

IMPORTANT FACTORS TO INVEST IN OPTION

There are a number of good reasons why options may even be a better trading vehicle for you than stocks depending on your trading style and goals. Let’s take a look at five reasons why options are the trade of choice for so many traders, and then look at two factors that hopefully will not be at the centre of your decision to begin trading options.
Leverage

One of the main attractions of options trading is the leverage involved. For a small amount of capital compared to the average stock trader, an options trader can control a sizable amount of stock. More than any other factor, leverage is the reason why traders and investors alike include options in their portfolios.
You can purchase a stock option for a fraction of the cost of buying the underlying stock...which means you can start trading stock options with a much smaller amount of money.
Let say,
You are buying 500 share of reliance infra in cash trading @700

That means your investment amount would be (500*700) =350,000
In option,
But the same 500 share of Reliance infra

Let say the premium is 10, then (Premium * the lot size) =10*500=5000
Trade Up, Down, and Sideways
You’ll be able to still profit trading stock options IN SPITE OF interest rate fluctuations, inflation, deflation, or any political considerations.
The Beautiful Thing about (Stock) Options… is that once again you will totally control your downside risk. So, even when you experience a losing trade, your loss will be strictly limited. You will draw the line on losses, in advance. It’s a built-in function of good options trading strategies. In fact, when you combine the controlled risk of option trading with specific trade strategies, you will see exactly why options can be far safer and more conservative than the risky emotional way most people invest in stocks, bonds, and mutual funds!
Please remember that ‘options’ are tools that if used properly can greatly increase your alternatives when investing in the stock markets. They allow you “options” that you would not normally have when purchasing the underlying stocks/securities. 

For instance:

-You can shield your portfolio from market downturns.

-You are able to position yourself to purchase stock during a price drop.

-You can prepare to profit from any market movement Up, Down, or Sideways.

-You can benefit from market movement without incurring the cost of an outright stock purchase.
Limit Risk
Traders who use options have the ability to completely control their exposure to risk. Buyers of put options, for example, risk only the amount of the premium paid up front. By contrast, a trader who sells a stock short can find him or herself deeply underwater if the position moves suddenly into the red. In a worst case scenario, a trader could be forced to cover at a level where the losses could be massive. There are a number of options strategies, from buying naked options to back spreads, which actually have profit potential is UNLIMITED on option trade set-ups. Risk is ALWAYS LIMITED to the small amount you invest
Hedge Your Stock Trades
The leverage of options makes them ideal tools for protecting or hedging a stock portfolio. For a relatively little amount of money, a trader can buy options against a longer-term long trade and fully protect that long trade or investment from market risk. We have found that it is possible to fully hedge a long position with only minimal reductions in overall returns compared to the unhedged one.
Commissions Have Crashed
Commissions for options traders are not as low as they are for stock traders. But if the decline in commissions for stock traders has declined in recent years, the standardization of options decades ago paved the way for the growth in options trading volumes which continue to put downward pressure on commissions. The proliferation of discount online options brokers in recent years has also created the kind of competition among options brokers that should help keep option trading costs low.
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