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-~ Abstract

This paper provides survey evidence on the use of derivatives in risk

management among Taiwanese listed non-financial firms. The evidence is compared
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with the findings in other developed countries. The results indicate that about 59% of
sample firms involve derivatives transactions. The use of derivatives is directly
related with firm size. The main purpo$e of derivative usage is to hedge foreign
exchange risks, with the reduction of accounting earnings volatility as the primary
objective. We also find that about 95% of the firms conduct selective hedging
practice. Even without well-developed financial markets on derivatives, the practices
on derivative usage in risk management of Taiwanese firms are found to be similar
with those in developed countries. The difference is mainly related with the

experience on derivatives trading and the unique economic environment of Taiwan.
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