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1. What it means to say a buyer has a right, not obligation
Buyers, also known as purchasing agents, must operate within a budget and usually bargain for the items they intend to purchase. Although a buyer can choose to buy, they are under no obligation to do so. Purchasers are under no duty to exercise their right to acquire, regardless of whether they want to do so (Azzopardi, Pace & Schapachnik, 2018). A duty is a legal need to carry out a task, whereas a right is an unfettered option to carry out a job. For example, investment vehicles such as call options and put options allow investors to acquire assets at a certain price, but they are not required to do so.
2. Differences between the index and stock option
An index option entitles the holder to purchase or sell the value of an index at a predetermined price before the expiration date. Cash is frequently the best option for settlement. The holder is under no obligation to acquire or dispose of the instrument (Zhang & Zhang, 2018). The primary distinction between the index and stock options is the number of firms whose stocks are included. A stock option, for example, is based on a single stock of a firm, but an index option is based on a large number of stocks in the index. Besides, when trading index options, the index serves as the underlying asset, not individual firms, while for stock options, the underlying asset is the underlying stock. Finally, index options are a market sector hence more secure and liquid, entailing several dangers because it is a single business with stock options. If you trade indices, you increase your chances of profiting, but your profit margin may be less. On the other side, if you profitably trade stock options, your profit margin grows.

3. The maximum amount the buyer of an option can lose
When the option price is subtracted, either a gain or a loss may occur. Maximum loss is the premium already paid for buying the put option. When the market price and striking price are equal to or more than the strike price, the option holder may elect not to exercise the option, therefore limiting their loss to the optional price paid.
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