it has emerged that investors are using these 
securities for different purposes, namely, risk management, profit 
enhancement, speculation and arbitrage. High net worth individuals 
and proprietary traders account for a large proportion of broker 
turnover. Interestingly, some retail participation was also witnessed 
despite the fact that these securities are considered largely beyond the 
reach of retail investors (because of complexity and relatively high 
initial investment).The study has conducted a survey through 
structured questionnaire targeting 100 retail investors of Delhi/NCR 
region to understand the awareness and attractiveness of different 
derivative securities amongst the retail investors. The study also tries 
to understand the profile of retail investors dealing in derivative 
trading, to understand the different purposes for which the investors 
are using these securities in order of preference, popularity of a 
particular derivative security out of total set and reasons for not 
investing by some investors. The study uses chi square test to examine 
the effect of demographic characteristics on derivative investment. The 
study finds that education, profession and gender do not effect the 
derivative investing behaviour, however income is found to have a 
significant effect on derivative investment. Further study proposes to 
popularize option instruments because they may prove to be a useful 
medium for enhancing retail participation in the derivative market 

 
 
Introduction 
The financial markets are marked by a very high degree of volatility.  Derivative 
products provide risk management. The derivatives trading on the NSE and BSE 
commenced in June 2000. However, even after a passage of more than a decade it is 
found that the investors awareness about the hedge funds is low (Base, Brahmbhatt, 
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2012) and they still prefer investing in secured investments with low return .Small 
investors in equity shares in India grope in the dark, as neither they possess the 
sophisticated knowledge to take a decision nor they understand the investment 
guidance and advice given by the scholars and publications, based on the technical 
analysis of investment. ( Ramachandran,  P. S, Chinnathambi. ,2011. Investors 
generally see the past performance of the funds for investing their money in it which 
is not the right way to analyze the fund’s portfolio. (Base, Brahmbhatt  ,2012). They 
are guided by gut feeling more often. ( Ramachandra, P. S, Chinnathambi. S , 
2011).The present paper documents the role of emotional biases towards investment 
(or disinvestment) decisions of individuals, which in turn force stock prices to move. 
 
Table 1 Number of Trades in the Futures & Options Segment 
MONTH/YEA
R 

INDEX 
FUTURES 

STOCK 
FUTURES  

INDEX 
OPTIONS 

STOCK 
OPTIONS 

TOTAL 

2007-08      
30,897,058  

   
153,187,768  

      
10,370,483  

            
7,767,865  

           
202,223,174  

2008-09      
58,898,232  

   
153,256,283  

      
43,740,142  

            
9,331,300  

           
265,225,957  

2009-10      
57,564,449  

   
120,163,033  

      
76,949,992  

          
11,494,712  

           
266,172,186  

2010-11      
54,099,706  

   
143,556,091  

    
147,150,524  

          
25,923,625  

           
370,729,946  

2011-12      
57,713,350  

   
122,687,746  

    
217,338,496  

          
27,365,782  

           
425,105,374  

(Source: www.nseindia.com) 
 
 
Objectives 
The above statistical table specify that the trading in future and options has 
significantly risen in the last one decade. The trading in options (stock+ index) has 
especially risen from 20% in 2008-09 to 57% in 2011-12. Individuals often invest in 
securities based on approximate rule of thumb/herd behaviour, not strictly in tune 
with market conditions. Their emotions drive their trading behaviour, which in turn 
drives asset (stock) prices. (Kumar R. & Chandra Abhijeet, 2000). This study is 
conducted to understand investors’ awareness towards derivative products and their 
perception towards derivatives with special reference to options. The study tries to 
determine the preference of investors towards various considerable factors that 
motivates to invest in derivatives. The study also analyzes if there is any difference in 
perception of male and female towards derivatives investment and if there is any 
effect of demographic factors (educational qualification, profession and income level) 
on investors’ perception towards derivatives. 
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Research Methodology 
The research is descriptive in nature. The study is based on both primary data and 
secondary data.  

Table 2: Research Design 
 

Sampling frame All investors in Delhi & NCR Region 
Sampling unit Individual investors of Delhi & NCR region 
Sample size 100  
Sampling Technique Non probabilistic judgemental sampling based on 

Convenience 
Project Instrument Questionnaire 
Analysis Techniques Mean, Standard Deviation, T test and Chi square 

test 
Statistical Tools MS-Excel, SPSS 

 
 
Hypothesis:- 

 H1: All considerable factors are not equally preferred by investors for trading 
in derivatives. 

 H2: There is no significant effect of educational qualification of investors on 
investor’s perception towards derivatives. 

