
Options Trading SIG
Saturday, August 20, 2022 @ 9:00am PT

Spread Trading with Options
A defined risk option strategy for weekly or monthly income

• Informal presentations to help you enhance your portfolio using stock options
• Open discussion with Q & A
• Previous presentations: www.aaiisandiego.com/sub-groups/options-trading/
• Questions and comments: Bruce Ennis, vicepresident@aaiisandiego.com

Flexible Meeting Fees
Make a Contribution Here



Flexible Meeting Fees

 New payment system: Flexible Meeting Fees instead of the Pay-As-You-Go.

 Motivated by the many of you who made generous, voluntary contributions
online toward our expenses during COVID, Thank You.

 Can we make this work after COVID for in-person meetings?

 We need contributions to meet our expenses.

 Ways to make voluntary contributions

 Cash or check

 Use this QR code



Presentation 
Outline

Basic Concepts and Market Activity

Spread Basics

Spread Detail: Vertical Spreads

More Detail: Put Credit Spreads







Option Volume and Open Interest 8-15-22



Daily Exchange Volume and Open Interest 8-15-22



Different 
Types of 
Spreads

Vertical Spreads

Calendar (Horizontal) 
Spread

Diagonal Spread



Apple Option Chain



Vertical 
Spreads

• Sell the more expensive strike
• Buy the less expensive strike

Sell

• Buy the more expensive strike
• Sell the less expensive strike

Buy



Vertical 
Spreads

• Put Credit (bullish)
• Call Credit (bearish)

Credit Spreads

• Put Debit (bearish)
• Call Debit (bullish)

Debit Spreads



Option PnL 
at 
Expiration



Put Credit Spread

• Sell put and buy another put at lower strike with same 
expiration

• Market sentiment: neutral to bullish

• Limited risk and limited reward

• Time decay helps position



Put Debit Spread

• Sell put and buy another put at higher strike with same 
expiration

• Market sentiment: bearish

• Limited risk and limited reward

• Time decay hurts



Apple on 8-17-22 



Apple (AAPL) 8-17-22





Calendar Spread

1. Uses a long and short calls (or puts) with different expirations. 

2. Sell the near-term option, buy the longer-term option. 

3. Both options are the same type (call or put) and use the same strike.

4. Best used in a sideways market with low volatility.

5. Profit from time decay. 



Diagonal Spread 

1. Combines features of a calendar spread and a vertical spread.

2. Uses long and short calls (or puts) with different expirations. 

3. Sell the near-term option, buy the longer-term option. 

4. Both options are the same type (call or put) and use the different strike.



Trade Setup 
Parameters

• Strike
• Front Month Expiration
• Calendar Width: time between expirations



14 Day Calendar at 3, 5, 7 days wide



7  days
5  days3  days

4255 42604257



1. There Is No Single True Path

2. Find a Trading Method that is Compatible with Your Personality

3. Keep a Trading Journal

4. Learn from Your Mistakes

5. Risk Management is Critical

6. Trade Small, Often and Consistently

7. If You Hope a Trade Will Work: Get Out (hopium is bad)

8. Emotions Are Detrimental to Trading

9. Aiming for Consistent Profitability Can Be Counterproductive

10. Successful Traders Love What They Do

* From Jack D. Schwager,  Unknown Market Wizards 

Market Wizard Lessons* 



Spread Basics

• Different Types
• Vertical Spreads
• Calendar (Horizontal) Spreads
• Diagonal Spreads


