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Why Crude?

 Represent the World Economy

e Low Volatility v/s Stocks

e Low Risk v/s Stocks

e Easily Liquid

e Easy to Track

e Monthly Options Available

e Contract Size 100 (100x7,940=7,94,000)
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Crude Oil (MCX) 9 Years Monthly Returns
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Crude Outcomes (Monthly)

Total Observations: 102
Probability for Gold remaining in the range of 0-5% below or above - 39.22%
Probability for Gold remaining in the range of 5-10% below or above- 28.43%
Probability for Gold remaining around 10% below or above- 32.35%

Note: f
Out of the 0-5% range we saw the upside was 52.50% il
Out of the 5-10% range we saw the upside was 58.62% ——
Out of the 10% range we saw the upside was 54.54% i — i
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Investor's Appetite

CRUDE CMP: 7,940

Returns Estimated What to do?

NOTE: Returns and Risk are directly correlated.
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Option Chain
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View: Bearish to Neutral

As we saw above, chances of Crude staying above and below 5% is almost 39.22%.
Assuming Crude is at 7,940, and its 4% is 7,600 level

Crude CMP 7,940 _/’

Crude Lot Size 100

What to do? Sell 7,600 Put @ 313.10

Margin Required Approx 2,50,000

Returns in Amount (313.10*100)= Rs. 31,310.(Monthly)

Returns in % 31,310/2,50,000= 12.52% (Monthly)
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Considering view: Bullish

STEPS:
e Buy futures @7950 and sell call (CE)option @7950
e 452.80*100= 45,280(Rs 452.80 is the premium and 100 is the lot size of Crude)
e Returnin % = 18.11% (45,280/2,50,000)- (2,50,000 is the margin required)
e Max profit= 45,280 (the premium received)

e Risk= Delivery

CASE 2
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What to do if the delivery comes?

If the delivery comes it will come The delivery will come to us at
of the same option strike which the future price we have bought.

we have sold.

In both the above cases: Cost of Delivery= Purchase - Premium Received

Calculations:

Cost of delivery= 7940*100 (Lot size)
= Rs. 7,94,000

Premium Received= Rs.45,280
Returns= 45,280/7,94,000

= 5.70% (Monthly)
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Cost of Purchase

CASE 1 CASE 2

Delivery at 7,287 Delivery at 7,498
(7,600 PE premium was 313.10 on (7,950 CE premium was 452.80,
monthly basis, so 7600-313.10) so 7,950-452=7,498)- (worst

case scendario)

CE Strike Price Premium Monthly

7,500 715
7,700 590
7,800 539
7,900 484
8,000 435

Indicative Premium rates
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Process

Note: IN CASE 1

Assuming you sold Crude 7600 PE and its cost of purchase becomes
= 7,600-313.10(monthly premium)
So, 7,600-313.10= 7,287 (Taking delivery at 7,287)

Crude at 7,250

Crude at 7,050

Crude at 6,900

Crude at 6,750

Assumptive Premium rates
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CONTACT US
KEDIA CAPITAL SERVICES PVT. LTD.

MEMBER OF : NSE | BSE | MCX | NCDEX | CDSL

SEBI REGISTRATION NUMBER. INZOO0042238 | IN-DP 394 -2018 CIN : Ue5923MH2012PTC227863 | SEBI RIA NO.: INAOOOO15525
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THANK YOU

DISCLAIMER:

THIS DOCUMENT IS FOR EDUCATIONAL PURPOSES AND
ONLY FOR INTERNAL EMPLOYEES. DO NOT TRADE ON THIS
STRATEGY AS IT'S ONLY FOR EDUCATIONAL PURPOSES.




