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INDIA STRATEGY 

PORTFOLIO HEDGING 
The peak of 11,856 appears to be a distant memory as Nifty in the month 
of May has so far lost ~5%. Index has underperformed its global peers 
despite a hurray in March & April 2019.  Along with issues of 
heightened trade tensions between US & China, India is facing plethora 
of local risks (i.e. Bank NPA issue, liquidity crunch, auto industry & 
consumption slowdown to name a few). Plus, we are moving into the 
seasonally high volatile phase of the year, it is prudent to protect your 
portfolio ahead of the election verdict.  
 

Historical evidence suggests, that irrespective of trend, Nifty tends to 
face challenging environment during every election year. We probed 
into Nifty’s historical data (i.e. performance in election years of 1999, 
2004, 2009 and 2014) and observed that it tends to drop by more than 
5% at least four times during election year. 
 

 Nifty Bear put spread (Expiry: 30th May) 

Buy Nifty strike 11,200 Put @ 320 and Sell 10,500 Put @ 108 

Current spread: 210-213 points outflow 

Target spread: 450/650 
 
Maximum profit on May expiry @ 10,500 ~488 points. 

Maximum loss on May expiry @ 11,200 and above ~212 points. 

Rationale:  

1) OTM options on Nifty expensive to sell compared to ITM put.  

2) Vega rise would be compensated from theta decay.   

  

Exhibit 1: Nifty bear put spread expiry pay-off  

 
Source: YES Sec – Research, Bloomberg 
 
Exhibit 2: Nifty open interest distribution (Expiry: 30th May) 

 
Source: YES Sec – Research, Bloomberg 
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PAIN POINT FOR BANKNIFTY STANDS AT 29K 
 

 BankNifty Short Iron butterfly (Expiry: 30th May) 
 

BankNifty Sell strike 29,000 Call & Put  

BankNifty Buy strike 27,500 Put and Buy strike 30,500 Call 

Total Spread of inflow ~1100 

Max Loss of ~400 points 

 

Break Even Points: 

Downside at 27,900 and Upside at 30,100  
 
 BankNifty has corrected by ~4% this month after marking a peak of 

30,670 in April 2019. With outcome of election on the horizon, 
BankNifty could continue to behave in volatile manner. However, 
eventually it could stabilize around 29,000 mark.  

 We believe, recent volatility is likely to subside around 29k mark (As 
maximum combined Open Interest is seen at 29,000 strike & 
monthly WAP stands at 29,200).   

Exhibit 3: BankNifty expiry pay-off 

 
Source: YES Sec – Research, Bloomberg 
 
Exhibit 4: BankNifty open interest distribution (Expiry: 30th 
May) 

 
Source: YES Sec – Research, Bloomberg 
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Disclaimer 

RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS 
 
Analysts assign ratings to the stocks according to the expected upside/downside relative to the current market price and the estimated target price. Depending on the expected 
returns, the recommendations are categorized as mentioned below. The performance horizon is 12 to 18 months unless specified and the target price is defined as the analysts’ 
valuation for a stock. No benchmark is applicable to the ratings mentioned in this report.  

 
BUY > 15% 

ADD 5% to 15% 

HOLD -15% to +5% 

SELL > - 15% 

NOT RATED 

UNDER REVIEW 

POSITIVE: Positive is rating given to stocks we like but yet to be formally included in our coverage universe.  

NEGATIVE: Negative is rating given to stocks yet to be formally included in our coverage universe, but we find valuations expensive vis-a-vis fundamentals. 

NEUTRAL: Neutral rating is given to stocks that are not under our formal coverage yet, but we find current valuation fairly representing fundamentals. 

 
 
 
 
 
 
 
 
ABOUT YES SECURITIES (INDIA) LIMITED 
 
YES SECURITIES (INDIA) LIMITED (‘‘YSL’’) was incorporated on 14th March 2013 as a wholly owned subsidiary of YES BANK LIMITED. YSL does not have any other 
associates. YSL is a SEBI registered stock broker holding membership of NSE and BSE. YSL is also a SEBI registered Category I Merchant Banker, Investment Adviser and a 
Research Analyst. YSL offers, inter alia, trading/investment in equity and other financial products along with various value added services. We hereby declare that there are 
no disciplinary actions taken against YSL by SEBI/Stock Exchanges. 
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DISCLAIMER 
 
Investments in securities market are subject to market risks, read all the related documents carefully before 
investing. 

