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Determinants of Trading Behaviour of Retail Investors in Derivative Market -~ A
Multidimensional Approach
Financial market is an expansive ecosystem comprising various institutions, instruments,
participants and mechanisms which interact with cach other to facilitate cconomic
development. Exhibiting the underlying economic situation financial markets are essential for
capital formation, risk management liquidity and cnsuring the smooth functioning of various
economic activities to maximise return on investment (Chikwira and Mohammed, 2023). The
financial market is open for trading financial products such as stocks, bonds, and warrants by

individuals, ions, and (Sandjong 2018). Capital raising,

risk transfer in derivative markets, and international trade in foreign currency markets are all
made possible by financial markets (Tewari, 2023). The market offers unique instruments to
later the needs of individual investors, who want to grow their wealth to businesses, who need
capital for progressive activities. The effective functions of financial markets lead to cconomic
stability on the national and global landscape.

Capital market serves as a structured platform facilitating the lending and borrowing of
long-term funds through established institutional mechanisms (Genberg, 2016). 1t is an
organized system designed to enable the efficient and effective transfer of financial resources,
including funds, from investors—whether individuals, institutions, or entreprencurs—
operating within the private or public sectors of an economy (Stosic-Mihajlovic, 2016). Selling
bonds and selling stocks are two strategics to raise money as well as long-term funds. It gives
businesses and the government a new way to raise money in the long run. Capital markets
increase the variety of assets accessible in the nation and also attract international portfolio
investments (Joy, 2017).

Due to economic globalisation over the past years, many enterprises have been subjected
to currency rate fluctuations. Many firms are being forced to handle financial risks including
foreign exchange risk, interest rate risk, and other financial risks effectively as a result of the
increasing exposure. The importance of business hedging has increased the need for ground-
breaking advancements in the field of financial engincering as well as innovative risk
management techniques (Blommestein, 2012). The growing liberalisation of the Indian
cconomy has led to an important flow of foreign capital into India. Simultancously the removal
of trade barriers has made it easier for national economies to become more integrated with the
global economy (Alkhateeb et al., 2017). In India as well as other developed and emerging
nations, risk management through derivative products has become essential due to the

globalisation of trade and the relatively free movement of financial assets. The financial
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