INDEX

Active traders, 19, 237
Anheuser-Busch (BUD), 33-36
Announcements, market impact of, 29,
43—44
Approval levels, trading accounts, 109-110,
241-242
Ask price, 22, 33. See also Bid/ask
Assignment:
buying your favorite stock, 98-99, 103,
105, 109, 111, 115, 118-119
covered calls, 190-192, 194, 198, 201, 203
implications of, 244
market makers, 180-181
At-the-money (ATM) options:
call options, 13, 206-207
characteristics of, 13—14, 1617, 41,
48, 58
front-month, 30
put options, 13, 218
Auto industry meltdown, 111
Automotive stocks, 115, 118
Averaging out, 41

Bailout plan, government, 115
Bank credit crisis, 111, 214

Basics of options:
buyer’s rights, 4-5
option example, 7-9
probability applications, 67, 14
profit/loss (P/L) scenario, 9-12
seller’s obligations, 45
strike price, relationship with stock price,
12-14, 48-50, 56, 61
types of options, 3—4
Bear call option credit spreads, 124,
133-135, 140-141, 146
Bearish environment, 126
Bearish position, 57
Bearish trade, 143
Bear put option debit spread, 156, 157
Bear Stearns, 115, 118
Bias, types of:
bullish, 211, 213
directional, 22, 39, 179, 224
Bid/ask, 22, 35, 37-38, 40, 54, 87,
177, 194
Black, Fischer, 16
Black-Scholes options pricing
model, 16
Blue-chip stocks, 104

247
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Breakeven point/price:
buying stock for half price, 72-74, 77,
83, 85, 87-88
option credit spreads, 138—139, 161-162
option selling, 60, 65
ratio option spreads, 210-211
significance of, 7-10,
stock vs. options, 47, 51, 53-54, 56
Breakouts, 142
Brokerage firms:
approvals from, 109-110
commissions, 238—239
functions of, 62, 102—103
Brokerage statements, examples of,
105-106, 219-220, 223
Brokers:
account approvals, 107, 241-242
commission, 67
full-service, 13
functions of, 7, 24, 95, 160-161, 176, 240
margin requirements, 104, 165
market makers trades and, 179-180
popular, listing of, 242
selection factors, 242
traditional, 235
types of, 236239
Bullish attitude, 33, 124, 129, 211
Bullish environment, 126
Bullish position, 4, 58-59, 128—-129
Bullish trades, 97, 143—-144,152
Bull put option credit spread:
case illustrations, 126—129, 138—139, 146,
150-151, 155, 159
mechanics of trade, 124—126
Buyer’s rights, 4-5
Buying options:
compared with selling, 61-62
for half price, see Buying options for half
price strategy
purpose of, 4
real estate analogy, 84
strike price selection, 83-84
Buying options for half price strategy:
benefits of, 88, 89, 91
call options, 75
deep-in-the-money (DITM) call options,
75-83, 86
drawbacks to, 90-91
expiration, as influential factor, 89

limitations of, 91
out-of-the-money (OTM), 6
overview of, 71-75
probabilities, 84—-86
risk management, 90
strike price selection, 83—-84
whole market, 86—88
Buy low, sell high strategy, 3
Buy orders, 95, 244
Buy-write, 186

Calculators:
option, 16, 18, 20, 31, 39, 52, 59-60,
78-80, 224, 231
options pricing, 16, 18-19, 21
probability, 10-11, 52-55, 64, 66, 7273,
85, 161, 162, 170, 222
volatility, 30-31
Call options:
at-the-money, 13, 206-207
buyer’s rights, 4-5
buying, 75
characteristics of, 3—4
covered, see Covered calls
deep-in-the-money (DITM), 75-78
delta, 20
delta factor example, 50-56
exercising, 89
expiration month, 49
in-the-money, 13
LEAPS, 49
long position, 180-181
out-of-the-money, 13
“pin risk,” 180
profit/loss chart, 81-82
selection factors, 180, 192
seller’s obligations, 5—6
short OTM low-probability, 187
strike price, 48—49
Call ratio option spread, 206, 213
Capital gains tax, 192
Capital outlay, 4
Capital risk, 88
ccgdirect.com, 242
Certificates of deposit(s), 88—89
Charting, information resources, 231
Charts, see specific types types of options
flagpole pattern, 128
profit/loss, 9—12



