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What You Will Learn..?

¢ What are Options?

¢ Types of Options Contracts

¢ Option Chain: What is It and How To Read It?

¢ Buying Call options Strategy

* Buying Put options Strategy

% Case Studies on Option Trading Buying Strategies
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Options are a form of derivative contract that gives buyers of the contracts
(the option holders) the right (but not the obligation) to buy or sell a security at
a chosen price at some point in the future.

Option buyers are charged an amount called a premium by the sellers for
such a right.

Options are generally divided into "call" and "put" contracts.

With a call option, the buyer of the contract purchases the right
to buy the underlying asset in the future at a predetermined price,
called exercise price or strike price.
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With a put option, the buyer acquires the right to sell the underlying asset in
the future at the predetermined price.

Options Trading Basics:-

OPTIONS TRADING

YOU CAN YOU CAN
BUY OPTIONS SELL OPTIONS

v v

YOU EXPECT YOU EXPECT
STOCK PRICE FALL

STOCK PRICE RISE

SELL CALL

YOU EXPECT
STOCK PRICE FALL

YOU EXPECT
STOCK PRICE RISE

SELL PUT
OPTION

BUY CALL
OPTION

BUY PUT

OPTION OPTION

‘L ﬂ \ ] Y

OPTIONS TRADING STRATEGIES

. Buy a call option or sell a put option only when you expect the market to go up.

. Buy a put option or sell a call option only when you expect the market to go down

. The buyer of an option has unlimited profit potential and limited risk (to the extent of the
premium paid)

. The seller of an option has an unlimited risk potential and limited reward (to the extent
of the premium received)
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Option Chain: What is It and How To Read It?

Step 1:- search Nifty option Chain & click on
www.nseindia.com as shown below.

< 2> C 23 google.com/search?q=nifty+option+chain8sca_esv=4a8ff0415fafcb4d&riz=1C1RXMK_enlN1038IN1038&ei=KfHVZel

M Gmail B YouTube B¥ Maps

Go g|e nifty option chain X & @ Q
Images News Graph Live Barchart Videos Futures Bank Nifty Bz
SECquake (P About 75,80,000 results (0.25 seconds)
o NSE India
1 hitp:/fwww nseindia.com » option-chain  §

Option Chain (Equity Derivatives)

... NSE India. EqLIit}' Stock; Currency; Interest Rates; Commaodities. Option Chain [ED]LIil}r
Dervatives). Futures contracts. View 'C'DHCHS Contracts for: Select, NIFTY ..

Live Analysis . Suspension & EKpUlSiOI‘I - About Interest Rate Derivatives

Step 2:- Then select index Nifty and expiry date as
shown below.

v AU WAL L VL Lo Tt [IURETPI PRTeTeY LLmiuy  ouuis e v L

gl Currency  Interest Rates  Commodities

Option Chain (Equity Derivatives)

View Options Contracts for: Select Symbol Expiry Date Strike Price
¢ MNIFTY A OR Select v 22-Feb-2024 W OR Select W
Underlying Index: NIFTY 22,055.05 As on 21-Feb-2024 15:30:00 1ST {'j Terms of Use
|

