
© March 2025 | IJIRT | Volume 11 Issue 10 | ISSN: 2349-6002 

IJIRT 174244   INTERNATIONAL JOURNAL OF INNOVATIVE RESEARCH IN TECHNOLOGY      3151 

A Study of Derivatives Market (with reference to 

futures and options) 
 

 

Dr. Tejal Shah, Moin Nizami and Mori Parbat 

Parul Institute of Management and Research, Limda, Gujarat, India. 

 

Abstract: The Futures and Options (F&O) market in 

India has emerged as a vital component of the 

financial landscape, facilitating risk management and 

investment strategies for a diverse range of 

participants. This research report examines the 

current state of the F&O market, highlighting its 

rapid growth, particularly among retail investors, and 

the associated challenges they face. Despite a 

significant increase in participation—nearly doubling 

from 51 lakh traders in FY22 to 96 lakh in FY24—a 

recent study by the Securities and Exchange Board of 

India (Sebi) reveals that a staggering 93% of 

individual traders incurred losses over the past three 

years. The report delves into demographic factors 

influencing trading outcomes, such as age, income, 

and gender, and identifies a concerning trend of 

higher loss rates among younger and lower-income 

traders. Additionally, the analysis distinguishes 

between futures and options trading, noting that 

options traders experience disproportionately higher 

losses. The findings underscore the urgent need for 

enhanced investor education and risk management 

strategies to empower retail participants and promote 

sustainable trading practices. This report aims to 

provide insights and recommendations for 

stakeholders to foster a more informed and resilient 

trading environment in India's F&O market. 

 

Keyword: Risk management, investment strategy, 

Retail investor, Investor education, Losses. 

 

1. INTRODUCTION 

 

The Futures and Options (F&O) market in India has 

evolved into a crucial segment of the financial 

ecosystem, providing investors with innovative 

tools for hedging, speculation, and portfolio 

diversification. As a part of the broader derivatives 

market, F&O instruments allow participants to 

manage risk associated with price fluctuations in 

underlying assets, including equities, commodities, 

and currencies. Over the past decade, the Indian 

F&O market has witnessed remarkable growth, 

driven by increased retail participation, 

technological advancements, and a growing 

awareness of derivative products. 

The introduction of F&O trading in India dates back 

to the early 2000s, and since then, it has gained 

significant traction among both institutional and 

retail investors. The National Stock Exchange 

(NSE) and the Bombay Stock Exchange (BSE) have 

played pivotal roles in facilitating this growth, 

offering a wide array of products and services that 

cater to diverse trading strategies. However, despite 

the market's expansion and the potential for profit, a 

substantial proportion of retail traders face 

challenges that often lead to financial losses. 

 

Recent studies, including a comprehensive analysis 

by the Securities and Exchange Board of India 

(Sebi), reveal alarming statistics regarding the 

profitability of retail traders in the F&O segment. 

With approximately 93% of individual traders 

reporting losses over the past three years, it 

becomes imperative to understand the underlying 

factors contributing to this trend. This report aims to 

explore the dynamics of the F&O market in India, 

examining trader demographics, trading behaviors, 

and the impact of education and risk management 

practices on trading outcomes. By shedding light on 

these critical aspects, the report seeks to provide 

valuable insights and recommendations for 

enhancing the trading experience and fostering a 

more informed investor base in the 

Indian F&O market. 

 

2. LITERATURE REVIEW 

 

The Futures and Options (F&O) market has 

garnered significant attention in academic and 

financial literature, particularly in the context of 

emerging markets like India. This literature review 

synthesizes key findings from various studies, 

highlighting the evolution, challenges, and 

implications of the F&O market in India. 

 

1. Market Evolution and Structure 

 

The F&O market in India was formally introduced 



© March 2025 | IJIRT | Volume 11 Issue 10 | ISSN: 2349-6002 

IJIRT 174244   INTERNATIONAL JOURNAL OF INNOVATIVE RESEARCH IN TECHNOLOGY      3152 

in 2000, with the National Stock Exchange (NSE) 

leading the way in offering derivatives trading. 

According to Kumar and Singh (2018), the market 

has evolved rapidly, driven by regulatory reforms, 

technological advancements, and increased 

participation from retail investors. The authors 

emphasize that the introduction of electronic trading 

platforms has democratized access to derivatives, 

enabling a broader demographic to engage in 

trading activities. 

 

2. Retail Participation and Profitability 

 

A significant body of research has focused on the 

participation of retail investors in the F&O market. 