skew, 41
Time Decay Curve, 60-61
volatility, 28, 30-32, 35-36
volatility skew, 41-43
Cheap options, 7, 2022, 51, 63, 72, 74
Chicago Board of Trade (CBOT), 230, 241
Chicago Mercantile Exchange (CME), 230,
240-241
Chrysler, 115, 118
Citibank, 176
Citigroup, 111-113, 115, 118
Clearing/processing fee, 238
Close-to-expiration:
far out-of-the-money (OTM) options,
6,12, 161
short-term investors, 49-50
time decay and, 123
Closing trades, 90, 119, 159-160, 171, 213.
See also Stop-loss/stop-out point
Cocoa:
futures, 156—157
information resources, 230
ITM put option debit spread, 132-133, 157
market, 146, 238, 240
OTM bear call option credit spread,
133-135
OTM bull put option credit spread, 147
Coftee:
information resources, 230
market, 238, 240
option spreads, 138—139, 144-145, 163,
167-168
Commission fee, defined, 238
Commissions:
commodities brokers, 238
types of, 111, 210, 224, 236-238, 242
Commodities:
brokers, 239
option credit spreads, 126—-171
options, see Commodity options; specific
types of commodities
selection factors, 122—-123
volatility chart, 32
Commodity options, 4-5, 128. See also
specific commodities
Conservative trades. See Covered call sales
Contingency plans, 141
Conversion position, 180
Corn, 238
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Correlations, stock price with strike price,
19-20
Cost basis:
buying stock for half price strategy, 85,
90, 102
covered calls, 187, 190, 192—-195, 199,
202-203
defined, 7
selling options, 59
stock vs. options, 47, 49
Cotton:
information resources, 230
market, 240
OTM bear call option credit spread,
140-141
OTM bull put option credit spread,
126-129, 143
Covered calls:
benefits of, 103, 244
selling, see Covered calls sales
Covered calls sales:
assignment, 190-192, 194, 198,
201, 203, 244
benefits of, 185, 187, 191, 199, 245
case illustration, 195—199
gain on stock, 190
giving up stock, 188-189, 191
importance of, 185-187
mechanics of, 187—190
OTM, benefits of, 245
price appreciation and, 190, 192, 197
risk management, 202
strike price vs. cost basis, 192—-195
taxation, 202
writing, 186
Credit spreads:
benefits of, 121-122, 172, 244
case illustrations, 124—159
coftee options, 138—139, 144—145, 163,
167-168
cotton options, 126—128, 140-143
crude oil options, 163, 164-166
directional assessment, 121125, 128, 163
expiration period, 172
feeder cattle, 148—149
gold options, 154-155, 163, 169-171
live cattle, 152153
mechanics of trades, 123—126,
128-129, 134
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Credit spreads (Continued)
orange juice options, 135-137, 158-159,
160-162, 169-171
OTM options, 122-124, 134-135, 172
return on margin (ROM), 128, 140-159
risk management, 159-162
selling, 121-122, 135, 155
silver, 150-151, 154
stock options market, 172
sugar futures, 124-126
2007/2008 updates, 162
types of, 124
volatility and, 161
Crop reports, impact of, 29
Crude oil:
futures contracts, 100—-101, 180
naked put options, 100-101
option credit spread, 163, 164-166
options, generally, 22-23
ratio option spreads, 206

