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accounts, 22, 56, 78, 123, 201
assignments, 15
margin, 23, 92
retirement, 23, 39, 123
American depositary receipt (ADR), 15
anti-straddle rule, 82, 84, 123
arbitrage, 32-34, 36, 75, 180
arbitrageurs, 54, 109
conversions, 108—109, 145
ETFs, 155-156
asset class, 111, 156, 171, 205
assignment, 14—17, 40, 43—45, 70-73, 94,
99, 142, 160
early, 44-45, 89
notice, 15, 43, 60
taxation, 83—84
at-the-money (ATM), 39-40, 46, 74, 77,
97,119, 173
defined, 11

Black-Scholes, 27, 24-37, 54, 105-106
Black, Fischer, 27
buyers, see holders
brokers, 11, 16, 23, 38, 54, 156, 158, 160
bull call spread, 173
buy-write, 73-75, 112, 148
BXM and BXY, 56
index, 37, 55-57, 162
BXM, see buy-write
BXY, see buy-write

calendar spread, 61, 112, 142-143,
194-195
call option
basics, 7-22
pricing & valuation, 25-34

writing
advanced, 87-108
basics, 37-57
collars, 145-151
implementation/ 47, 57-84, 87, 97,
99, 150, 1€2
incremensal, 71-2
mixed 37, 98-100
on i ! Fs, 153-162
partial, 69, 87, 98
ratio, 87, 98, 100
versus put hedge, 127
call-on-call covered write, 94-95
capital gains, 81-83, 89, 122, 167
capped, 15, 58, 124, 146
cash delivery, 15
cash value, 26-27, 44-45, 107
catastrophic risk, 111, 129-130,
152
Chicago Board Options Exchange (CBOE),
20, 27, 98, 153-154, 159,
172-174, 180-183, 191,
204
closing transaction, 17, 108, 122
collar, 145-152, 162—-164, 204
composite quote, 20-21
compounding, 163
contango, 183, 195
contract size, 10, 15
conversion, 93, 94, 109
defined, 108
split-strike, 145-146
convertible securities, 93-94
correlation, 157, 196, 203
covered call writing, see call option
crossover price, 40, 124
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deliverable, 14-15, 93, 159
delta, 53, 121-122, 135, 137, 140, 192
defined, 121

derivative, 157-158, 171, 173, 180-181,
188, 201, 204

Diamonds ETE 157

disposition effect, 69

dividends, 14, 27-28, 32-33, 56, 72, 96,
104, 117, 160, 163

Dow Jones Industrials, 157

duration, 25, 32, 49, 52-54, 58, 75, 79-80,
82,112, 116-119, 129-130, 134,
141-142, 144, 151, 199

exchange, 19, 22
market-maker, 20
specialist, 20
exchange traded fund (ETF), 8-9, 11, 43,
50, 52, 54, 97, 112-115, 119-120,
127, 131, 144-145, 147, 152-170,
196-199, 203, 204
advantages, 156
defined, 154—155
disadvantages, 157
inverse, 155-156, 158
leveraged, 155-156, 158
Magazine, 153
exchange traded note (ETN), 157,159,
195-197
European style, 15
ex-dividend, 33
execution risk, 80
expected return, 51, 105
expiration
date, 7-9
cycles, 12
extrinsic value, 26

fundamental analysis, 49
grecks, 121, 192

hedging, 100, 111-117, 123, 125130,
(see also put hedging)
advanced, 131-152
catastrophic risk, 129-130
disadvantages, 116
historical volatility, see volatility

illiquidity, 182

implied volatility, see volatility

income, 43, 48, 56, 58,71, 72, 73-77, 82,
98-99, 147, 168-169

interest rates, 27-28, 32, 54-55, 90, 97,
109, 116-117, 119, 185, 190

in-the-money (ITM), 10-11, 17, 27, 45,
4748, 78-79, 82-84, 91-92, 94,
96, 121-122, 192, 193, 202

intrinsic value, 27

inverse, see exchange traded fund

leverage, 25, 90-93, 97, 104-105,
189-190
in funds and ETFs, 155-156, 158
limit order, 20-21
liquidity, 12, 16, 21, &1, 155-156, 158,
180, 1£2,201
long term equity anticipation securities
(LEAPS), 13, 54, 91, 97-98, 133,
159,
loss, 41-42, 142, 149, 156, 159, 161, 181,
185, 189-190, 195-197, 202
taxation of, 81, 82, 122
loss aversion, 69-70, 125

