KEDIA ADVISORY

NIFTY

Hedging Strategy




Why Nifty ?

e Constituents of Top 50 Stocks

e Low Volatility v/s Stocks

e Low Risk v/s Stocks

e Highly Liquid

e FEasy to Track

e Weekly Options Available

e Confract Size 50 (50*18000 = 2,00,000)

Nifty50
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Nifty 9 Years Monthly Returns

I
JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC Growth
2014 6112.00 6289.25 673965 6726.45 723365 763435 772375 795275 7999.15 835270 863835 833785 1983.15
-3.82 290 716 -0.20 7.54 5.54 1.17 296 0.58 4.42 3.42 -3.48 31.21
2015 8872.65 896465 853475 817735 8458465 837780 8569.65 800005 798035 809470 7980.10 7941.50 -396.35
é.41 4 -4.80 -4.19 3.44 -0.9¢ 229 -0.25 1.43 -1.42 -0.48 -475
2016 7568.05 700895 774020 789480 819090 3828475 8686460 8836.15 8640465 862920 8246035 8187.40 24590
-4.70 -7.3%9 10.43 2.00 3.75 1.15 485 72 -2.2 -0.13 -4.27 088 3.10
2017 8584.30 890935 929775 933370 962605 9517.40 10103.00 992700 9800.55 10368.50 10231.65 1055690 234%9.50
485 3.79 434 039 3.13 -1.13 6.15 -1.74 -1.27 5.80 -1.32 3.18 28.74
2018 11055.40 10519.40 10120.25 1078030 10727.00 1069480 11371.60 1173530 10954.30 10398.40 10900.65 10926.85 36995
472 -485 -3.79 6.52 -0.49 -0.30 6.33 3.20 -6.66 -5.07 83 0.24 3.5C
2019 1083385 1079470 11679290 1179255 1192650 11841.50 11132.20 1105820 11534.460 11878925 1209985 12246.25 1319.40
-0.85 -0.346 8.20 76 1.14 0.71 -5.99 -0.66 4.3C 299 8é 1.21 12.07
2020 11926210 11201.75 859775 985990 958030 10302.10 11073.45 11387.50 1124755 1164240 1296895 13981.75 1735.50
-2.32 -6.36 -23.25 448 -2.84 7.53 7.49 284 -1.23 3.51 11.39 781 14.17
2021 13634.60 1452%2.15 1446%90.70 14431.10 1558280 15721.50 1576305 1713220 17618.15 17671.65 16983.20 1735405 337230
-2.48 .56 1.11 -0.41 6.5 0.89 0.24 8.69 2.84 0.30 -3.90 2.18 2412
2022 1733285 1679390 1746475 1710255 16584.55 15780.25 17158.25 1775930 1709435 1801220 18758.35 1810530 751.25
-0.08 -3.15 79 -2.07 -3.03 -4.85 8.73 3.5C -3.74 5.37 414 -3.48 433
2023 17662.15 -443.15
-2.45 -2.45
19 -0.87 38 97 2.13 8 48 54 085 207 64 0.70
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Nifty Outcomes (Monthly)

Conditions Downside No of times Upside No of times
1 Less than 5 % 39 Less than 5 % 42
2 5-10% 7 5-10% 17
& 10% and above 1 10% and above 3

Total Observations: 109
Probability for Nifty remaining in the range of 0-5% below or above - 74.31%

Probability for Nifty remaining in the range of 5-10% below or above- 22.01%
Probability for Nifty remaining around 10% below or above- 3.68%

Note:

Out of the 74% range we saw the upside was 51.85%
Out of the 22% range we saw the upside was 70.83%
Out of the 4% range we saw the upside was 75.00%
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Investor’'s Appetite

NIFTY CMP:18000
2-4% Sell 5% below the PUT strike price that is 17100
4-6% Sell 4% below the PUT strike price that is 17300
6-7% Sell 3% below the PUT strike price that is 17450
7-8% Sell 2% below the PUT strike price that is 17650

NOTE: Returns and Risk are directly correlated.
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Nifty Option Chain (Weekly)