Select Expiry date
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1350  -445 1346 - 58290 -207.90 600 57490 62025 1500 2140000 150 070 090 5300 300  0.90 2361 810277 29319 75496
300 79 261 - 53755 20045 600 53035 56480 50 2145000  &O00 100 110 5050 340 110 2259 469485 256 34185
3753 250 7,582 - 48350 21175 200 48235 48795 150 2150000 3000 130 165 50 570 165 2195 1453952 #6694 195877
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OF 1,504 1 4920 - 24460 -20855 50 24180 24500 100  21,75000 850 920 985 300  -475  9.85 1885 1762241 24650 72955
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18664 12818 263341 7.7 9155 -18225 100 9160 9465 S0 2195000 50 5745 $975 550 2225 5975 2080 1889075 8066 52747
115489 62562 1697086 1018 £6.10 -16B.85 9,100 6600 6895 300 2200000 100  B1OS 8360 50 3465 B175 2176 4199956 11,116 159755
61,122 44071 1231155 1176 47.95 -149.30 500 4625 4800 2350 | 22,050.00 i : : : ATM C_)F BOTH
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278921 172949 5669153 1433 1430 -89.05 50 1380 1440 14350 2220000 350 22665 23170 50 11360 22660 2857 4298621 -1505 64028
135933 100604 3561119 1492 895 7050 500 865 895 750 | 2225000 50 27300 27565 50 13475 27305 3094 1492053 4407 15429
209351 128295 4057572 1540 545 -5300 11250 520 | 550 3500 2230000 300 31825 32385 50 15570 32345 3339 1093715 233 20649
117832 83900 2534526 1598 340 -3835 2700 330 340 S0 2235000 50 36505 37190 200 16745 36770 3638 246370 1891 419
169570 99490 3023832 1665 210 2650 13600 210 245 7450 2240000 150 41505 42080 50 17595 41615 3881 223549 2104 4477
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93525 39577 1327712 2275 090 -170 4850 080 115 1700 2265000 200 66320 67010 400 20830 667.80 5343 593 1 3
161037 52627 1832862 2400 080 -1.00 23500 080 085 1700 2270000 600 68870 75150 800  209.35 717.00 5590 1723 -51 206
51461 1654 602968 2516 070 055 1100 070 100 3550 22750.00 200 73720 770.25 400 16630 72535 3851 ] 2 35
127933 17687 892541 2668 085 030 1800 070 085 2000 2280000 250 7B7.95 81700 100 21935 82235 6324 781 -110 104
29532 8022 269628 2839 085 -020 1200 065 080 27950 22850.00 B0  B47.20 90000 4750 14585 B72.00 6578 5 - 3
58728 7416 493990 2043 080 020 50 075 085 1100 2290000 5400 GBB480 94455 600 20885 91335 6502 24 4 10
25423 6966 159655 3065 100 005 11050 050 115 5400 2295000 400 95870 99975 200  107.55 900.05 25 b1l
156531 27826 1021363 3210 070 020 450 070 105 3200 2300000 7450 98660 104980 6600 20450 1018.00 7197 475 43 266

Summary of Above Diagram:-

The Call'options are on to the left side of the Option Chain.
The Put options are on to the right side of the Option Chain.
The strikes are stacked on an increasing order in the center of the Option Chain.

IEVIESHEAIBBEBAS — 2! option strikes lower than ATM options are ITM option. Hence
they have a pale yellow background

OVIESHEAIBREBS — 2! option strikes higher than ATM options are OTM options.
Hence they have a white background.

ITM For Put Options — all option strikes higher than ATM are ITM options. Hence they
have a pale yellow background.

ITM For Put Options — all option strikes lower than ATM are OTM options. Hence they
have a white background.

The pale yellow and white background from NSE is just a segregation method to
bifurcate the ITM and OTM options.

Beginners stepping in options trading will see the options chain as a complex
data. Option chain is a chart that will give in-depth information related to all stock

contracts available for Nifty stocks.
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The best thing about the option chain is that it provides valuable information
about the current security value and how it will affect it in the long term.
Understanding the option chain will help investors make correct choices within
the market. This article will give you a clear understanding of the Options chain to

make the right trading decision.

What is an Options Chain?

Options chain can be defined as the listing of all option contracts. It comes
with two different sections: call and put.

A call option means a contract that gives you the right but does not give you
the obligation to buy an underlying asset at a particular price and within the
option’s expiration date.

On the other hand, a put option means a contract that gives you the right
but does not give you the obligation to sell an underlying asset at a
particular price and within the option’s expiration date.

An option strike means the stock price at which the investor is ready to buy
the stock if the choice is exercised.

An option chain lists all option contracts, including put and call option for
given security. However, several traders focus on net change,” ‘bid,” ‘last
price,” and ‘ask,” columns to assess current market conditions.

Option chain is also called the option matrix. With the help of the option
matrix, several skilled traders can easily see the direction of price
movements.

Option Matrix also allows users to analyze and identify the points at which a
low or high level of liquidity appears. Typically, it limits the traders to

evaluate the depth and liquidity of specific strikes.

How To Read The Options Chain Chart?
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Here are components of the options chart that will help you to read the

options chain chart easily. Let’s look at the given below:

o Options Type
Typically, options have two different types:
a. Call Option
Call option means a contract that extends the right to buy underlying at
a specific price within a specified date
b. Put Option
Put option is also a contract that extends the right to sell underlying at a

specific price within a specified date.

« Strike Price
Strike price means a price at which both buyers and sellers of the
Option agree to execute a contract. When the options price goes

beyond the strike price, the options trade turns out to be profitable.