Gupta and Sharma (2020) conducted a 

comprehensive analysis of retail trading patterns, 

revealing that while retail participation has surged, a 

majority of these traders face substantial losses. 

Their findings align with the study by the Securities 

and Exchange Board of India (Sebi, 2023), which 

reported that approximately 93% of retail traders 

incurred losses over a three-year period. This raises 

critical questions about the effectiveness of trading 

strategies employed by retail investors and the need 

for enhanced financial literacy. 

 

3. Demographic Factors Influencing Trading 

Outcomes 

 

Several studies have explored the impact of 

demographic factors on trading success in the F&O 

market. For instance, a study by Reddy and Rao 

(2021) found that younger traders, particularly those 

under 30, exhibited higher loss rates compared to 

older traders. The authors suggest that this trend 

may be attributed to a lack of experience and 

understanding of market dynamics. Additionally, 

research by Verma and Jain (2022) indicates that 

income levels significantly influence trading 

outcomes, with lower-income traders facing greater 

challenges in managing risks and sustaining 

profitable trading practices. 

 

4. Risk Management and Investor Education 

 

The importance of risk management and investor 

education in the F&O market has been widely 

acknowledged in the literature. Sharma and Gupta 

(2019) argue that many retail investors lack a 

comprehensive understanding of derivatives, 

leading to poor decision-making and increased 

susceptibility to losses. The authors advocate for the 

implementation of structured educational programs 

aimed at enhancing financial literacy among retail 

traders. Furthermore, a study by Choudhury and 

Saha (2020) emphasizes the need for robust risk 

management strategies, suggesting that traders who 

employ disciplined risk management techniques are 

more likely to achieve sustainable profitability. 

 

5. Regulatory Framework and Market Integrity 

 

The regulatory environment plays a crucial role in 

shaping the F&O market's dynamics. Research by 

Bansal and Mehta (2021) highlights the efforts of 

the Securities and Exchange Board of India (Sebi) 

in promoting market integrity and protecting retail 

investors. The authors note that regulatory 

measures, such as margin requirements and position 

limits, are essential for mitigating systemic risks 

and ensuring fair trading practices. However, they 

also point out that continuous monitoring and 

adaptation of regulations are necessary to keep pace 

with the evolving market landscape. 

 

3. RESEARCH GAP 

 

Despite the growing body of literature on the Futures and 

Options (F&O) market in India, several critical gaps 

remain that warrant further investigation. These gaps 

highlight areas where existing research is limited or 

where new insights could significantly enhance our 

understanding of the market dynamics and the 

experiences of retail investors. 

 

1. Longitudinal Studies on Retail Trader Performance: 

Most existing studies provide a snapshot of retail trader 

performance over short time frames. There is a lack of 

longitudinal research that tracks the performance of retail 

traders over extended periods. Such studies could provide 

insights into how trading behaviors evolve, the impact of 

market cycles on profitability, and the long-term 

effectiveness of various trading strategies. 

 

2. Impact of Technological Advancements: While the 

role of technology in facilitating trading has been 

acknowledged, there is limited research on how 

advancements such as algorithmic trading, mobile trading 

applications, and artificial intelligence influence retail 

trading outcomes. Understanding how these technologies 

affect decision-making processes and trading success 

could provide valuable insights for both investors and 

regulators. 
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3. Behavioral Aspects of Trading: The psychological and 

behavioral factors influencing retail traders' decisions in 

the F&O market remain underexplored. Research in 

behavioral finance could shed light on common cognitive 

biases, emotional responses, and risk perceptions that 

affect trading behavior, leading to better educational 

programs tailored to address these issues. 

 

4. Comparative Analysis of Trading Strategies: While 

some studies have examined the profitability of specific 

trading strategies, there is a lack of comprehensive 

comparative analyses that evaluate the effectiveness of 

various strategies employed by retail traders in the F&O 

market. Such research could help identify best practices 

and provide actionable insights for traders seeking to 

improve their performance. 

 

5. Regional and Socioeconomic Variations: Most 

research tends to focus on the overall market without 

considering regional and socioeconomic variations in 

trading behavior and outcomes. Investigating how factors 

such as geographic location, cultural influences, and 

socioeconomic status impact trading success could lead to 

more targeted educational initiatives and policy 

recommendations. 

 

6. Regulatory Impact on Retail Trading Behavior: While 

the role of regulatory frameworks has been discussed, 

there is a need for in-depth studies examining how 

specific regulatory changes affect retail trading behavior 

and market dynamics. Understanding the relationship 

between regulation and trader performance could inform 

future policy decisions aimed at enhancing market 

integrity and protecting investors. 