macro protection, 201

Madoff, Bernie, 145-146

margin, 23, 38-39, 87, 90-97, 101,
103-105, 181, 185, 189, 190, 195

market orders, 22

market risk, 80

market-maker, see exchange

married put, see put option

master limited partnership, 157

McMillan Analysis Corp, 35, 106,
161

mental accounting, 69

micro protection, 201

naked, see option
NASDAQ 100 Index ETF (QQQ), 20,
147, 155, 162, 166, 201-202
net credit, 65, 68
net debit, 63, 65, 68, 91, 95
return based on, 48
net price, 33, 68, 104, 141
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offsetting transaction, 58
OEX, 172-173, 180, 183-184, 191,
201
order book official, 20
Options Clearing Corp., 8, 17, 45, 115
open interest, 16, 22, 107-108
opening rotation, 1
opening transaction, 17, 21
opportunity cost, 17
option
adjustment, 13
American style, 15, 43
Cclass 9, 34, 204
equity, 1, 8, 15, 97, 108
ETFs and, 153-170
European style, 15
exercise & assignment, 7, 14-17, 26-27,
33, 40, 43-46, 51, 60, 63, 76,
80-82, 91, 100, 107-108, 118,
122, 132, 202
expiration, 7-9, 12, 159
holders, 16-18, 37, 44—45, 80-81,
107-108
listed, 9
naked, 18-19, 22-23, 38-40, 61, 80,
100-104, 173, 195, 203
online calculators, 27
out-of-the-money (OOM),.55:-54, 72,
74-75,77-79, 82, 90-21, 93,
200-202
parity, 27
positions, 17
rolling, 68-70, 73,79, 96, 98, 99, 108,
132-133, 136-137, 142, 157, 162,
196, 199
series, 8-9
skew, 34, 36, 106
strategy, 1, 23, 29, 31, 33-34, 36-38, 40,
58, 74, 76-7, 83, 87, 89, 93,
97-98, 103, 106, 112, 123, 133,
137, 142, 147-149, 151-152, 154,
156, 159, 162-163, 171, 179, 194,
199, 201, 203
tax rules, 81, 89
VIX, options on, 191-204
writers, 17, 43, 45, 50, 81, 100, 103,
131, 161

put option, 23, 26, 33-34, 36, 49-50,
75, 88, 105, 108-109, 111-152,
163, 171-173, 175, 179, 192,
196-197, 201-204 (see also put
hedge)
basics, 7, 10, 17
collars, 145-152
married, 111-112
naked, 103-104, 173
writing, 103-104
put hedge, 111-130
advanced, 131-145
efficiency of, 105, 119-121, 152

Scholes, Myron, 27
settlement, 15
S&P 500 Index.-cee 5PX
spread, 100, 152,204
butterily, 145-144
calendar. 61, 112, 142-143,
194-195
ceedit, 61, 101-102, 147-148
debit, 138, 140-142
diagonal, 94
orders, 68
ratio, 143—144
SPX, 37, 55, 57, 117, 165, 172-173,
175-176, 178-182, 184, 189-191,
200-204
standardization, 8
stock, 7-21, 23, 25-57, 59-80, 88
Strike price, 8-11
adjustments, 13

tax deferral strategies, 83, 98

technical analysis, 49

theoretical value, 27-28, 31-32, 34-36, 67,
74, 96, 105, 140-141, 161

time premium, 172, 192, (see also time
value)

time value, 26-31, 43—45, 50-53, 68,
70, 78-79, 94, 96-97, 114, 116,
118, 120, 132-133, 137, 142, 172,
192

defined, 27
total-return, 73-77
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trading implied, 29, 32, 34-35, 36, 49-50, 54,
halts, 80 66-67, 105-107, 116, 118-120,
risk, 80 127, 134, 160-161, 172-173,

transaction costs, 38, 4546, 48, 56,
60-64, 69, 102, 140, 142143

underlying security, 7-10, 13, 15-16, 21,
38, 94, 152
U.S. treasury bonds, 155-156

Vanguard, 168
volatility
historical, 32, 34-35, 54, 106-107,
127-128, 161, 171-172, 178, 182

175-176, 183184, 192
index, see VIX
measuring, 172-204
skew, 106
VIX, 172-205
VX0, 172-173
VXX, 195
VXZ, 195

warrants, 93-94
wash sale rule, 84
writer, see options



