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EXCECUTIVE SUMMARY

The present study “ Use of straddle strategy in options trading — An analytical study
exploring profitability of stock options” with respect to ten companies namely ONGC,
Reliance, State Bank of India, TCS, Tata Motors, Tata Power, Tata Steel, Vedanta, Yes Bank
and WIPRO for a period of 5 years gave an opportunity to understand the uses of straddle
strategy in options trading and also helped to analyse how and why investors opt for straddle

strategy in options trading to reap more profits.

In this study an attempt is made to understand the profitability of using straddle strategy in
options trading. Profit or loss that an investor gets every month on adopting straddle strategy
in options trading with respect to 10 stocks is calculated for 5 years of period beginning from
2013 to 2017. As the significance of options trading is considerably increasing in the stock
market today, the study has helped in analysing the chances of earning more profit by use of

straddle options trading strategy.

The study has been conducted at Paterson Consulting Group Private Limited, Chennai. In this
particular study out of fifty companies that are being traded on National Stock Exchange, 10
companies belonging to different sectors are being selected and the data has been collected

and analysed.

| have collected the monthly data for past 5 years relating to the premium of call options, put
options, strike prices, underlying value etc from the official website of National Stock

Exchange for calculating the profit or loss. And a t-test has been applied.

From the results I have found that the for the period of study done from 2013-2017, the use of
straddle strategy proves to be profitable in trading the call and put options. The straddle
strategy gives more average returns to the investors than the average NIFTY returns for the
same period and thus options trading proves to be more profitable than the purchase of

stocks.



