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Introduction:

The Indian stock markets operate on a derivatives settlement cycle in which index futures, stock futures,
and options contracts expire on the last Thursday of every month. With the expiry, traders and investors
decide whether to close their existing positions or roll them over to the next month’s series. This process
known as rollover is a key market metric that reflects the sentiment and positioning of market participants.

In essence, rollover analysis provides valuable insights into how traders are positioned ahead of the new
derivatives series. It is widely tracked by market analysts, proprietary trading desks, and institutional
investors to gauge short-term market direction, risk appetite, and momentum.

What is Rollover?

A rollover occurs when a trader carries forward an open position in the current month’s futures contract
into the next month’s contract, rather than squaring it off before expiry. This is done by closing the current
month’s position and simultaneously taking an identical position in the next month’s series.

Example: If a trader holds Nifty August futures and wishes to maintain the same exposure for September,
they will:

1. Sell the August futures contract.
2. Buy the September futures contract.

The act of shifting the position is what constitutes a rollover.

Why Rollover Analysis Matters

Rollover data is a sentiment indicator. By analysing it, traders can understand:

v Whether bullish positions are being carried forward.
v Whether bearish positions are continuing into the next series.
v"If there is unwinding of positions, suggesting reduced market conviction.

The nature of these positions long or short combined with the cost of carry (the difference between spot
and futures price) can reveal the underlying mood of the market.

Key Metrics in Rollover Analysis

Rollover Percentage: Indicates the proportion of open interest (Ol) carried forward to the next month
relative to the total Ol before expiry.

Formula: (Ol in next series / Ol in current + next series before expiry) x 100

1. High rollover %: Strong conviction to carry positions.
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2. Low rollover %: Unwinding or uncertainty.
Cost of Carry (CoC): Measures the net financing cost of holding a futures position.
Formula: ((Futures Price — Spot Price) / Spot Price) x 100

1. Positive and high CoC: Long positions being carried.
2. Negative CoC: Short positions being rolled over.

Open Interest (Ol) Analysis:

- Price 1 and OI 1: Long build-up.
- Price | and OI 1: Short build-up.
- Price 1 and OI |: Short covering.

- Price | and OI |: Long unwinding.

Types of Rollovers

1. Long Rollover — Bullish positions are carried forward, usually in an uptrend.
2. Short Rollover — Bearish positions are carried forward, expecting weakness.
3. Neutral Rollover — Positions carried without clear direction, common in consolidation phases.

Rollover Trends in Indian Markets

In India, rollover behaviour varies significantly between different market segments:

v Index Futures (Nifty, Bank Nifty): These are largely dominated by institutional investors,
foreign institutional investors (FlIs), and arbitrage players. Rollovers in index futures are generally
in the range of 60-75%. High index rollovers often suggest strong market-wide sentiment, whereas
low rollovers may indicate caution or profit booking.

v’ Stock Futures: Rollovers in stock futures are typically more volatile and range between 75-90%
for liquid stocks. They are heavily influenced by company-specific news, earnings
announcements, and sectoral momentum.

v Sector-Wise Rollovers: Tracking rollovers at the sector level helps identify rotation of market
interest. For example, high rollovers in IT and low rollovers in banking might indicate funds
moving into technology stocks for the next series.

Analysts also compare the current rollover percentages with the last three-month and six-month averages
to assess whether current market positioning is unusually bullish or bearish.

Interpreting Rollover Data

Rollover analysis becomes more meaningful when combined with additional indicators:
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v Price Trend: Understanding whether the market is trending up, down, or consolidating gives
rollover data context.

v" Nature of Positions: High rollovers are not always bullish—negative cost of carry with high
rollovers often signals bearish sentiment.

v Historical Comparisons: Comparing current rollover data with past expiry cycles helps detect
patterns.
FII/DII Positioning: Foreign and domestic institutional investors’ index futures positions can
confirm or contradict rollover signals.

N

Example interpretations:

- High rollovers + high positive CoC: Strong bullish conviction, likely uptrend continuation.
- High rollovers + negative CoC: Bearish carry forward; market could see further downside.
- Low rollovers + falling Ol: Reduced conviction; sideways or corrective phase likely.

Limitations of Rollover Analysis: While rollover analysis is useful, it has limitations:

v" Short-Term Nature: Rollovers primarily indicate sentiment for the next derivatives series, not
the long-term market trend.

v" Hedging Impact: Institutional hedging can make rollover data appear bearish or bullish without
reflecting true directional intent.

v" Event Risk: Global events (US Fed decisions, geopolitical tensions, commodity price shocks) can
abruptly change sentiment post-rollover.

v" Liquidity Differences: Illiquid stocks may show misleading rollover percentages due to small
changes in open interest.

Hence, traders should combine rollover data with technical analysis, global market cues, and fundamental
triggers for better decision-making.

Practical Applications: Rollover analysis has several practical uses for traders and analysts:

v Expiry Week Strategies: Observing rollover patterns during expiry week can help set up trades
for the next month.

v" Momentum Trades: High rollovers in trending stocks or sectors suggest momentum continuation.
Contrarian Signals: Low rollovers in a rising market or high rollovers in a falling market can
indicate potential reversals.

v Sector Rotation Plays: Sector-wise rollover data can help identify which industries are gaining
or losing institutional interest.

v" Risk Management: Understanding market positioning before rollover helps traders size their
positions according to sentiment risk.

