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Hedged Strategy 2 
 

Index Gap Arbitrage Strategy 
 

Index 2-Jan-06 31-Dec-13 Position 
Residual 

Value 
Profit / 
Loss 

Total 
Profit / Loss 

Technidex Stock Futures Index© 1,000.00  2,754.30  Long 588.47 2,165.83 

2,025.66 CNX Nifty Index Future 2,819.70  6,354.70  - - - 

Normalized CNX Nifty Index Future 1,000.00  2,253.68  Short 2,113.50 (140.17) 

 

 

* Residual Value of positions on Dec 31, 2013 has been arrived at after incorporating profit / loss of each trade. 
 
Technidex Stock Futures Indexes© & CNX Nifty Index Future have a correlation of 0.97 hence a 

hedged strategy using them as a pair. Our strategy is based on the daily change in gap between 

Technidex Stock Futures Indexes© & Normalized CNX Nifty Index Future. This Arbitrage 

Strategy has yielded a Net Profit of 2,029.47 on a base hedged position of 1,000. 
 
As a rule, the system is always either LONG or SHORT one unit of the index at the end of the day. 

We go SHORT in Technidex Stock Futures Indexes© and LONG Normalized CNX Nifty Index 

Future on days when the gap declines (day over day) in favor of Nifty and vice versa on days when 

the gap improves (day over day) in favor of Technidex Stock Futures Indexes©. 
 
We continue being LONG till the time the gap keeps improving or stay SHORT till the time the 

gap keeps declining. As soon as the change in gap turns from improving to declining or vice versa, 

we reverse the existing position and create an opposite position. 
 
The gap declined in favor of CNX Nifty Index Future continuously from Jan 15, 2008, till it turned 
up on Jan 23, 2008, hence we were short Technidex Stock Futures Indexes© and long CNX Nifty 
Index Future. The former declined 19.30% and the latter lost 14.34% during the period resulting in 
a net gain of 4.96%!  
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Disclaimer 
This document has been prepared by Technidex and is meant for the recipient only for use as intended and not for circulation. This 
document should not be reproduced or copied or made available to others. No person associated with Technidex is obligated to call 
or initiate contact with you for the purposes of elaborating or following up on the information contained in this document.  
 

Recipients may not receive this report at the same time as other recipients. Technidex will not treat recipients as customers by virtue 
of their receiving this report.  
 

The information contained herein is from public domain or sources believed to be reliable. While reasonable care has been taken to 
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the 
very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. 
In so far as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness 
cannot be guaranteed. 
 

Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable 
basis, the information discussed in this material, Technidex, its promoters and employees are under no obligation to update or keep 
the information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.  
 

Prospective investors & others are cautioned that any forward-looking statements are not predictions & may be subject to change 
without notice.  
 

Technidex, its promoters and employees and any person connected with it, will not in any way be responsible for the contents of this 
report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of 
acting or non acting on any information/material contained in the report.  
 

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or 
recipients or provide any investment/tax advice.  
 

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in 
this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment 
objectives, goals and financial position and based on their own analysis. PAST PERFORMANCE IS NOT NECESSARILY 
INDICATIVE OF FUTURE RESULTS. No assurance can be given that the firm’s investment objective will be achieved or that an 
investor will receive a return of all or any portion of his or her investment. Investment results may vary substantially over any given 
time period. All investments involve the risk of loss. 
 

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full 
responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.  
 

Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of 
this report and do not in any way reflect the views of Technidex, its directors, officers, or employees.  
 

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in 
any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, 
regulation or which would subject Technidex and affiliates to any registration or licensing requirement within such jurisdiction. The 
securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in 
whose possession this document may come are required to inform themselves of and to observe such restriction.  
 

Technidex, its promoters or employees or affiliates, may from time to time, have positions in, or options on, and buy and sell 
securities referred to herein. Technidex or its affiliates, during the normal course of business, from time to time, may solicit from or 
perform investment banking or other services for any company mentioned in this document or their connected persons or be engaged 
in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial 
instruments of the company(ies) discussed herein or their affiliate companies or act as advisor or lender / borrower to such 
company(ies)/affiliate companies or have other potential conflict of interest.  
 

This report may provide hyperlinks to other websites. Except to the extent to which the report refers to the website of Technidex, 
Technidex states that it has not reviewed the linked site and takes no responsibility for the content contained in such other websites. 
Accessing such websites shall be at recipient's own risk. 
 

E-mail is not a secure method of communication. Technidex cannot accept responsibility for the accuracy or completeness of any e-
mail message or any attachment(s). This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or 
arrive late. Technidex, its promoters or employees or affiliates accept no liability for any damage caused, directly or indirectly, by 
this email. 


