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Calendar spreads (Continued )
the phenomena and, 175–176
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daily erosion, 175–176
implied volatility, 176
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profitability without movement,
183–185
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Magnitude. See Direction, magnitude,
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Onyx Pharmaceutical (ONXX) covered
call execution, 136
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cost and value, 5–12

inherent value, 6–7
time value, 7–12

describing, 4–5
moneyness, 13–14
put options, 12–13
specifics, 3–4

Option pricing models, x, 37–47
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Black-Scholes model, 38–46
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QQQ risk reversal, 214–216
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Realized volatility, 237–238
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differences, 224–225
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Volatility feedback theory of volatility
slope, 110

Volatility Index (VIX), 106
Volatility risk premium, xiii, 27–28,

51–62, 118, 134, 154, 176
by asset class, 59
assumptions, 54–57
and calendar spreads, 176
and covered calls, 118, 134
definition of, 51–54
and selling puts, 154
size, 57–58
over time, 60–61

Volatility slope, 105–112, 119–120
asymmetry, 110–111
correlation between market prices
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and covered calls, 119–120
and selling puts, 155
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