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2.4 Risks of Option Writers:
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1. If the price movement of the underlying is not in the anticipated direction, the option writer

runs the risks of losing substantial amount.

2. The risk of being an option writer may be reduced by the purchase of other options on the
same underlying interest and thereby assuming a spread position or by acquiring other types
of hedging positions in the options markets or other markets. However, even where the writer
has assumed a spread or other hedging position, the risks may still be significant. A spread

position is not necessarily less risky than a simple 'long' or 'short' position.

3. Transactions that involve buying and writing multiple options in combination, or buying or
writing options in combination with buying or selling short the underlying interests, present
additional risks to investors. Combination transactions, such as option spreads, are more
complex than buying or writing a single option. And it should be further noted that, as in any
area of investing, a complexity not well understood is, in itself, a risk factor. While this is not
to suggest that combination strategies should not be considered, it is advisable, as is the case
with all investments in options, to consult with someone who is experienced and
knowledgeable with respect to the risks and potential rewards of combination transactions

under various market circumstances.

3. TRADING THROUGH WIRELESS TECHNOLOGY/ SMART ORDER ROUTING OR
ANY OTHER TECHNOLOGY:

Any additional provisions defining the features, risks, responsibilities, obligations and
liabilities associated with securities trading through wireless technology/ smart order routing

or any other technology should be brought to the notice of the client by the stock broker.

4. GENERAL
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4.1 The term ‘constituent’ shall mean and include a client, a customer or an investor, who
deals with a stock broker for the purpose of acquiring and/or selling of securities / derivatives

contracts through the mechanism provided by the Exchanges.

4.2The term ‘stock broker’ shall mean and include a stock broker, a broker or a stock broker,
who has been admitted as such by the Exchanges and who holds a registration certificate

from SEBI.