Professional trading desks often integrate rollover analysis with options data (put-call ratios, max pain
levels) to design expiry-to-expiry strategies.

Conclusion:

Rollover analysis is an important tool for reading near-term sentiment in Indian stock markets. By tracking
rollover %, cost of carry, and open interest trends, traders can better time trades and manage risk. In
today’s derivative-heavy market, understanding rollover dynamics offers a valuable trading edge.
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Disclaimer

The research recommendations and information are solely for the personal information of the authorized recipient and
does not construe to be an offer document or any investment, legal or taxation advice or solicitation of any action
based upon it.

The research services (“Report”) provided is for the personal information of the authorized recipient(s) and is not for
public distribution. The report is based on the facts, figures and information gathered from reliable sources that are
considered true, correct and reliable. The report is provided for information of clients only and does not construe to
be an investment advice. This report does not constitute an offer or solicitation for the purchase or sale of any financial
instrument or as a confirmation of any transaction. Each recipient of this report should make such investigations as it
deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in
this report and should consult its own advisors to determine the merits and risks of such an investment. Such
information has not been independently verified and no guaranty, representation of warranty, express or implied, is
made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without
notice. Descriptions of any company or companies or their securities mentioned herein are not intended to be complete.
SSL is not obliged to update this report for such changes. SSL has the right to make changes and modifications at any
time. This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to
or use by, any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction
where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what
would subject SSL or its affiliates to any registration or licensing requirement within such jurisdiction. Stockholding
Services Limited (formerly known as SHCIL Services Limited)-(SSL) and its associate companies, their directors and
their employees shall not be in any way responsible for any loss or damage that may arise to any recipient from any
inadvertent error in the information contained in this report or any action taken on the basis of this information.

Disclosure

StockHolding Services Limited (formerly known as SHCIL Services Limited) -(SSL) is a SEBI Registered Research
Analyst having registration no.: INH000001121. SSL is a SEBI Registered Corporate Stock broker having SEBI
Single Registration No.: INZ000199936 and is a member of Bombay Stock Exchange (BSE)- Cash Segment and
Derivatives Segment, National Stock Exchange (NSE)-Cash, derivatives and Currency Derivatives Segments and
Multi Commodity Exchange of India (MCX) — Commodity Derivative. SSL has registered with SEBI to act as
Portfolio Manager under the SEBI (Portfolio Managers) Regulations, 2020, bearing registration no. INPO00007304
and also obtained registration as Depository Participant (DP) with CDSL and NSDL, SEBI Registration No.: IN-DP-
471-2020. SSL is a wholly owned subsidiary of Stock Holding Corporation of India Limited (StockHolding).
StockHolding is primarily engaged in the business of providing custodial services, designated depository participant
(DDP) post trading services, Depositary Participant Services, Professional Clearing Services, Authorized Person
services in association with SSL. Neither SSL nor its Research Analysts have been engaged in market making activity
for the companies mentioned in the report /recommendation. SSL or their Research Analysts have not managed or co—
managed public offering of securities for the subject company (ies) in the past twelve months.

Registrations granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or
provide any assurance of returns to investors. We also certify that no part of our compensation was, is, or will be
directly or indirectly related to the specific recommendation(s) or view(s) in this report.
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The Analysts engaged in preparation of this Report or his/her relative or SSL’s associates: - (a) do not have any
financial interests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity
securities of the subject company mentioned in the report as of the last day of the month preceding the publication
of the research report; (c) do not have any material conflict of interest at the time of publication of the Report.

The Analysts engaged in preparation of this Report or his/her relatives or SSL’s associates:- (2) have not received
any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public
offering of securities for the subject company in the past twelve months; (c)have not received any compensation for
investment banking or merchant banking or brokerage services from the subject company in the past twelve months;
(d) have not received any compensation for products or services other than investment banking or merchant banking
or brokerage services from the subject company in the past twelve months; (e) has not received any compensation
or other benefits from the subject company or third party in connection with the Report; (f) has not served as an
officer, director or employee of the subject company; (g) is not engaged in market making activity for the subject
company.

Investment in securities market are subject to market risks. Read all the related documents carefully before
investing. Registration granted by SEBI, membership of BASL (in case of 1As) and certification from NISM
in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

"The securities quoted are for illustration only and are not recommendatory".

The investor is requested to take into consideration all the risk factors before actually trading in equity and derivative
contracts. For grievances write to grievances@stockholdingservices.com.

In case you require any clarification or have any query/concern, Kkindly write to us at
ssl.research@stockholdingservices.com.

SSL Research Centre

StockHolding Services Limited
(Formerly known as SHCIL Services Limited)

CIN NO: U65990MH1995G01085602
Plot No. P-51, T.T.C. Industrial Area, MIDC Mahape
Navi Mumbai — 400 710
www.stockholdingservices.com
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