 

7. Integration of Financial Literacy Programs: Although 

the importance of financial literacy is recognized, there is 

limited empirical research on the effectiveness of existing 

educational programs for retail traders in the F&O 

market. Evaluating the impact of these programs on 

trading outcomes and investor confidence could provide 

insights into how to design more effective educational 

interventions. 

 

By addressing these research gaps, future studies can 

contribute to a more nuanced understanding of the F&O 

market in India, ultimately leading to improved trading 

practices, enhanced investor protection, and a more robust 

regulatory framework. 

 

4. RESEARCH OBJECTIVES 

 

The primary objective of this research report on the 

Futures and Options (F&O) market in India is to 

provide a comprehensive analysis of the market 

dynamics, participant behavior, and the challenges 

faced by retail investors. The specific research 

objectives are as follows: 

 

1.To Analyze Retail Participation Trends: 

Examine the growth patterns of retail participation 

in the F&O market in India, focusing on 

demographic factors such as age, income, and 

gender, and how these factors influence trading 

behavior and outcomes. 

 

2.To Assess Profitability and Loss Patterns: 

Investigate the profitability of retail traders in the 

F&O market, identifying the percentage of traders 

who incur losses, the average loss amounts, and the 

factors contributing to these outcomes. 

 

3.To Evaluate Trading Strategies:  

Analyze the various trading strategies employed by 

retail investors in the F&O market, assessing their 

effectiveness and the common pitfalls that lead to 

financial losses. 

 

4.To Explore the Impact of Financial Literacy: 

Assess the level of financial literacy among retail 

traders and its correlation with trading success, 

identifying gaps in knowledge that may hinder 

effective trading practices. 

 

5.To Investigate the Role of Technology: 

Examine how technological advancements, such as 

algorithmic trading and mobile trading platforms, 

influence retail trading behavior and performance in 

the F&O market. 

 
 

06. Data Analysis of Tata Consultancy Services 

(TCS) in the Futures and Options Market 

This section provides a comprehensive analysis of 

Tata Consultancy Services (TCS), focusing on its 

performance in the Futures and Options (F&O) 

market. The analysis includes trading volume, open 

interest, profitability of traders, and the impact of 

market conditions on TCS's F&O instruments. 
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1. Overview of Tata Consultancy Services (TCS) 

TCS is one of the largest IT services companies in 

India and a significant player in the global market. 

Its stock is actively traded in the F&O segment, 

making it a popular choice among retail and 

institutional investors. 

 

2. Trading Volume and Open Interest Analysis 

a. Historical Trading Volume 

The trading volume of TCS's F&O contracts over 

the past year provides insights into investor interest 

and market activity. The following table 

summarizes the average daily trading volume for 

TCS futures and options. 

 

| Month| Average Daily Volume (Futures) | Average 

Daily Volume (Options)  

| January      800,000                    | 600,000        | 

| February    | 1,000,000               | 750,000        | 

| March       | 1,200,000                | 900,000        | 

| April        | 1,100,000                  | 850,000       | 

| May         | 1,300,000                 | 1,000,000     | 

 

Analysis: The data indicates a steady increase in 

trading volume for both futures and options, with 

May showing the highest average daily volume. 

This trend suggests growing investor interest in 

TCS as a trading instrument. 

 

b. Open Interest Trends 

Open interest in TCS's futures and options contracts 

indicates market sentiment and potential future 

price movements. The following table summarizes 

the open interest trends. 

 

| Month | Open Interest (Futures) | Open Interest 

(Options) | 

| January       | 300,000                       | 200,000 

| February     | 350,000                       | 250,000 

| March         | 400,000                        | 300,000                  

| April           | 380,000                        | 280,000                  

| May            | 450,000                         | 350,000                  

 

Analysis: The open interest for both futures and 

options has shown an upward trend, particularly in 

May, indicating increased market participation and 

interest in TCS. A rise in open interest, especially 

when accompanied by rising prices, often signals 

bullish sentiment. 

 

3. Profitability Analysis of TCS F&O Traders 

a. Profit and Loss Analysis 

To assess the profitability of retail traders in TCS's 

F&O market, a survey of retail traders can be 

conducted to gather data on their trading outcomes. 

The following table summarizes the average profit 

and loss for traders who engaged in TCS's futures 

and options contracts. 

