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American-style options, 3, 16
Arbitrage trading, 50–52
Ask, 256
At the money, 5–6

Backspreads
calls, 199–207
puts, 207–211

Bear spreads
calls, 121–127, 167
puts, 121–122, 124, 127–133, 141–142

Bid, 256
Break-even point, 17
Bull spreads

calls, 114–119, 266–268
puts, 107–114, 109, 141–142, 167

Butterfly spreads
iron butterfly, 85–88, 142–148
long call, 136–139
long put, 139–142, 193–195, 264–265
reverse iron butterfly, 154–158
short call, 149–152
short put, 152–154, 207–209

Buy-write. See also Covered calls
16–17, 25–26, 258–259, 265

Calendar spreads. See also Diagonal
spreads

combined, 227–230
long call, 221–223
long puts, 224–227
time value effect, 220–221

Call options. See also Covered calls;
LEAPS

backspreads, 199–207
bear spreads, 121–127, 167

bull spreads, 114–119, 266–268
butterfly spreads, 136–139, 149–152
calendar spreads, 221–223
condors, 160–163, 172–174, 262–263
definition and overview, 1–5
delta and, 56, 58–59, 246
diagonal, 231–234
doubling down and, 214–215
gamma and, 59–60
Greeks, 9–10
in-at-out of the money, 5–6
intrinsic vs. time value, 6–7
legging in, 265–266
ratio spreads, 184–189
spreads, 8–9
stock repair trade and, 216–218
synthetic, 40–50
theta and, 61–65
vega and, 66–67

Cash-secured puts, 26–31
Cash settled index, 3–4
Catalysts

straddles and, 74, 78–81
strangles and, 91, 95, 97

Closing transactions, 258
Collar, 33–35
Condor spreads

iron condor, 166–172, 261–264
long call, 160–163
long put, 163–166
overview, 159–160
quotes, 262–263
reverse iron condor, 176–181, 262
short call, 172–174
short put, 174–176
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Covered calls
buy-write, 16–17, 25–26, 258–259,

265
definition and overview, 8, 15–16
diagonal spread vs., 233–234, 236
key levels, 17–19
LEAPS, 22–25, 67–68
risk, 21–22
systematic, 25–26
theta and, 19–21

Delta, 9, 55–59, 245–246
Delta-neutral positions, 246–254, 261
Diagonal spreads. See also Calendar

spreads
calls, 231–234
double, 241–244
LEAPS, 234–241
puts, 237–239

Double diagonal spread, 241–244
Doubling down, 214–215

Earnings reports
straddles and, 73–74, 76–78
strangles and, 95–98, 100

Equity index options. See Index
options

European-style options, 3
Event trading, 76–78
Exchange traded funds (ETF), 2, 16
Executions

legging into spread trades, 265–268
multiple legs, 261–265
single option spread, 258–260
stock/option trade, 256–258
two option spread, 260–261

Expiration dates, 3–4, 22–25, 68

Front spreads, 183

Gamma, 9, 59–60, 250–251
Good til canceled orders, 26–27
Greeks, 9–10, 69. See also specific

Greeks, such as Delta

Implied volatility. See also Volatility
65–67, 87–88, 96–98, 100, 105

Index options, 3

Interest rates, 67–68
In the money, 5–6
Intrinsic value, 6–7, 61–65
Iron butterfly, 85–88, 142–148, 154–158
Iron condor spreads, 101–105,

166–172, 261–264

Key levels, 17–18

LEAPS (Long-term Equity AnticiPation
Securities), 22–25, 67–68, 234–241

Legging into spread trades, 265–267
Leverage, 93–98
Limit orders, 16, 26–27, 259–260
Long positions

butterfly spreads, 136–142, 183, 188,
193–195, 264–265

calendar spreads, 221–223, 224–227
condor spreads, 160–166, 262–263
straddles, 72–81, 207–208, 210–211,

248–249
strangles, 89–98, 179–181
synthetic, 40–44

Long-term Equity AnticiPation
Securities. See LEAPS

Market maker trading, 251–254, 259,
261, 264

Maximum profit/loss, 17

Naked short positions, 26, 83–84, 87,
101–102, 105, 185, 197

Open interest, 257
Opening transaction, 258
Option orders, 258
Option quotes, 256–265, 267
Out of the money, 5–6

Payoff tables/diagrams, 10–11, 17–19
Point of indifference, 19
Pricing calculators, 12–13, 23, 65–66
Protective puts, 32–33
Put-call parity, 34, 37–40, 50–53
Put options

backspreads, 207–211
bear spreads, 127–133, 141–142
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bull spreads, 107–114, 141–142,
167

butterfly spreads, 139–142, 152–154,
193–195, 207–209, 264–265

calendar spreads, 224–227
cash-secured, 26–31
condors, 163–166, 174–176
definition and overview, 1–5
delta and, 56–59, 246
diagonal spreads, 237–239
gamma and, 59–60
Greeks, 9–10
in-at-out of the money, 5–6
intrinsic vs. time value, 6–7
LEAPS, 239–241
protective, 32–33
ratio spreads, 189–197
spreads, 8–9
synthetic long, 40–42
synthetic short, 45–46
systematic cash-secured, 31–32
theta and, 61, 64–65
vega and, 66–67

Quarterly earnings reports. See

Earnings reports
Quotes, 256–265, 267

Ratio spreads
calls, 184–189
puts, 189–197

Rho, 10, 67–68

Selling to close/open, 258
Short call butterfly spreads, 149–152
Short call condor spreads, 172–174
Size, 256
Spreads, overview, 8–9. See also

Executions
Standard option contracts, 2–3
Stock options

executing, 257
expiration, 3
standard number of shares, 2–3
synthetic long, 42–44
synthetic short, 48–50

Stock repair strategy, 213–218

Straddles
executions, 260–261
leverage and, 93–98
long, 72–81, 207–208, 210–211,

248–249
iron butterfly vs., 156–158
short, 81–88, 146–148, 183, 195–196
strangles and, 89–98

Strangles
iron condor vs. 101–105
leverage and, 93–98
long, 89–98, 179–181
short, 98–105, 170–172
straddles vs., 89–98

Strike price, 3–4, 37–38, 107
Synthetic positions

long, 40–44
put-call parity, 34, 37–40, 50–53
short, 44–50

Systematic cash-secured puts, 31–32
Systematic covered calls, 25–26

Theta, 9, 61–65, 220–221
Time value, 6–7, 22–25, 61–65,

220–221. See also Theta
Trading spreads. See Executions

Underlying securities
defined, 2
delta and, 246
LEAPS and, 22–25
systematic cash-secured puts, 31–32
systematic covered calls, 25–26

Uptick rule, 257

Vega, 9, 66–67, 74. See also Volatility
Vertical spreads

bearish, 121–122, 124, 127–133,
141–142

bullish, 107–114, 109, 141–142, 167
Volatility. See also Implied Volatility

greeks and, 65–67
historical, 65
long straddles and, 74–81
long strangles and, 89–90, 92, 95–98
short straddles and, 83–85, 87–88
short strangles and, 98–105
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