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Abstract 

This paper investigates the growth and function of financial derivatives, particularly futures and options, within 

the Indian capital markets. Derivatives serve as tools for hedging, speculation, and efficient portfolio management. 

With the introduction of derivatives in India in the early 2000s, their usage and significance have risen sharply. 

This study focuses on turnover and contract growth patterns on NSE and BSE, comparing these trends to global 

benchmarks. Findings indicate that India's derivatives market, though relatively young, has evolved into one of 

the most dynamic globally. The paper also highlights regulatory frameworks, trading practices, and key market 

instruments. 

 

1. Introduction 

 Derivatives are financial contracts whose value is derived from underlying assets such as stocks, bonds, 

currencies, or commodities. These instruments include futures, options, forwards, and swaps. They are essential 

for risk management, price discovery, and arbitrage. 

The Indian derivatives market began in earnest in June 2000 with the introduction of index futures on the NSE. 

This was soon followed by index options, stock futures, and stock options. Today, the Indian derivatives market 

stands as one of the most active globally, driven by policy reforms, institutional investor participation, and 

increased awareness. 

 

 

2. Objectives of the Study 

● Analyze the growth of the Indian derivatives market from 2000 to 2015. 

 

● Evaluate the effectiveness of futures and options in risk management. 

 



                           International Scientific Journal of Engineering and Management (ISJEM)                                ISSN: 2583-6129 
                                  Volume: 04 Issue: 06 | June – 2025                                                                                       DOI: 10.55041/ISJEM04103 

                                  An International Scholarly || Multidisciplinary || Open Access || Indexing in all major Database & Metadata        

 

© 2025, ISJEM (All Rights Reserved)     | www.isjem.com                                                               |        Page 2 

● Compare Indian derivatives with global counterparts. 

 

● Examine the regulatory framework governing derivatives in India. 

 

● Identify the challenges and limitations of the Indian derivatives market. 

 

 

3. Literature Review 

 Financial derivatives evolved from commodity markets where traders used forward contracts to hedge price 

risks. The modern financial derivatives era began post-1970s amid increasing market volatility. In India, SEBI 

and RBI laid the regulatory foundation for derivatives in the late 1990s. Scholars such as Hull (2009) and 

Chance (2008) emphasize the efficiency and utility of derivatives in financial systems. 

Futures are standardized agreements to buy or sell at a future date, traded on regulated exchanges. Options give 

the right but not the obligation to buy or sell an asset. Index-based derivatives are preferred for their liquidity and 

simplicity. Over-the-counter derivatives, while flexible, pose higher credit risk. 

 

 

 

 

4. Research Methodology 

 The study adopts a quantitative approach using secondary data from the National Stock Exchange (NSE) and 

Bombay Stock Exchange (BSE). Time-series data from 2000 to 2015 was analyzed. Key metrics included the 

number of contracts, turnover value, and growth trends. Data from World Federation of Exchanges (WFE) was 

used for international comparisons. 

A comparative analysis of Sensex and Nifty futures and options was conducted. The study also included global 

benchmarks such as the Chicago Board Options Exchange (CBOE) and Korea Exchange (KRX) to contextualize 

India's performance. 
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5. Data Analysis 
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Index Futures: 

● 2001-02: 1,025,588 contracts, Rs. 21,483 Cr turnover 

 

● 2003-04: 17,191,668 contracts, Rs. 554,446 Cr 

 

● 2005-06: 58,537,886 contracts, Rs. 1,513,755 Cr 

 

● 2014-15: 129,303,044 contracts, Rs. 4,107,215 Cr 

 Growth from 2001-02 to 2014-15: 126x in contracts, 191x in turnover. 

 

Stock Futures: 

● 2001-02: 1,957,856 contracts, Rs. 51,515 Cr turnover 

 

● 2003-04: 32,368,842 contracts, Rs. 1,305,939 Cr 

 

● 2005-06: 80,905,493 contracts, Rs. 2,791,697 Cr 

 

● 2014-15: 237,604,741 contracts, Rs. 8,291,766 Cr 

 Growth: 121x in contracts, 161x in turnover. 

 

Index Options: 

● 2001-02: 175,900 contracts, Rs. 3,765 Cr turnover 

 

● 2003-04: 1,732,414 contracts, Rs. 52,816 Cr 

 

● 2005-06: 12,935,116 contracts, Rs. 338,469 Cr 

 

● 2014-15: 1,378,642,863 contracts, Rs. 39,922,663 Cr 

 Growth: 7,837x in contracts, 10,603x in turnover. 

 

 

 

Stock Options: 

● 2001-02: 1,037,529 contracts, Rs. 25,163 Cr turnover 

 

● 2003-04: 5,583,071 contracts, Rs. 217,207 Cr 

 

● 2005-06: 5,240,776 contracts, Rs. 180,253 Cr 
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● 2014-15: 91,479,209 contracts, Rs. 3,282,552 Cr 

 Growth: 88x in contracts, 130x in turnover. 

 

 

6. Global Comparison 

 According to the World Federation of Exchanges: 

● 2013: Global Stock Index Options contracts = 2,777 million; NSE India = 930 million (~33.5% market 

share). 

 

● Global Stock Index Futures contracts = 2,333 million; India ranked sixth in volume. 

 

Asian markets, including Korea and Japan, showed growth, but India's market, supported by SEBI and 

exchange-led innovation, expanded more aggressively in both volume and notional value. 

 

7. Limitations 

● Limited range of derivative products compared to global markets. 

 

● Low participation from retail investors. 

 

● Operational risks and limited liquidity in less popular contracts. 

 

● High margin requirements that restrict small investors. 

 

● Market manipulation and insider trading risks. 

 

Addressing these limitations through reforms and investor education is essential to maintain growth and stability. 

 

8. Conclusion 

 India’s derivatives market has transitioned from nascent stages in the early 2000s to becoming a global leader 

in equity derivatives. Futures and options are increasingly used for hedging and speculation. The sharp increase 

in turnover and contract volume indicates strong market confidence. 

Regulatory efforts by SEBI and technological infrastructure by NSE and BSE have contributed to this growth. 

Going forward, a broader product range, better infrastructure, and retail inclusion can propel India’s derivatives 

market further. 
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