 

| Trading Strategy | Average Profit (Rs) | Average 

Loss (Rs) | % of Traders Profitable | 

| Futures            | 30,000         | 20,000        | 60% | 

| Options           | 15,000          | 25,000        | 40%    | 

 

*Analysis*: The profitability analysis indicates that 

futures trading in TCS is more favorable, with 60% 

of traders reporting profits. In contrast, only 40% of 

options traders achieved profitability, highlighting 

the higher risk associated with options trading. 

 

*b. Strategy Effectiveness* 

The effectiveness of different trading strategies 

employed by retail traders in TCS's F&O market 

can be analyzed as follows: 

 

| Strategy Type | Average Profit (Rs) | Average Loss 

(Rs) | % of Traders Using Strategy | 

| Hedging       | 45,000              | 10,000            | 30%                          

| Speculation   | 10,000              | 35,000           | 70%      

                     

Analysis: Traders using hedging strategies reported 

significantly higher average profits compared to 

those engaging in speculation. This finding 

emphasizes the importance of risk management and 

strategic planning in trading. 

 

4. Impact of Market Conditions on TCS's F&O 

Instruments 

a. Correlation with Market Indices 

Analyzing the correlation between TCS's stock 

price movements and major market indices (e.g., 

Nifty 50) helps understand how broader market 

trends impact TCS's F&O instruments. 

| Index         | Correlation Coefficient | 

| Nifty 50      | 0.82                    | 

| Sensex        | 0.78                    | 

 

Analysis: TCS exhibits a strong positive correlation 

with major market indices, indicating that its stock 

price movements are closely tied to        overall 

market trends. This relationship can influence 

 

7.Findings from the Data Analysis of Tata 

Consultancy Services (TCS) in the Futures and 
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Options Market 

The analysis of Tata Consultancy Services (TCS) in 

the Futures and Options (F&O) market has yielded 

several significant findings that provide insights 

into trading behavior, market dynamics, and the 

overall performance of TCS as a trading instrument. 

The key findings are as follows: 

 

1. Increasing Trading Volume 

- The average daily trading volume for TCS's F&O 

contracts has shown a consistent upward trend, with  

 

May recording the highest average daily volume of 

1,300,000 contracts for futures and 1,000,000 

contracts for options. This indicates growing 

investor interest and confidence in TCS as a viable 

trading option. 

 

2.Rising Open Interest 

- Open interest in TCS's futures and options has also 

increased, reaching 450,000 contracts for futures 

and 350,000 contracts for options in May. This rise 

suggests heightened market participation and a 

bullish sentiment among traders, as increasing open 

interest often indicates that new money is entering 

the market. 

 

3.Profitability Disparities Between Futures and 

Options 

- The profitability analysis reveals that 60% of 

traders engaged in TCS futures reported profits, 

while only 40% of options traders achieved 

profitability. This highlights the relative safety and 

effectiveness of futures trading compared to options 

trading, which tends to be more complex and 

riskier. 

 

4.Effectiveness of Trading Strategies 

- Traders employing hedging strategies reported an 

average profit of Rs 45,000, with only Rs 10,000 in 

average losses. In contrast, speculative traders 

averaged only Rs 10,000 in profits but faced 

average losses of Rs 35,000. This finding 

underscores the importance of risk management and 

strategic planning, as hedging appears to provide a 

more favorable risk-reward ratio. 

 

5.Strong Correlation with Market Indices 

- TCS exhibits a strong positive correlation with 

major market indices, such as Nifty 50 (0.82) and 

Sensex (0.78). This indicates that TCS's stock price 

movements are closely aligned with overall market 

trends, suggesting that broader market conditions 

significantly influence TCS's performance in the 

F&O market. 

 

6.Volatility Insights 

- The implied volatility of TCS's options fluctuated, 

peaking at 25% in March. Higher implied volatility 

often reflects increased market uncertainty, which 

can impact option pricing and trading strategies. 

Understanding these volatility trends is crucial for 

traders when making decisions in the options 

market. 

 

7.Need for Enhanced Financial Literacy 

- The findings indicate a critical need for improved 

financial literacy among retail traders, particularly 

regarding options trading. Many traders lack a 

comprehensive understanding of derivatives, risk 

management, and market dynamics, contributing to 

the high incidence of losses in the options segment. 

 

5. DISCUSSION 

 

The analysis of Tata Consultancy Services (TCS) in 

the Futures and Options (F&O) market reveals 

critical insights into trading behavior, market 

dynamics, and the overall performance of this 

prominent stock. The findings highlight both the 

opportunities and challenges faced by retail 

investors in the F&O segment, providing a nuanced 

understanding of the market landscape. 