Data service providers, 230
Days to expiration, significance of, 16, 19,
34, 54
Debit spread, 124, 132-133
Decision-making factors. See Investment
decisions
Declining markets, 92
Deep-in-the-money (DITM) options:
benefits of, 75, 88
buying stock for for half price, 75-82, 86-92
characteristics of, 7-8, 11, 20, 244-245
delta factor, 20, 56, 80—81
favorite stocks, 119
selling, 63
stock vs. options, 49, 56
Dell, 195, 197-203
Delta:
factor, 50-56, 244
implications of, 19-24, 50-56, 74, 77-78,
80, 83, 8788, 133, 179
high, 21, 87-88, 91, 244
risk, 178
Delta Force Trader (DEFT), 165—168
Delta-neutral traders, 22
Derivatives:
characteristics of, 67
defined, 4
Direct access brokers, 237-238

Direct Access trading, 237
Directional assessment:

option credit spreads, 121-125, 128,

134-137, 146, 163

option selling and, 58-59, 62—-63, 66

selling naked put options, 107
Directional call, 61, 137, 243
Directional risk, 2224, 174, 179
Disney (DIS), 111, 113-115
Dividends, 16—18, 34, 90-91, 195
Dow Jones Industrial Average, 218, 220-224
Dow Jones Industrials stocks, 115
Downtrends, 132—133, 140—-141, 148
Drawdowns, 218

Earnings announcements, market impact, 43—44
Earnings reports, 29
Economic market:

in 2007/2008, 162, 192-193

in 2008/2009, 111-115
888options.com, 231
Electronic markets, 154—155, 238, 240-241
E-mini Nasdaq futures, 241
E-mini S&P 500 options, 222, 241
Entry strategy. See Buy orders; Strike price,

selection of

eSignal.com, 209, 229-230
E*Trade.com, 231, 236
“Ever touching highest target” strategy, 65—66
Exchange fee, 229, 238
Exchange-traded funds (ETFs), 86
Exercising options:

call options, 4

guidelines for, 89, 180

options example, 8

put options, 5
Exit strategy, 90. See Closing trades
Expiration date:

on a Friday, 181

perceptions of, 91

rolling, 89, 113

selection factors, 123

significance of, 4, 7, 89
Expiration day, 4
Expiration period, 172
Extrinsic value, 16—17, 106

Fair market value, 23-24
Fair value sheets, 22, 24



Favorite stock, option buying strategies,
93-120
Federal Reserve meetings, impact of, 29
Feeder cattle, 144—145, 148—-149
Fees, types of:
broker, see Commissions
commodities option trades, 238-239
for data vendors, 229-230, 237
stock options brokers, 236
Fidelity.com, 231
50-day moving average, 28, 95, 218
Financial magazines, contact
information, 233
Financial stocks, 113, 115, 118
“Finishing above highest target,” 73-74
Flagpole pattern, 128
Flat volatility skew, 39, 45
Floor brokerage fee, 238-239
Food and Drug Administration (FDA), 29
Ford, 115, 118
Forward implied volatility skew, 207
Forward volatility skew, 41-42, 45, 205, 209
Front-month at-the-money (ATM)
options, 30
Fundamental analysis, 92, 94, 211-212
Futures contract:
characteristics of, generally, 100-101,
180-181, 219
information resources, 230
long, 4
market makers and, 180—181
pricing, 22-23
ratio options spreads, 219
short, 5
Futures market, 138—139
Futures options, 230
futuresource.com, 231

Gain potential, 5, 49
Gamblers/gambling, 74, 102. See also
Speculators; Speculation
Gamma, 19, 50, 179
General Motors, 115, 118
Geopolitical events, market impact, 220
Going long, 5, 128
Gold:
futures, 238
option credit spreads, 154-155, 163,
169-171
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Goldman Sachs, 115, 118, 176
Google (GOOG), 3740
Greed, 66
Greeks:
applications, generally, 19, 49-50, 58, 179
delta, 19-24, 50-56, 74, 77-78, 80, 83,
87-88, 133, 179
gamma, 19, 50, 179
rho, 19, 50
theta, 19, 50, 58, 179
vega, 19, 50, 179

