20 MARCH, 2020 OPTION STRATEGY FOR EXPORTERS

(RISK REVERSAL)- APRIL 2020 EXPIRY

Option Strike Price Action Premium
Put 75 Buy 0.70
Call 76.50 Sell 0.60

Net Premium -0.10

The given strategy is beneficial for the exporters who want to lock downside risk while at the
same time want to have upside participation. Hence, it is recommended to buy a Put option of
75.00 strike and sell a call option of 76.50 strike. Premium to be paid is 10 paise.

PAYOFF TABLE

Market Price Sl é%” 6706'50 gﬁ{ éggg Exporters rate For\/;‘\vgij(l)?ate
73.75 0.60 0.55 74.90 75.35
74.00 0.60 0.30 74.90 75.35
74.25 0.60 0.05 74.90 75.35
74.50 0.60 -0.20 74.90 75.35
74.75 0.60 -0.45 74.90 75.35
75.00 0.60 -0.70 74.90 75.35
75.25 0.60 -0.70 75.15 75.35
75.50 0.60 -0.70 75.40 75.35
75.75 0.60 -0.70 75.65 75.35
76.00 0.60 -0.70 75.90 75.35
76.25 0.60 -0.70 76.15 75.35
76.50 0.60 -0.70 76.40 75.35
76.75 0.35 -0.70 76.40 75.35
77.00 0.10 -0.70 76.40 75.35
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PAYOFF CHART

Option strategy Payoff Chart
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SCENARIO ANALYSIS

Below are the different scenarios for the April 2020 expiry.

Case I: IF the USDINR pair expires below 75.00 on maturity, then the downside rate for the
exporters will be locked at 74.90.

Case II: IF the USDINR pair expires between 75.00 - 76.50 on maturity, then the net realization
rate will be at the spot rate minus net premium paid. i.e. If the pair expires at 76.00 on
maturity, the net realization rate would 76.00 — 0.10 (premium paid) = 75.90

Case lII: IF the USDINR pair expires above 76.50 on maturity, then the upside rate for the
exporters will be locked at 76.40 which is far better than current forward rate (75.35)
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IMPORTANT NOTICE AND DISCLAIMER

While every effort has been made to ensure that the data quoted and used for the research behind this
document is reliable, there is no guarantee that it is correct, and IFA Global can accept no liability whatsoever
in respect of any errors or omissions, or regarding the accuracy, completeness or reliability of the information
contained herein. This document does not constitute a recommendation to sell and/or buy any financial
products and is not to be considered as a solicitation and/or an offer to enter into any transaction. This
document is a piece of economic research and is not intended to constitute investment advice or to solicit
dealing in securities or in any other kind of investments. Although every investment involves some degree of
risk, the risk of loss trading off-exchange Forex contracts can be substantial. Therefore if you are considering
trading in this market, you should be aware of the risks associated with this product so you can make an
informed decision prior to investing. The material presented here is not to be construed as trading advice or
strategy. IFA Global makes a strong effort to use reliable, expansive information, but we make no
representation that it is accurate or complete. In addition, we have no obligation to notify you when opinions
or data in this material change. Any prices stated in this report are for information purposes only and do not
represent valuations for individual securities or other instruments.
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