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Fi n an ce an d Econ om i cs Di scussi on  Seri es: Do          
Non f i n an ci al  Fi rm s U se In terest Rate Deri vati ves            
to Hedge

By Daniel Covitz, Steven A Sharpe

Bibliog ov, United States, 2013. Paperback. Book Condition: New. 246 x 189 mm. Lang uag e:
Eng lish . Brand New Book ***** Print on Demand *****.We compile and analyzed detailed
information on the debt structure and interest rate derivative positions of nonfinancial firms in
2000 and 2002. We find that differences in debt structure across firms and time tend to be
counterbalanced by difference in derivative positions. In particular, among  derivative users,
smaller firms tend to have relatively more interest rate exposure from liabilities than larg er firms
and tend to use derivatives that offset these exposures. Larg er firms also tend to limit their
interest rate exposures, but they do so throug h their choice of debt structure rather than with
derivatives. On the other hand, we find that a larg e fraction of the chang e in derivative positions
over time cannot be explained by chang es in debt structure. Finally, we find no evidence that
nonfinancial firms hedg e interest rate exposures from their operating  assets, but do not see this
as supporting  the hypothesis that firms use derivatives to speculate.
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