Half-turn basis fees, 239
Hand signals, 24, 174-175
Hedging, applications of:
covered calls, 186, 203
option credit spreads, 121
ratio option spreads, 218-219, 221, 224
Historical analysis, 211-212
Historical volatility (HV), 16, 28, 231
Hogs, 238
Holding positions:
covered calls, 193—194, 197-198
favorite stocks, 118—119
impact of, 65-66, 87, 90-91
put-sell options, 118
stock vs. option investments, 49
Home business, 120
Hot tips, 62, 123

IBM, 19, 29-31, 59-61, 196, 198-203
ICE Futures Exchange (theice.com), 230,
240-241
Implied volatility (IV):
favorite stocks, 104—105
impact of, 28-29, 37-38, 40, 43—44, 62
information resources, 231
option pricing, 16
ratio options spreads, 206, 213,
216-217, 224
Income-producing strategies, 186, 244.
See Naked put selling; Put-selling
opportunities
Index funds, 86
Information resources:
Instant Money Trader (IMT), 115118
magazines, 233
newsletters, 165—171
options exchanges, 232, 236
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Information resources (Continued)
optionsExpress, 53, 96
price quotes, 45, 209
web sites, 18, 29-30, 35, 79, 95, 105-106,
179, 218, 229-233, 238, 242, 245
Instant Money Trader IMT), 115-118
Intel (INTC), 7-10, 13, 17-18, 48,
105-110, 115, 187-190, 192-195
Interactivebrokers.com, 105, 218, 231,
237-238, 242
Interest-bearing investments, 92
Interest rates, 16—18, 34
Internal Revenue Service (IRS), 192
International Securities Exchange (ISE),
33-36, 110-111, 235-236
Internet boom, 195
In-the-money (ITM) option:
call options, 13
characteristics of, 13—14, 16—17, 20, 48,
54, 58
deep, see Deep-in-the-money (DITM)
options
put option debit spread, 132-133, 156, 157
put options, 13
time decay, 61-62
Intrinsic value, 15-16, 20, 58, 61
Investment decisions, influential factors, 33,
123, 159-160, 218
Investment horizon, 49
Investment strategies. See Buying options for
half price; Covered calls; Credit spreads;
Market makers; Naked put selling;
Ratio option spreads
Investor mind-set, 159, 177-179
IQFeed, 231
Iron butterfly, 94
Ivolatility.com, 29-30, 35, 79, 231

LEAPS options, 49, 91, 244

Lehman Brothers, 115, 118

Leverage, sources of, 4, 8, 21, 43, 48,
77-78, 208

Limit-buy order, 95, 244

Limit price, 101

Liquidation, 151, 213

Live cattle, 152—-153

Locked-in profit, 172, 191, 198

Long call strategy, 9-10, 72, 94, 180-181

Long futures, 24

Long options, 91, 179-180. See also LEAPS
options

Long position, 4

Long put strategy, 11-12

Long stock position, 91, 118, 185, 187,
198-199, 202

Look-back period, 28, 30

Lopsided positions, 179-181

Losing trades, 90, 159

Loss potential, 5, 49, 101, 159-162, 171, 172

Low delta, 21

Low-probability options, 224

Low-probability trades, 6-7, 65-66, 122, 161

Low volatility, 32

Madoff, Bernie, 111
Margin money. See Margin requirements
Margin requirements, 103-104, 165, 167
Market conditions, changes in, 25
Market maker(s):
characteristics of, 28, 35, 101, 153, 173-175
delta, 22-25
downtime for, 181-183
exercising options, 180-181
“one-way” position, 179—-180
“pin risk,” 179-181
ratio option spreads, 208, 225
survival strategies, 175-177
trader’s mind-set, 177—-179
volatility and, 43—44
Market predictions. See Directional
assessment
Market price, 18, 80
medved.net, 231
Merrill Lynch, 176
Metals, 154, 177, 236. See also Gold; Silver
MFGlobal.com, 239, 242
Microsoft (MSFT), 17, 20-21, 48-56,
72-84, 89, 95-99, 101-104, 116-117
Mini Dow (YM) options, 218-220, 223
Mini S&P options, 218
Money market funds, 92
Morgan Stanley, 115, 118
Moving average, 28, 95, 148—-149, 154, 218
Multipliers, applications of, 7, 72, 89, 113,
129, 139, 142, 161
Mutual funds, 86



