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The Determinants of Corporate Derivatives
Speculating and the Effect of Speculating
on the Corporate Value

Po-Kai Huang

Associate Professor, Department of Finance, Shih Hsin University

The study investigates the determinants of firms’ speculating activity and
examines its potential impact on firms’ value. The results suggest that weakly
governed firms increase the chance of speculating. The determinants of firms’
speculating activity are also related to firms’ size, book-to-market ratio and
convertible bonds. However, the most weakly governed firms are more likely to
use derivatives for both hedging and speculative purposes, not just for
speculation only. Firms engaging in derivatives speculation have lower corporate
value. Further, the more amounts the firms use derivatives for speculation, the
more negative the impact on the firms’ value. It is interesting to note that firms
using derivatives to both hedge and speculate also have lower firms value, even

if they use derivatives to hedge.
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