
NIFTY
Hedging Strategy



● Constituents of Top 50 Stocks

● Low Volatility v/s Stocks

● Low Risk v/s Stocks

● Highly Liquid 

● Easy to Track

● Weekly Options Available 

● Contract Size 50 (50*18000 = 9,00,000)

Why Nifty ?



Nifty 9 Years Monthly Returns



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%

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

3 10% and above 1 10% and above 3



Returns Estimated What to do?

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

NIFTY CMP: 18000

NOTE: Returns and Risk are directly correlated.

Investor’s Appetite



Nifty Option Chain (Weekly)



View: Bearish to Neutral (Buy on Drop)

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.

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

CASE 1

20th  Jan 2023



Case 1 Exit Strategy

Add Stop Loss 
and Book loss in 
the same month

Rollover and Sell 
same strike price 
PE option on 
Weekly basis

Take Delivery at 
determined cost 
and Sell same 
Strike CE Options

1 2 3

Outcome= Loss
Outcome= 

Receive Premium 
Amount

Outcome= Sell 
delivery when 

prices rise above 
the selling level



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.
CASE 2

20th  Jan 2023



Case 1 Exit Strategy

Add Stop Loss and 
Book loss in the 

same month

Take Delivery at 

determined cost and 
start selling CE 

Options

1 2

Outcome= Loss

Outcome= Sell 

delivery when prices 
rise above the selling 

level



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 to KSCRPL. Any dispute arising out of this Report shall be subject to the exclusive

jurisdiction of the Courts in India.

Disclaimer




