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Here comes the 3rd and final part of the long weekend '‘Beginners' Pathway" series.

In this we'll see Open Interest basics and Option Chain Analysis.

There are two types of Options, Call Option & Put Option.
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WHAT IS AN OPTION?
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¢ An option is a contract that issues
rights to traders to buy or sell an asset
within a preset timeframe & price.
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The two fundamental types of Options Trading are: Call & Put

A call options contract A put options contract gives
/\ provides a right to buy shares the buyer of the contract the
CALL of a security at a given price by right to sell the stock at a strike
a set date. price by a specified date.

Drivers of Option Value:
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The higher the stock's The more time left until The direction the underlying
volatility, the greater the expiration, the greater stock trades will affect the
value of the option. the value of the option. value of the option

This graphics show when to buy and when to sell options.



Price is expected Price is expected
to rise to fall

Price is expected Price is expected
to stay the same to stay the same
or fall or rise

The first thing that we need to know is the moneyness i.e. whether an Option is At the money (ATM), In the money (ITM) or
Out of the Money (OTM).

The strike closest to the market price is At The Money.

| have tried to explain OTM & ITM in a very simplistic & easy manner.
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Option chain of Nifty can be seen here

https://t.co/TgHdov6Kox

Lets see each item one by one


https://t.co/TgHdov6Kox

Option Chain (Equity Derivatives) Futures contracts

View Options Contracts for: Select Symbol Expiry Date Strike Price
NIFTY v OR Select A A OR v
Underlying Index: NIFTY 18,338.55 As on 14-0ct-2021 1530:00 1ST () Termsof Use 57 BestView [y Download (.csv)
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[ 7] 10 -2 3 194,29 3,504.15 21470 500 3,452.80 3,519.35 500 14,850.00 - - 0.05 9,600 -0.45 0.05 11418 7,067 a 343 7]
7] 3 2 8 = 3,270.30 270.30 300 3,387.50 3479.05 1,800 14,900.00 = 3 0.05 6,000 -0.45 0.05 11247 3,304 305 787 /]
] 1 - - - 3,018.55 = 1,000 323360 344815 1,000 14,950.00 - = 0.0 50 -0.45 0.05 110.76 2,593 6 20 7]
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[ 7] 1,000 292590 3,047.20 50 15,300.00 - - 0.15 3,800 -0.45 0.20 109.42 9,755 70 163 7]
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[ /] 1 - - = 2,737.20 = 1000 282665 3,061.10 1,000 15,400.00 - - 0.05 800 -0.75 0.05 9560 300 1 152 [}
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Ol (Open Interest) — is the number of open contracts relating to that strike. One buy & sell transaction constitutes one unit of
Ol

CHNG IN Ol —is the change in Ol as compared to last day

VOLUME - is the total number of contracts that are traded for a specific strike.

IV means Implied Volatility, High IV means market is expecting more fluctuations in future.

LTP means the Last Traded Price or Premium of an option.
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