Naked call options, selling, 242
Naked options:
calls, selling, 242
characteristics of, 225
puts, see Naked put selling
short, 211
Naked put selling:
approval for, 103—104, 109-110
assigned contract, 98-99, 103, 109, 111,
115, 118-119
benefits of, 244
characteristics/components of, 93—94,
97-98, 108
case illustrations, 100—101, 107-110
defined, 94
exercising options, 98-99
expiration date, significance of, 99
margin requirements, 103-104
mechanics of trade, 94-97
premium, 97, 102
requirements of, 102-104
risk considerations, 97-98, 103, 110
strike price, 98-99, 101-102
NASDAQ, 218
National Futures Association (NFA) fee, 239
Natural gas, 32-33
Net asset value (NAV), 86—87
New York Board of Trade (NYBOT), 167,
230, 240
New York Commodity Exchange
(COMEX), 230, 240
New York Mercantile Exchange
(NYMEX), 100-101, 179181, 195,
230, 240-241
Non-directional trades, 174
Non-intrinsic value, 61

Odds for success, 85. See also Probability

Off-floor retail traders, 27, 177

Offsetting trades, 22, 67, 129, 149, 154-155,
162, 163, 174, 180, 198—-199, 215, 218

Oil, 234. See also Crude oil

“One-way” position, 179

Option-buying strategies, buying for half
price, 71-92

Option chains:

buying stock for half price, 7678, 80,

83, 87
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characteristics of, 7-8
covered calls, 188—189, 194
favorite stocks, 96
ratio option spreads, 207-209, 214-215
stock vs. options, 50-52
volatility, 33—-34, 37-38, 40
Option credit spreads. See Credit spreads
Option pricing:
model, 50
sheets, 23
Option selection, 51, 56
Option selling. See Credit spreads; Selling
options
Options exchanges, web sites, 232, 236
Options Industrial Council (OIC), 231-232
Options Investigator, 232
Option spread:
credit, see Credit spreads
defined, 36
multi-legged, 240
optionsXpress, 7, 96, 236237, 242
Orange juice:
futures, 238, 240
information resources, 230
option credit spreads, 135137, 158-159,
161-162, 169-171
Organization of Petroleum Exporting
Countries (OPEC), 29
Out-of-the-money (OTM) options:
bear call option spread, 133, 135,
140-141, 148
benefits of, 243
bull put option credit spread, 125-129,
145, 147, 155
call options, 72, 74, 78, 90, 188-189,
203, 207-208
characteristics of, 6, 13—14, 16—17, 20-21,
40, 48, 51, 58-60, 62—63, 66—67
far, 6, 12, 63, 161
low-probability, 224
put options, 100-101, 113-120,
218-219, 222223, 245
ratio option spreads, 213, 218, 222
selling option credit spreads, 172, 244
Opverpriced options, 44, 62

Palladium, 176

Panic, economic impact of, 137
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Payoft, influential factors, 6, 72
Percentage stop, 90
Pin risk, 179-180
Pit trading, see Market maker(s)
characteristics of, 175177, 181-182
downtime antics, 181-183
hierarchy, 176
volume in, 240
Pit-traded contracts, electronic markets
compared with, 155
Platinum, 177
Pork bellies, 238
Portfolio diversification, 115
Premium:
anatomy of, 18—-19
decay of, 19
defined, 97
implications of, 4, 7, 58-59, 72, 78, 84,
93,97, 102
income, 66, 97, 100-102, 104-105,
108-109, 111, 118-119, 125-126,
186-187, 196, 203, 220
Price appreciation, implications of, 74-75,
189-190, 192, 197, 210-211
Price quotes:
information resources, 231
real-time, 230
significance of, 22, 25, 151, 178,
209-210
Pricing, see Black-Scholes options pricing
model
extrinsic value, 16
Greeks, applications of, 19
influential factors, 34, 36, 206
intrinsic value, 15
premium, 15
Probability, 67, 1011, 14, 21, 72, 91-92
Professional traders, characteristics of, 19
Profit/loss (P/L):
buying stock for half price, 80-83
call options, 9
covered calls sales, 195
market makers’ and, 179
ratio option spreads, 211, 216217, 219
significance of, 9-12
Profitability, 4-6, 13, 49, 57, 172, 217
Profit potential, 10. See also Probability
Profit-taking, 66, 198, 202
Pullbacks, 127

