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* "Greeks"is aterm used in the options market to describe the various dimensions of risk involved in taking:
an options position.

 These variables are called Greeks because they are typically associated with Greek symbols.
* Options Greeks, and the natural demand supply situation of the markets influence each other.

* Though all these factors work independently, yet they are all interwined with one another.
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Delta : Measures the change of options premium based on the directional
movement of the underlying

Gamma : Rate of change of delta itself

Theta : Time value decay . Measures the impact on premium based on time left
for expiry

Vega : Rate of change of premium based on change in volatility

Rho : Measures how much an option's price will change for a 1% move in
interest rates
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Measures how much the option price changes when the Delta vs Spot Price
underlying asset moves by 1.

Call options have positive Delta (0 to +1)

B Call Option Delta
B Put Option Delta

Put options have negative Delta (0 to -1)

Higher Delta means the option moves more closely with the R B e
stock o
Used to estimate probability of the option finishing in-the- .

money.

Spot Price



stocko

Moneyness - Delta o B,
: Call Option : OTM 4 Delta
B - OTM4 24500 0.10

OTM 3
OTM3 24450 0.20
OTM 2
OTM2 24400 0.30
Ab OTM 1
ove
OTM1 24350 0.40
CMP = ATM
Below : 0.50
Nifty CMP = 24292= ATM = 24300 -
ITM 1
24250 0.60
ITM 2 ITM1
24200 0.70
IT™M 3 ITM 2
24150 0.80
ITM 4 ITM3
_________________ !
Nifty Strike Interval =50 points : ITM4 24100 0.90

ITM5 24050 1.00
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: Put Option : IT™M 1
e — -

ITM 2
ITM 3

ITM4
Above

CMP=ATM
Below

ITM4 24500
ITM3 24450
ITM2 24400
ITM1 24350

OTM4

OTM3

OTM 2

Nifty CMP = 24292= ATM = 24300

OTM1 24250

OTM2 24200

OTM 3 24150

OTM4 24100

Delta
0,90
0.80
0.70
0.60
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Gamma measures the rate of change of Delta with respect to the price movement of the underlying asset
It shows how fast Delta will move when the underlying price changes

Higher Gamma = Delta changes quickly; Lower Gamma = Delta changes slowly

At-the-money (ATM) options have the highest Gamma

Deep in-the-money (ITM) and deep out-of-the-money (OTM) options have low Gamma

Gamma is called the 2nd order derivative of the premium

As an analogy to physics, the delta of an optionis its "speed," while the gamma of an optionis its
“acceleration”.

Gamma is highest when the option is close to expiry.



stocko

Gamma : Example b,
SPOT = 24163
Strike 24150
Gamma
ATM CE : 0.50

ATM 24150 CE : 56

Change in premium =50 *0.50 = 25

€— OUT OF THE MONEY IN THE MONEY —>

Delta : 0.50
New premium = 50 -25 = 25

Gamma : 0.0029
New Gamma =25 *0.0029 =0.0725

Nifty -50

New Delta =0.50-0.0725=0.42 > Stock Price
New Delta CE 24150 ?
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Theta measures time decay in an option’s price.

It shows how much an option’s value decreases with the
passage of one day, assuming other factors remain constant.

Theta is usually negative for option buyers, meaning the
option loses value over time

Theta is positive for option sellers, because they benefit from
time decay

At-the-money (ATM) options have the highest Theta decay
Time decay accelerates as the option approaches expiry

Out-of-the-money (OTM) options lose value quickly near
expiry if the price does not move favorably.

Short-term options experience faster Theta decay than long-
term options

Conceptual Theta Decay (Time Value Decreases Faster Near Expiry)

I [}
|| | |

Option Time Value
[#T

T T T T T
30 25 20 15 10 5 0
Time to Expiry (Days)
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*VVega measures the sensitivity of an option’s price to changes in implied volatility (IV).

*It shows how much the option premium will change when implied volatility changes by 1%.

*Higher Vega means the option price is more affected by volatility changes.

Lower Vega means volatility has less impact on the option price.

*Long options (buying calls or puts have positive Vega, meaning they benefit when volatility increases.

*Short options (selling calls or puts) have negative Vega, meaning they benefit when volatility
decreases.
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Vega : Example At}
Option premium =120
Vega =%1.5
If Implied Volatility rises by 2%: —
New premium change =X1.5x 2 =3 A

New option price ® X123

If Implied Volatility falls by 2%:

Option price X117

Simple Formula

Change in Option Price = Vega x Change in
Implied Volatility

Example:

1.2 x 3% IV change =X3.6 change in option
premium

> Stock
< Out of the money AT THE MONEY In the money —> Price
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Disclaimer

Investments in the securities market are subject to market risks,read all the related documents carefully before
investing. Brokerage will not exceed the SEBI prescribed limit.

Any video/image/text content is for educational and informational purposes only and does not constitute financial
advice. Please do your own research or consult a qualified financial advisor before making any investment or
trading decisions. Trading in stock markets involves risk of loss.

South Asian Stocks Ltd. : NSE Member Code 09073, BSE
Member Code 6329, MCX Member Code : 55215, NCDEX
Member Code : 1233 NSDL : IN-DP-474-2020 . SEBI Registration
No.INZ000164738

Compliance Officer: NSE, BSE,MCX,NCDEX,NSDL : Mr RK

Jain, 011-40409999 support@stocko.in

Registered Office:- 3rd Floor, Building No.5, Local Shopping
Complex, Rishabh Vihar, Near Karkarduma Metro Station. East
Delhi—110092
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