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Strategy Rationale 
 
The Strategy entails taking benefit of the price movement of both the 
stocks and takes advantage of the price ratio reverting to the mean. Both 
the stocks are correlated to each other and 100 days correlation between 
the two is around 91%. However, in short term Colpal has 
underperformed Hindunilvr and due to this price ratio has deviated from 
its mean. This is an ideal scenario where one can buy Colpal and sell 
Hindunilvr. We expect that from here Colpal will outperform Hindunilvr 
in short to medium term perspective. 
 

 
 
Strategy Details 
 
Particulars Long Short 
Scrip COLPAL HINDUNILVR 
Initiation Zone 1177-1179 1608-1610 
Lots in Future 1 1 
Shares to be bought in cash 120 - 
Total Exposure 9,66,000 9,66,000 
   
Current Price Ratio 0.732 
   
Target Price Ratio 0.790 
Target Profit (Rs.) 62,000 
   
SL Price Ratio 0.710 
SL (Rs.) 30,000 
Approx Investment 2,25,000 

 
• The strategy has to be rupee neutral so we need to buy some 

quantity in cash market to make it of equal value. 
• Approx. holding period for positions is around 15-20 days but under 

unfavorable situations holding period can extend also. 
• Position taken in Future needs to be rolled over in next month in case 

strategy doesn’t get square off within the same expiry. 
• While calculating Investment, capital invested in Cash market is not 

added as same shares can be transferred in Margin account which will 
reduce margin liability. 

COLGATE PALMOLIVE (COLPAL) 
Bloomberg Code CLGT 
Reuters Code COLG 
Lot Size 700 
Current Fut. Price 1177-1179 

HINDUNILVR 
Bloomberg Code HUVR 
Reuters Code HLL 
Lot Size 600 
Current Fut. Price 1608-1610 
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Disclaimer 

Analyst Certification: I, Aditya Agarwal, the research analyst and author of this report, hereby certify that the views expressed in this research 
report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part 
of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this 
research. The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of 
the company (Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and 
maintain independence and objectivity in making any recommendations.  

It is confirmed that Aditya Agarwal, the author of this report has not received any compensation from the companies mentioned in the report in 
the preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other 
business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, 
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information 
contained in this report.  

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to 
you. Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security 
or product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither 
comprehensive nor appropriate for every individual and are solely for the informational purposes of the readers.  This material does not take into 
account the specific objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.  

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or 
distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in 
this research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. 
Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions 
may be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform 
themselves about, and observe any such restrictions.  

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is 
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, 
either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness 
for a particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information 
or opinions in it. Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any 
person from any inadvertent error in the information contained in this report. The recipients of this report should rely on their own 
investigations. In no event shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, 
consequential, punitive, lost profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages. 

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject 
to significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties 
include but are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or 
indices; adverse impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased 
competition; unfavourable political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event 
and such others. This is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any 
particular trading strategy. No part of this material may be copied or duplicated in any form by any means or redistributed without the written 
consent of Way2Wealth. In no event shall any reader publish, retransmit, redistribute or otherwise reproduce any information provided by 
Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and employees including persons involved in the 
preparation or issuance of this report may from time to time have interest in securities / positions, financial or otherwise in the securities 
related to the information contained in this report.  
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