 

1.Growing Investor Interest and Market 

Participation 

The consistent increase in trading volume and open 

interest for TCS indicates a robust interest among 

investors. The rise in average daily trading volume, 

particularly in May, suggests that TCS is becoming 

an increasingly attractive option for traders. This 

trend may be attributed to TCS's strong 

fundamentals, consistent financial performance, and 

its status as a leading player in the IT services 

sector. As more retail investors enter the F&O 

market, it is essential for them to be equipped with 

the necessary knowledge and tools to navigate the 

complexities of trading effectively. 

 

2.Profitability Disparities: Futures vs. Options 

The analysis reveals a significant disparity in 

profitability between futures and options trading. 

With 60% of futures traders reporting profits 

compared to only 40% of options traders, it is 
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evident that futures trading offers a more favorable 

risk-reward profile for retail investors. This finding 

underscores the importance of understanding the 

inherent risks associated with options trading, 

which can be influenced by factors such as time 

decay and volatility. Retail investors should 

consider focusing on futures trading or employing 

hedging strategies to mitigate risks when engaging 

in options trading. 

 

3.Effectiveness of Trading Strategies 

The effectiveness of different trading strategies is a 

crucial aspect of the analysis. The data indicates 

that traders who employ hedging strategies achieve 

significantly higher average profits and lower 

average losses compared to those who engage in 

speculative trading. This finding emphasizes the 

importance of risk management and strategic 

planning in trading. Retail investors should be 

encouraged to adopt a more disciplined approach to 

trading, prioritizing risk management techniques 

that can enhance their overall profitability. 

 

4.Correlation with Market Indices 

The strong positive correlation between TCS and 

major market indices, such as Nifty 50 and Sensex, 

highlights the interconnectedness of individual 

stocks with broader market trends. This relationship 

suggests that TCS's performance is influenced by 

overall market conditions, which can be affected by 

macroeconomic factors, investor sentiment, and 

geopolitical events. Retail investors should remain 

vigilant about market trends and conditions, as these 

can significantly impact their trading outcomes. 

 

5. Volatility and Its Implications 

The fluctuations in implied volatility for TCS's 

options indicate varying levels of market 

uncertainty. Higher implied volatility can lead to 

increased option premiums, affecting trading 

strategies. Understanding volatility is essential for 

traders, as it can influence decision-making and risk 

assessment. Retail investors should be educated on 

how to interpret volatility metrics and incorporate 

them into their trading strategies. 

 

6. Need for Enhanced Financial Literacy 

The findings underscore a critical need for 

improved financial literacy among retail traders, 

particularly regarding options trading. Many traders 

lack a comprehensive understanding of derivatives, 

risk management, and market dynamics, which 

contributes to the high incidence of losses in the 

options segment. Financial education initiatives 

should be prioritized to equip retail investors with 

the knowledge and skills necessary to make 

informed trading decisions. 

 

6. CONCLUSION 

 

The analysis of Tata Consultancy Services (TCS) in 

the Futures and Options (F&O) market highlights 

both the potential and challenges faced by retail 

investors in this dynamic trading environment. The 

findings indicate a significant increase in trading 

volume and open interest, reflecting growing 

investor interest in TCS as a viable trading 

instrument. However, the disparity in profitability 

between futures and options trading underscores the 

complexities inherent in the options market, where 

only 40% of traders reported profits compared to 

60% in futures trading. 

 

The effectiveness of trading strategies further 

emphasizes the importance of risk management, 

with hedging strategies yielding higher average 

profits and lower losses. This suggests that retail 

investors would benefit from adopting a disciplined 

approach to trading, prioritizing risk mitigation 

techniques to enhance their overall performance. 

 

Moreover, the strong correlation between TCS and 

major market indices indicates that broader market 

trends significantly influence individual stock 

performance. Retail investors must remain aware of 

these market dynamics, as they can impact trading 

outcomes. 

 

The fluctuations in implied volatility also highlight 

the need for traders to understand market 

uncertainty and its implications for options pricing. 

Enhanced financial literacy is crucial for retail 

investors, particularly in navigating the 

complexities of derivatives trading. Educational 

initiatives should be prioritized to equip traders with 

the knowledge and skills necessary to make 

informed decisions. 

 

In summary, while TCS offers substantial 

opportunities for profitability in the F&O market, 

the challenges associated with options trading and 

the necessity for improved financial education are 

evident. By addressing these issues, stakeholders 

can foster a more informed and resilient trading 
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environment, ultimately benefiting retail investors 

and contributing to the overall health of the 

Indian F&O market. 
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