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For those who may ask, “Who is this guy?”
• From San Diego, attending Options Sub-Group ∼ 4years 

• Alumni: SDSU, Vanderbilt, UNC Chapel Hill (PhD), Georgetown (post-doc) 

• Asst Prof at Vanderbilt Med School (taught anatomy to medical students) 

• Worked for Abbott Labs, Celgene and Arena Pharmaceuticals (retired in 2016) 

• Trading options for 9 years: mostly SPX, condors, butterflys, covered calls, CSP puts 

• Learned not to swim if the waves are really big.  

• Minimal trading since VIX ∼ 30 (2-27-20)
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Option Volume on 5-20-20, 11:30am
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0
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Underlying Trading Volume

Contract Size

$50 x SPX

$5 x SPX



What is the All Put Flat Fly (APFF)?

• An (unbalanced) put butterfly 

• Building blocks: put debit spread + put credit spread 

• Middle strikes are short (-2) 

• Upper (1) and lower (1) strikes are long 

• A relatively simple, easily managed trade for monthly income 
 

 Balanced



Put debit spread + Put credit spread = (see next slide)

BEPBEP



Balanced Put Butterfly



All Put Flat Fly 

1. Trade Entry: 38-50 DTE.  
2. Don’t start during after price move of >1.5 SD down side. 
3. Trade Entry: Buy top strike 15-25 points above current price. 
4. Sell center strikes 40 points lower 
5. Buy lower strike 50 points below that. 
6. 10% profit, 15% max loss. % (debit + margin)



Top strike 
Center strikes 
Bottom strike

All Put Flat Fly strike selection

+25 pts (above ATM) 
-40 pts 
-50 pts

ATM + 25 
ATM -20 
ATM -70



All Put Flat Fly strike selection

ATM

+25 points

-40 points

-50 points



trade start: eod 5-21-20

APFF start date: 5-21-20



Trade Adjustments

• 1st Adjustment 
• UPPER: if price trades 5-10 points above the upper breakeven, add a second Butterfly centered 

15-25pts above the current price. 
• LOWER: if price reaches lower break even, add another butterfly centered 15-20 points below 

where currently trading. 

• 2nd Adjustment 
• UPPER: if current price reaches upper short strike remove the lower fly.   
• LOWER: if current price reaches 5-10 points before the short strike remove the upper fly. 
 



SPX All Put Flat fly 















Backups



Call and Put Options

A put is a contract giving the owner the right (not the 
obligation) to sell shares of an underlying security.  

A call gives the owner the right (not the obligation) to 
buy.



Implied volatility (IV)

Volatility is a measure of price uncertainty expressed as a percentage. IV is derived from a 
statistical formula that determines a one standard deviation annual price distribution. 

Example: If we have a stock trading at $100 with an IV of 25 percent, the options are implying that 
the stock will be higher or lower by 25 percent within one standard deviation. (One standard 
deviation equals 68 percent in a normal distribution.) So the stock has a 68 percent probability of 
being between $75 and $125.



Option Greeks
Delta 

The change in option price with a change in the underlying price. For a $1.00 increase in the underlying price, the value 
of the delta is added to the value of the option. Conversely, for each $1.00 decrease in the price of the underlying, the 
value of delta is subtracted from the value of the option. 

 The delta of call options is always positive (0 to 100) and the delta of put options is always negative (0 to -100). 

 The delta of an at-the-money option is approximately .50 (calls) or -.50 (puts). 

 The delta of an option at expiration is either 0 or 100 (-100 for puts). 

Theta  

The change in option price per day resulting from time decay. 

Vega  

The change in option price with changes in implied volatility (IV, see following slide).  

Gamma  

The change in delta with changes in price of the underlying security. 



The Black-Scholes pricing formula for call options.



Option Greeks

• Delta indicates an option's sensitivity to change in the underlying price. It predicts the change 
in the option’s price with a $1 change in the underlying price. 

• Theta indicates an option’s time decay, giving us the change in price per day. 

• Vega is the option's sensitivity to changes in implied volatility. A rise in implied volatility 
is a rise in option premiums, and so will increase the value of long calls and long puts. 
Vega increases with each expiration further out in time.  

For every 1% volatility increase in the underlying asset, the value of vega is added to the 
value of the option. 

• Conversely, for every 1% volatility decrease, the value of vega is subtracted from the 
value of the option. 

• Gamma is the sensitivity of the delta to changes in price of the underlying asset. 








