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Abstract

Increasing volatility in exchange rates, interest rates, and asset prices has exposed
organizations in both the public and private sectors to a wide range of financial risks,
leading to growing attention to derivative instruments as key risk management tools.
This study adopts a systematic review approach to examine the existing literature on
the use of financial derivatives for risk management in the public and private sectors,
with the aim of identifying institutional, regulatory, and motivational similarities and
differences. Studies published between 1990 and 2025 were collected from major
academic databases; out of 198 identified articles, 47 studies were ultimately
selected for final analysis based on the PRISMA framework. The findings indicate
that although the use of derivatives for risk hedging is widespread, there are
significant differences between the two sectors in terms of usage objectives, levels
of disclosure transparency, and accounting frameworks. Identified research gaps
include the integration of sustainability metrics, the role of crypto-derivatives in
emerging markets, and the application of machine learning techniques in derivative
risk assessment. Effective use of derivatives requires transparent regulatory
frameworks, strong financial governance, and adequate technical capacity.
Keywords: Financial derivatives, Risk management, Public sector, Private sector,
Systematic review.
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