Put option ratio spread, 218
Put options:
at-the-money, 13, 218
buyer’s rights, 5
characteristics of, 3—4
delta factor, 50
in-the-money, 13
out-of-the-money, 13
“pin risk,” 180
ratio spread, see Put option ratio spread;
Put ratio spreads, selling
short, 100, 105, 180
seller’s obligations, 5—6
strike price, 48
Put ratio spreads, selling, 206
Put-sell strategy:
benefits of, 104, 244
case illustration, 107-110
characteristics of, 104106, 110-111,
119-120
market influences, 111-114
risk management, 118—-119

Quotes. See Price quotes
Quotetracker, 231

Ratio option spreads:
benefits of, 244
characteristics of, 205-206
defined, 205
mechanics of trade, 209-213
mini Dow options, 218-222
naked options, 225
risk management, 217-218, 224-225
skew discrepancy, 212-213, 216, 222
smiling skew, 206-207
stock indexes, 218-223
strike price guidelines, 225
soybeans, 207-218
volatility and, 216, 218
Relative strength indicator (RSI), 107, 124,
146, 152, 188, 196-197, 212, 221
Research, importance of, 123, 242
Retail investors, 240
Retirement accounts, 94, 110
Return on investment (ROI), 80, 88
Return on margin (ROM), 128, 140-159
Reversal position, 180
Reverse skew, 218, 223



Reverse volatility skew, 38-39, 41, 43, 45, 206
Rho, 19, 50
Risk exposure, 50
Riskless trades, 180
Risk management strategies:
buying stock for half price, 77, 90
covered calls, 202
credit spreads, 159-162
favorite stocks, 101
put-sell strategy, 101, 118-119
ratio option spreads, 217-218, 224-225
significance of, 3, 10, 51, 244
Risk/reward profile, 159-160, 206
Risk/reward ratio, 161
Risk tolerance, 90, 217
Round-turn basis fees, 239

S&P 500, 115
S&P 500 index fund, 86
Scanners, stock and option, 232-233
Scholes, Myron, 16
Schwab.com, 231, 236, 242
Scottrade.com, 231
Self-employment, 120, 175
Seller’s obligations, 45
Sell high, buy low strategy, 3
Selling options:
benefits of, 3, 57-58, 63, 66
directional assessment, 58—59, 62—63, 66
income-producing strategy, 93—-120
losing trades, 90, 159—-160
prerequisite, 66—67
probabilities, 63—66
profitable scenarios, 63—64
risk and, 62
time decay, 58, 60—63, 66
Sell-offs, 42
Short options:
call options, 190, 213
characteristics of, 179-180, 219-220
OTM, 122
put options, 100, 105, 180
strike, 138—139, 143, 148149
Short position, 5
Short strike, 138—139, 143, 148149, 151,
160, 210
Silver, 150-151, 154, 238
Skew, 36—43, 62. See also Reverse volatility
skew; Volatility, skew
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Smartprofitsreport.com, 106—-110
Smiling volatility skew, 41, 45, 206—-207
Software programs:
applications of, 25, 231
Options Investigator, 232
SPAN, 165-166
Soybeans, 42, 207-218, 222, 238
SPAN software, 165—166
Speculation, 6, 22, 43, 49, 71, 74, 121,
208, 224
Speculative trades, case illustration, 135-137
Speculators, 102
sperside.com, 239, 242
Spiders. See SPY
Spreads, defined, 38. See also Credit spreads
Spreadsheet applications:
covered call options, 191, 199
ratio option spreads, 211, 213, 217, 224
SPY, 86—88
Standard & Poor’s (S&P), 218
Stock exchanges, 230
Stock implosions, 111, 192
Stock indexes, 218223
Stock market crash, of 1989, 218
Stock options:
account, approval levels, 241-242
benefits of, 84
brokers, 236237
exchanges, 230
market, 163, 172
Stockpicking, 92, 95, 120, 122-123
Stock price:
appreciation of, 190-191, 197
decline in, impact of, 202
movement of, 19-20
put options and, see Naked put selling
relationship with strike price, 12—14,
19-20, 47-50, 56
Stock screening, 95
Stock trading, compared with options
trading:
deep-in-the-money (DITM) strategy,
75-92
delta factor, 50-56
favorite stocks, 93—120
one-dimensional, 47
prices, 47-50, 56, 61
Stop-loss/stop-out point, 90, 119, 160, 202,
217-218, 224
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Strike price:
buying options, 80
cost basis compared with, 192-195
defined, 4
influential factors, 33, 47—48
relationship with stock price, 12-14,
48-50, 56, 61
selection factors, 47—48, 91, 94-95,
101-102, 123, 196, 212
significance of, 7, 10, 19, 33, 72
Sugar:
futures, 124—126, 238
information resources, 230, 240
Supply and demand, 208