The information and opinions in this report have been prepared by YSL and are subject to change without 
any notice. The report and information contained herein are strictly confidential and meant solely for the 
intended recipient and may not be altered in any way, transmitted to, copied or redistributed, in part or in 
whole, to any other person or to the media or reproduced in any form, without prior written consent of 
YSL.  

The information and opinions contained in the research report have been compiled or arrived at from 
sources believed to be reliable and have not been independently verified and no guarantee, representation 
of warranty, express or implied, is made as to their accuracy, completeness, authenticity or validity. No 
information or opinions expressed constitute an offer, or an invitation to make an offer, to buy or sell any 
securities or any derivative instruments related to such securities. Investments in securities are subject to 
market risk. The value and return on investment may vary because of changes in interest rates, foreign 
exchange rates or any other reason. Investors should note that each security's price or value may rise or fall 
and, accordingly, investors may even receive amounts which are less than originally invested. The investor 
is advised to take into consideration all risk factors including their own financial condition, suitability to 
risk return profile and the like, and take independent professional and/or tax advice before investing. 
Opinions expressed are our current opinions as of the date appearing on this report. Investor should 
understand that statements regarding future prospects may not materialize and are of general nature which 
may not be specifically suitable to any particular investor. Past performance may not necessarily be an 
indicator of future performance. Actual results may differ materially from those set forth in projections. 

Technical Analysis reports focus on studying the price movement and trading turnover charts of securities 
or its derivatives, as opposed to focussing on a company’s fundamentals and opinions, as such, may not 
match with reports published on a company’s fundamentals. 

YSL, its research analysts, directors, officers, employees and associates accept no liabilities for any loss or 
damage of any kind arising out of the use of this report. This report is not directed or intended for 
distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, 
country or other jurisdiction, where such distribution, publication, availability or use would be contrary to 
law, regulation or which would subject YSL and associates to any registration or licensing requirement 
within such jurisdiction. The securities described herein may or may not be eligible for sale in all 
jurisdictions or to certain category of investors. Persons in whose possession this document may come are 
required to inform themselves of and to observe such restriction.

DISCLOSURE OF INTEREST 
 
Name of the Research Analyst  : Navneet Daga, Pritesh Mehta, Amit Trivedi 

The analyst hereby certifies that opinion expressed in this research report accurately reflect his or her 
personal opinion about the subject securities and no part of his or her compensation was, is or will be 
directly or indirectly related to the specific recommendation and opinion expressed in this research report. 
 

Sr. No. Particulars Yes/No 

1 
Research Analyst or his/her relative’s financial interest in the subject 
company(ies) 

No 

2 
Research Analyst or his/her relative or YSL’s actual/beneficial ownership of 1% 
or more securities of the subject company(ies) at the end of the month 
immediately preceding the date of publication of the Research Report 

No 

3 
Research Analyst or his/her relative or YSL has any other material conflict of 
interest at the time of publication of the Research Report 

No 

4 
Research Analyst has served as an officer, director or employee of the subject 
company(ies) 

No 

5 
YSL has received compensation or other benefits from the subject company(ies) 
or third party in connection with this research report 

No 

6 
Broking/Investment Banking/Merchant Banking relationship with the subject 
company at the time of publication of Research Report 

No 

7 
YSL has managed or co-managed public offering of securities for the subject 
company in the past twelve months 

No 

8 
Research Analyst or YSL has been engaged in market making activity for the 
subject company(ies) 

No 

 
Since YSL and its associates are engaged in various businesses in the financial services industry, they may 
have financial interest or may have received compensation for investment banking or merchant banking or 
brokerage services or for any other product or services of whatsoever nature from the subject company(ies) 
in the past twelve months or associates of YSL may have managed or co-managed public offering of 
securities in the past twelve months of the subject company(ies) whose securities are discussed herein. 

Associates of YSL may have actual/beneficial ownership of 1% or more and/or other material conflict of 
interest in the securities discussed herein. 
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