Expity | 25JAN2023 ~ SuikePrice | 1700000 ~ —> | 1800000 ~ Subemit
cal IELE Put m e
Imphead Volatility al (3] upP Sell Prc Sell.Qry Buy Prc Buy.Qty Strike Price Buy Qty Buy Prc Sell Qty Sall Prc upP e o Implied Volatility
30.9792 275500 50 976.30 975.25 50 971.65 200 17000.00 2500 6.15 50 6.20 6.20 50 2721700 193138
222664 400 100 893.45 940.05 150 91535 100 17050.00 1200 6.50 500 6.60 6.70 50 50650 187035
22.8691 11400 50 84935 877.30 50 872.35 50 17100.00 2900 7.45 4100 7.60 7.45 50 454750 181465
227242 850 50 803.25 83400 150 796.65 2200 17150.00 1650 8.20 1000 830 825 50 26600 17.5667
250972 49900 150 776.00 778.40 200 774.50 250 17200.00 2650 9.65 1900 975 9.70 400 1235450 17.1242
21.1067 4350 100 706.20 735.85 2500 720.55 150 17250.00 100 11.20 50 1.25 11.10 50 150300 16.6817
229088 29250 50 673.10 68285 250 677.45 50 17300.00 1800 13.40 2900 13.50 13.40 50 1983850 163155
18.0629 6650 250 607.15 640.80 450 629.90 300 17350.00 1150 16.00 200 16.15 15.80 150 145100 159645
20.4735 36500 50 573.25 588.15 50 585.45 200 17400.00 750 19.30 650 19.40 10.40 350 1433500 15,6670
121727 7050 50 486.80 546.05 150 534.20 50 17450.00 1350 23.50 1950 2370 2330 100 149800 153847
21.0762 341600 50 497.00 496.95 50 495.50 150 17500.00 3050 2895 2350 29.10 29.00 450 2901950 151176
19.0392 11850 50 442.45 45485 200 450.85 100 17550.00 1150 3455 550 3475 3460 150 295950 147820
19.6648 134350 50 410.00 410.80 50 409.25 150 17600.00 250 4215 950 4230 4225 550 1420400 14,5302
18.3067 14550 50 362.00 370.55 100 368.45 200 17650.00 450 51.00 400 51.20 51.10 50 226550 142555
186119 241100 50 329.55 32085 50 32005 250 17700.00 100 61.15 350 61.30 61.05 50 1754600 139580
18.0397 33800 50 292.00 203.40 200 292.35 300 17750.00 1150 7335 350 73.65 7345 100 281850 13.6528
17.7040 621950 50 256.00 256.40 350 256,00 50 17800.00 550 87.50 850 8775 87.40 100 2004200 133629
17.1852 126750 50 22275 22310 200 22225 800 17850.00 350 103.80 750 10425 103.95 100 203200 13.0806
16.7580 3121250 200 190.65 190.85 650 190.40 850 17900.00 50 122.50 50 12270 12265 50 3142500 127220
16.4146 305200 50 162.45 162.40 200 161.95 50 17950.00 250 143.20 150 14375 143.70 150 200200 123711
16.1018 3446400 50 136.15 136.40 50 136.05 150 18000.00 50 166.10 200 166.50 166.05 50 3179350 11.8980
~
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View: Bearish to Neuiral (Buy on Drop)

KEDIA ADVISORY

As we saw above, chances of Nifty staying above and below 5% is almost 75%.

Assuming Nifty is at 18000, and its 5% is 17100 level

Nifty CMP

18000

Nifty Lot Size

50

What to do?

Sell 17100 Put @7.50

Margin Required

Approx 1,00,000

Returns in Amount

(7.50*50)= Rs. 375 (7.50 is the premium received weekly and 50 is the lot size)
and (375*4= 1,500) (7.50 is the weekly premium received and 4 is the number of weeks)

Returns in %

1,500/1,00,000= 1.50% (Monthly)

Added Benefit

If we use 50-50 for cash and collateral, we can make double returns.
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Case 1 Exit Strategy

Add Stob Loss Rollover and Sell Take Delivery at
f i same strike price determined cost
and Book loss in ; X
the same month PE option on and Sell same
Weekly basis Strike CE Options
Outcome= Outcome= Sell

Outcome= Loss Receive Premium delivery when
prices rise above
Amount

the selling level
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Considering view: Bullish

Nifty CMP 18000
Nifty Lot Size 50
What to do? Buy Futures @18000 and Sell Call (CE)option @18000

Margin Required Approx 1,00,000

Returns in Amount | (136*50)= Rs. 6,800 (136 is the premium received monthly and 50 is the lot

size)
Returns in % 6.8% (6,800/1,00,000)- (1,00,000 is the margin required)
Max Profit 6,800 (the premium received)
Risk Delivery (Top 50 stocks of NSE India)
Added Benefit If we use 50-50 for cash and collateral, we can make double returns.
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Case 1 Exit Strategy

Take Delivery at
determined cost and
start selling CE
Options

y
,/

Outcome= Sell
delivery when prices
rise above the selling

level

Add Stop Loss and
Book loss in the
same month

Outcome= Loss

i, Kedia Stocks & Commodities Research Pvt. Ltd.
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Disclaimer

This Report is prepared and distributed by Kedia Stocks & Commodities Research Pvt Ltd. for information purposes only. The
recommendations, if any, made herein are expressions of views and/or opinions and should not be deemed or construed to be neither
advice for the purpose of purchase or sale through KSCRPL nor any solicitation or offering of any investment /trading opportunity. These
information/opinions/ views are not meant to serve as a professional investment guide for the readers. No action is solicited based upon
the information provided herein. Recipients of this Report should rely on information/data arising out of their own investigations. Readers
are advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades
or making any investments. This Report has been prepared on the basis of publicly available information, internally developed data and
other sources believed by KSCRPL to be reliable. KSCRPL or its directors, employees, affiliates or representatives do not assume any
responsibility for or warrant the accuracy, completeness, adequacy and reliability of such information/opinions/ views. While due care
has been taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or

representatives of KSCRPL shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages,

including lost profits arising in any way whatsoever from the information/opinions/views contained in this Report. The possession,
circulation and/or distribution of this Report may be restricted or regulated in certain jurisdictions by appropriate laws. No action has
been or will be taken by KSCRPL in any jurisdiction (other than India), where any action for such purpose (s) is required. Accordingly, this
Report shall not be possessed, circulated and/ or distributed in any such country or jurisdiction unless such action is in compliance with all
applicable laws and regulations of such country or jurisdiction. KSCRPL requires such a recipient to inform himself about and to observe
any restrictions at his own expense, without any liability fo KSCRPL. Any dispute arising out of this Report shall be subject to the exclusive

jurisdiction of the Courts in India.
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KEDIA ADVISORY

Thank You
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