Taxation, 192
TDAmeritrade.com, 231
Technical analysis, 92, 94-95, 107, 125,
129, 211-212
Terrorist attacks, market impact of, 220
Theta, 19, 50, 58, 179
thinkorswim.com, 238, 242
Time decay, see specific types of trades
battle strategies, 61-63
impact of, 58, 60-61, 66, 123, 126, 128,
130, 134, 144-147, 172, 187, 211, 219
Time Decay Curve, 60-61
Time stop, 90
Time to expiration/expiry, 25, 34, 60-61
Tools of the trade. See Information resources
Traders:
day-to-day operations, 179
delta-neutral, 22
downtime antics, 181-183
mind-set, 177—-179
off-floor retail, 27
professional, 19
retail, 240
tradestation.com, 238
Trading accounts:
cash credits, 123—124
deposits to, 107, 109
income, see Premium income
naked put selling approvals, 109-110
online, 95-96
trading from, 86, 103
types of, 66, 241-242
Trading methodology, 66
Trading sheets, 22-24

Treasury bills (T-bills), 88-89, 92, 166
Triple Zone Profit Trader, 169—171

Uncertainty, 43—44

Underlying security, 4-6, 12-13, 15, 19, 25,
58, 100, 123

Unemployment reports, impact of, 29

Unwinding trades, 90, 160, 180. See also
Closing trades

Up-front costs, 51, 72, 76, 87-89, 91

Uptrends, 124, 127, 150

Valuation:
extrinsic value, 16—17, 106
fair market value, 23-24
intrinsic value, 15-16, 20, 58, 61
non-intrinsic, 61
significance of, 4, 6

Vega, 19, 50, 179

Volatility, see specific types of strategies
beneficial applications, 29-32
calculator, 30-31
charts, 28, 30-32, 35-36
defined, 44
earnings announcements, 43—44
edge, 38
high, 29, 32, 38
historical, 28, 231
impact of, 10, 16, 18-19, 25, 27-29, 44,

137, 161

implied, see Implied volatility
implosion, 44
influential factors, 29, 33, 111
low, 29, 32
reverse skew, 3839, 41, 43, 45, 206
skew, 37—-45, 207-208, 216
smiling skew, 41, 45, 206-207
stock comparisons, 32-36, 44
time decay and, 58
types of, 28-29

Voting rights, 90

‘Wealth creation, 92

‘Weather, economic influences of, 29,
136, 207

‘What-if scenarios, 19, 224, 231

‘Worthless options, at expiration, 59, 65-67,
89, 100, 113, 119, 172, 194, 196, 203,
210, 220, 224, 239, 243