 H3: There is no significant effect of profession of investors on investor’s 
perception towards derivatives. 

 H4: There is no significant effect of income level of investors on investor’s 
perception towards derivatives. 

 H5: There is no significant difference in male and female perception towards 
derivatives. 

 
Data Analysis:  
 

Reliability Statistics: 
Cronbach's AlphaN of Items
.705 7 
  

 
Table 3: Demographic factors  

 

Variables Category No. of 
respondents 

Percentage 
(%) 

Gender 
Male  72 72 

Female 28 28 
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Total 100 100 

Educational 
Qualification 

HSC 16 16 

Bachelor degree 34 34 

Post graduate 24 24 
Professional 
Qualification 26 26 

Others 0 0 

Total 100 100 

Profession 

Govt. Employee 21 21 
Private Sector 
Employee 38 38 

Self employed  30 30 

Retired 7 7 

Others  4 4 

Total  100 100 

Monthly Income 

Less than 10,000 3 3 

10,000 – 20,000 20 20 

20,000 – 35,000 48 48 

More than 35,000 29 29 

Total  100 100 
(Source: Survey data) 
 

Table 4: Descriptive Statistics  
 
 N Minimum Maximum Mean Std. Deviation 
Risk Diversification 57 1.00 5.00 3.6316 .83733 
Safety 57 2.00 5.00 3.4211 .73064 
Liquidity 57 1.00 5.00 2.9474 .87466 
Return 57 2.00 5.00 3.6316 .89904 
Past performance 57 1.00 5.00 2.8947 1.09682 
Future growth 57 1.00 5.00 3.3860 .88144 
Stock market 
movement 57 2.00 5.00 3.7719 .86639 

      
(Source: Primary data) 
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Findings/ results of the study: 
The study shows Indian investors mainly invest their money in real estates and 
insurance as they are the options offering great returns with minimum risk associated 
with it. It is found that more than 75% of investors are aware about derivatives, out of 
which 74% have invested in derivatives.  Most of the users often invest 10% - 20% of 
their total investment in derivatives followed by users who invest 20% - 35% of their 
total investment in derivatives. Out of derivative users 76% investors have invested in 
options which offer benefits like risk diversification and promises their investors great 
profits with minimum investment. In this study, derivative market is dominated by 
male investor with 72% whereas female investors are only 28%. 
 

The hypothesis testing shows that that the investors prefer stock market 
movement as the important factor followed by risk diversification and return for 
trading in derivatives. As many investors have preference for various factors that 
influence their decision to invest in derivatives, which makes null hypothesis H01 
rejected and alternate hypothesis Ha1 is accepted. The chisquare test to study the 
significant effect of educational qualification of investors on investors’ perception 
towards derivatives gives the computed value of p as .854 which is quite higher than 
.05, thus the null hypothesis, H02 is accepted. Hence, there is no significant effect of 
educational qualification of investors on investor’s perception towards derivatives. 
Chi square applied to evaluate the effect of profession of investors gave the p- value 
as .194; hence the null hypothesis H03 is accepted. Thus, there is no significant effect 
of profession of investors on investors’ perception towards derivatives. To analyze the 
effect of income level on investors’ perception the value of p is .022 which is less 
than .05; hence the alternate hypothesis Ha4 is accepted. Thus, there is a significant 
effect of income level of investors on investors perception towards derivatives. The 
Independent T test shows that there is no difference in perception of male and female 
towards derivatives investment as it is observed that there are comparatively less 
female investors but these female investors are equally knowledgeable with respect to 
derivatives hence there is no significant difference in the male and female perception. 
It is found that options and futures are dominating instruments in derivative market as 
swaps are not much popular among the Indian investors. Limited risk and minimum 
investment are two important factors which motivates investors to invest in options 
followed by another feature of options i.e., unlimited profit. The investors mainly use 
their own research or broker’s advice to invest in derivatives.  The reasons for not 
investing in derivatives are lack of knowledge and complex understanding about 
derivatives.  
 
Suggestions & scope for further study: 
The study is limited to only Delhi & NCR region with a sample size of 100 
respondents only. Future research need to explore and analyse the other variables that 
can influence investors decision, so as to gain better insight. This study can be used 
by the regulating authorities and broker houses to increase awareness among the 
investors about derivatives. The derivative market is newly established in India and it 
is not much popular in the market, so SEBI and other exchanges have to take steps 
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and organize programs like NSE Pathshala which was introduced by NSE to create 
awareness among the investors about the derivatives and spot market. Broker and 
financial analyst should provide more reliable and authentic information to the 
investors, as decision of investors are mainly based on broker’s advice. 
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