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Flexible Meeting Fees

Voluntary contributions pay for our expenses.

Many generous, voluntary online contributions were made during COVID
Thank You.
Ways contribute:

= Cash or check

= https://www.paypal.com/donate/?hosted button id=2
MS5F9F7L4C2HU

= Use this QR code
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Market Description

Calendar Spreads

SPX Put Credit Spread




Options allow an investor to achieve a variety of
objectives:

Risk Reduction: protect stock holdings from a
decline in market price (long puts).

W hy O pt 10NS ? . Generate income (calendars, credit spreads).

Stock acquisition at a lower price (short puts).

Market speculation at lower risk and greater
reward (long calls).




Underlying Assets

e Stock (TSLA, AAPL, AMZN)
« ETF  (SPY, QQQ, IWN)
e Index (SPX, VIX, RUT, NDX)
* Futures (/ES, /MES, /NQ)



The Market

Options are traded through your brokerage firm at Exchanges. Trade transactions are
cleared through the Options Clearing Corporation (OCC).

* Markets are fragmented, anonymous and 90% electronic.
* Every trade has a buyer and a seller, but one initiator.
* There is information in every quote and every trade.



Options Clearing Corporation (OCC)

Established in 1973
Owned by the major exchanges (i.e. CBOE, AMEX, PHLX, PSE)
Regulated by the SEC

Main role: to act as a performance guarantor for all options



Annual Options Volume 2000-2022

OCC Annual Contract Volume by Contract Type
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Calendar Spread

. Uses options with different expirations but same strike.

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

* short strike in front month
* long strike in back month

. Both options are the same type (call or put).

. Best used in a sideways market with low volatility.

. Profit from time decay and increased implied volatility.



Trade Setup Parameters

e Strike (usually ATM)
* Front Month Expiration

 Calendar Width: time between expirations



SPY Put Calendar at Start
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SPY Put Calendar (at Day 10)

Theta: 13.15
Date: 7-29-23, Day = 10

Volatility adjustment = 0.00%
P/L =563.59 (132X)
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SPY Put Calendar (at Day 10 with volatility increase)

Theta: 14.09

Date: 7-29-23, Day = 10
Volatility adjustment = 0.80%
P/L =581.62 (170X)
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Calendar spreads profit from: 1) time decay and 2) increased volatility

if the underlying price remains between the BEPs.

Day =0 Day = 10 _ Day =10
Volatility = 0.00%  / Volatility = 0.00% Volatility = 0.8%

BEP /
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Basic Guidelines for Calendar Spreads

Avoid trading through earnings and ExDiv date (for stocks).

Buy the spread ATM.

The short options (front month) should expire in 7 to 40 days.

The long options (back month) should expire 7 to 14 days later.

Use the expiration or P/L graph throughout the trade.

Always have an exit plan and a profit target. Use a mental or real stop loss.

Adjust the trade at or near the break-even point:

a) Open a second calendar spread at the current price, converting trade to a double calendar.

b) Close the trade.



proft Put Credit Spread

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

Market sentiment: neutral to bullish

| stock

____/ s

Limited risk and limited reward

Time decay and stock price increase helps position

loss



Put C
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High Probability Put Credit Spreads in SPX

Sell a put and buy another put at lower strike with same expiration
Sell far OTM puts, (ex. 4A)

Buy puts 40-50 points lower

Start trade after a market sell-off

Pay attention to the “Expected Move” and ...

consider the distance between the current price and the short strike:
how many points until the short is ITM (i.e. at the BEP)?



SPX 6 Month Daily Chart
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SPX Daily Price Chart (11-15-23) and Put Credit Spread Durations

4 ©anovres 4

4 start 10-26-23 (29 DTE)
end 11-6 (11 DIT)

417 NOV PCS

4 start 10-20-23 (28 DTE)
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Lo 4103.75 JRESAY
10-27




SPX
~ Underlying

v

» Trade Grid
~ Option Chain
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SPX Option Chain (on 11-15-23)

NIA N/A

il. Open Interest, Volume, Impl Vol, Theta.... ,

Expected Move -

450530 452117 449531

4607.07 376449 0 1.0
S
8.39% (+2.277)
14 66% (225 358)
12.51% (£29.44)
14.47% (36 985)
10.95% (£45.338)
11.34% (451 57)
11.70% (157.578)
11.31% (63 269)
11.16% (£72 246)
11 59% (£78.133)
11.98% (283 849)
12 31% (£89 218)
12 59% (£94.272)
12 27% (+100.199)
12 52% (£104.92)
12 75% (+109 509)
12.94% (+113.778)
13.31% (+119 684)
13.04% (4124.721)
13 36% (+130 235)
13.79% (+136.914)
13.94% (£140 87)
13.70% (+140.158)
14.07% (+144 631)
13.76% (+148 387)
13.98% (+153 043)
14.10% (+156.624)
14.18% (+159 761)




SPX Weekly Option Chain 30 DTE (on 11-15-23)
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SPX Monthly Chain 29 DTE AM settled (on 11-15-23)
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30-day Weekly vs 29-day Monthly Open Interest SPX @ 4502 on 11-15-23
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Start: SPX 17 NOV PCS on 10-20-23

28 DTE, SPX down 53.84 (-1.26%)
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Nov 17 SPX PCS at Open

SPX @4224 (-53.84)
credit $726.40
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Close: 17 Nov SPX PCS, 11 Days in Trade
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Start: SPX 24 NOV PCS on 10-26-23

29 DTE, SPX down 51.27
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Nov 24 SPX PCS at Open

SPX @4135 (-51.27) I
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Short put @ 4A

letic PIL Open | Fr . Prob range:

Expected move 202pts

Price - Short Strick = points to BEP
4135-3550 =585

Points to BEP - Expected move =
585-202 = 383pts > expected move

v Price Slice

413436 = i [ 5 -.04 43.84
Positions and Simulated Trades

. Allgroups , Model Bjerksund-Stensland | Interest:

INDEX
0 PUT

sy =




Close: 24 Nov SPX PCS, 11 Days in Trade

v (Quick Chart on SPX
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Credit $776.4
Cost to close $121.80
Profit $654.60

Total profit $654.60 + 453.78 = $1,108.38

SPX S8P 500 INDE k| ks | oL
v Underlying
}

v Option Chain
: Strikes: ALL ¥ olTs
Volume , ImplVol, Theta, Delta, Bid X Bid X \sk X Open.Int ,
(18) 100 (Weeklys)

NIA = 1.00

NIA = -4B 1.00

NiA - -4 1.00

NiA = -49 1000 90 g 3

NIA 100] 85190C) 85790 ( ; 75C

NiA - 100 & §05.90 ¢ 23 3550 .15 8C

NIA - -5 100/ 77800 C| 784.00 C 23 0 C 90C

NIA : 1.00] 75240C| 756.30 ¢ V2 3 5 C % C 26,17
NiA = 100 727600C| 73360 ( 3625 9C  100C 199




THE END

Written and Directed by Bruce W. Ennis., Ph)
Produced by AAII San Diego
Assistant Producer James Hoffman, USMC