« Open Interest or Ol
Open Interest means the Interest of traders during a specific strike
price. The higher the amount, the Interest will be more among the
traders for the actual strike price of an option. Since there’s more

Interest among traders, there will be high liquidity to trade your opinion.

o Changein Open Interest
It shows all the significant changes taken place in the Open Interest
before the expiration date. The significant difference in Ol signifies that

either contracts are closed, exercised, or squared off.

e« Volume
The volume shows the trader's interest, and the total number of

contracts of an option for a specific price traded within the market.
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Volume is calculated daily and can even help understand the current

Interest of several traders.

o Implied Volatility or IV
Implied Volatility showed the price swing. High Implied volatility means
there will be a high swing in prices, and low implied Volatility means

there will be few or low swings in prices.

o Last Traded Option or LTP

LTP means the last traded price of an option.

o Bid Price
Bid Price means the actual value quoted within the last buy order. A
price above the Last Traded Price (LTP) may indicate rising demand for

options.

o Bid Quantity
Bid Quantity is the total number of buy orders booked for a particular
strike price. However, it tells you about the current demand for the strike

price of an option.

o Ask Quantity
Ask Quantity is the total number of open sell orders for a particular

strike price. It indicates the availability of the options.

e Ask Price

Ask Price is the value quotes within the last sell order.
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The _ are on to the left side of the Option Chain.
The Put options are on to the right side of the Option Chain.

The strikes are stacked on an increasing order in the center of the Option Chain.

_ — all option strikes lower than ATM options are ITM option.

Hence they have a pale yellow background

_ — all option strikes higher than ATM options are OTM options.

Hence they have a white background.

ITM For Put Options — all option strikes higher than ATM are ITM options. Hence
they have a pale yellow background.

ITM For Put Options — all option strikes lower than ATM are OTM options. Hence
they have a white background.

The pale yellow and white background from NSE is just a segregation method to
bifurcate the ITM and OTM options.

1) Buying Call options Strategy with RSl Indicators (5 minute, 15
minute):-
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When to Make Buy Entry in Nifty Call Options ITM ?

NIFTY CHART Analysis :

Above 60
gbo\;.e GOI 9 Buy Entry
uy Signa
y 2Ig 60

7 /

NIFTY Call Options Strike Chart :

60

2) Buying Put options Strategy with RSI Indicators (5 minute, 15
minute):-
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When to Make Buy Entry in Nifty Put Options ITM ?

NIFTY CHART Analysis:-

\ 40

Below
40
{(Downtrend)

NIFTY PUT Options Strike Price Chart :-

ABOVE 60
BUY ENTRY

/

60

STRANGLE Strategy:-

Strangle refers to a trading strategy in which the investor holds a
position in a security with both a call and a put option with different
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strike prices, but the same expiration date.. It is used when the
investor believes there will be a large price swing in the underlying
asset, but is unsure of the direction.

How a Strangle Works?

LONG STRANGLE

A long strangle is a popular strategy among investors, where both a long call and long
put with different strike prices — but with the same expiration date — are purchased
simultaneously.

Typically, the call option has a higher strike price than the current market price of the
underlying stock, while the put option has a strike price that is lower than the current
market price. This trading strategy has unlimited profit potential on both sides of the
market. Profit is earned when the underlying asset moves beyond a break-even point in
either direction.

Let’s understand with example:-

For example open option chain on nseindia.com

For example We are Buying Call Options of strike price 24800
And
We are Buying put options of strike price 25050

As shown below example image:-
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Strangle

Involves buying an equal number
of call and put options with the
same expiration date but
two different strike prices

STRADDLE Strategy:-

Long straddle:-

Straddle

Involves buying an equal number of
call and put options with the
same expiration date and
a common strike price

Goal :- To profit from a big price change — either up or down — in the underlying

stock.

A long straddle consists of one long call and one long put.

Both options have the same underlying stock, the same strike price and the same

expiration date. A long straddle is established for a net debit (or net cost) and profits if

the underlying stock rises above the upper break-even point or falls below the lower
break-even point. Profit potential is unlimited on the upside and substantial on the
downside. Potential loss is limited to the total cost of the straddle plus commissions.

We buy Call options and Put options of Nifty 24950
and that too on the same date of expiry.

For Example as shown below nifty option chain diagram :-
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Case Studies on Option Trading Buying Strategies:-

—
s

Nifty Chart Analysis:- Lox

i M
byt ‘

OverBought = Rsj touched 75 Level

and Reversed Below 70 ::

________ 4';__\__,'___ .\ _____ . _~ Il ___ /|
\f \"a._,"l . WV
' <: Oversold = Rsi below 30 and reversed

Above 30
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Oversold situation good for Nifty Call option Buying
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Disclaimer: - This is only for Knowledge Sharing purpose, First Apply in
paper trading Apps like front.page , neostox.com, sensibull.com




