
Options Trading 
SIG

Informal presentations to 
help you enhance your 
portfolio with options

Spread Trading with Options 
Part 2: Put Credit Spreads

A defined risk option strategy for weekly or monthly income

Previous meetings: www.aaiisandiego.com/sub-
groups/options-trading/



Flexible Meeting Fees

 New contribution system: Flexible Meeting Fees (instead of the Pay-As-You-Go).

 Motivated by those who made generous, voluntary contributions online 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



Upcoming Events
Current calendar can be found at www.aaiisandiego.com

Upcoming Meeting Dates

In Person with Live Stream Option
November 12, 2022 – “What We Got Wrong In our Market Outlook 
for 2022 and Its Impact on 2023” presented by Nick Atkeson, Delta 
Investment Management LLC

In Person with Live Stream Option
January 14, 2023 – “2023 Economic Update” presented by Andrew 
Reilly, Market Director, Principal Global Investors



Options Investing Strategies - American Association of Individual Investors (aaii.com)



Presentation 
Outline

Basic Concepts and Market Activity

Characteristics of Index Options

Vertical Spreads

A Real SPX Put Credit Spread





What is a 
Market 
Index?

• Stock indices are be broad market indicators
• An index represents a collection of stocks 

and can be used to assess market and sector 
status

• Stock indices are not traded 
• Indices have a large derivative markets, i.e., 

options and futures
• Indices have ETFs

• Broadly followed indices:
• S&P 500 (SPX)
• Nasdaq100 (NDX)
• Dow Jones Industrial Average (DJX)



Indices

• Standard & Poor's 500 (SPX) 

• 500 largest U.S. Companies

• Value is market-weighted

• 80% of the total value of the U.S. stock market

• Widely used as an indication of movement in the U.S. market

• The Nasdaq 100 (NDX) 

• 100 largest companies listed on the Nasdaq

• Value is market-weighted

• No financial stocks

• Dow Jones Industrial Average (DJIA)

• 30 largest U.S. companies 

• Value is price-weighted

• Oldest index in the world

• Represents 25% of the value of U.S. market



Option Settlement



Option 
Contract 
Style 
(European vs
American)

• European style: exercise only at expiration. 
• Index options are European style (except 

OEX).

• American style: exercise anytime.
• Equity options are American style. 



Index Exchange Traded Funds



ETF trading volume 10-14-22



ETF Option Volume 10-14-22



Index Option Volume 10-14-22



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



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

* See next slide





Put Credit Spread



Call Credit Spread



Put Credit Spread + Call Credit Spread = Iron Condor



Start PCS
9-23-22 
SPX@3683 

Start CCS 
10-5-22, SPX@3784

SPX OCT 28 PCS



28 OCT SPX PCS, start: 9-23-22, 10:12am (35 DTE)

* Expected move over the expiration period

*



SPX 28 OCT PCS
• 4 delta short put
• 35 DTE
• Distance to short strike: 683pts
• Expected move: 276pts



SPX 28 OCT PCS
• STO call credit spread on 10-5-22
• 5 delta short call
• 23 DTE (12 days later)
• Distance to short strike: 385pts
• Expected move: 217pts



SPX 28 OCT PCS
• STO call credit spread on 10-5-22
• 5 delta short call
• 23 DTE (12 days later)
• Distance to short strike: 385pts
• Expected move: 217pts



Start PCS
9-23-22 
SPX@3683 

Start CCS 
10-5-22, SPX@3784

SPX OCT 28 PCS

• 4 delta short put
• 35 DTE
• Distance to short strike: 683pts
• Expected move: 276pts

• 5 delta short call
• 23 DTE (12 days later)
• Distance to short strike: 385pts
• Expected move: 217pts

• Current expected move: 184pts



• 10-14-22, eod
• SPX 28 OCT PCS 
• 14DTE
• SPX @3583 (-86.84, -2.37%)



Flexible Meeting Fees
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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 

Words of Trading Wisdom* 


