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Background

:President of One Shot — One Kill
Trading, LLC

Author of “One Shot — One Kill
Trading” (McGraw-Hill, 2004)

Chief Investment Strategist
NetBlack Capital, LLC
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Questions for the class

¢ How many people currently trade
options on stocks?

¢ How many people currently trade
options on futures?
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Class objective:

¢ Provide an introduction to the
concepts and strategies of
options trading.

¢ Understand the components and
nomenclature that makeup of
options futures
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Outline of Presentation

¢ Basic Option Components
¢ Background of the Greeks
¢ Using Options Software TWS

¢ Mindset When Placing an Options
Trade

¢ Review of Major Market Options
Prices and Possible Strategies
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Options Trading: The Concept

¢ The process of defining the risk
metrics behind one’s exposure to the
market.

¢ Performed through the purchase or
sale of a call, put, or combination
thereof, using the same or different
strike prices and dates
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Options Trading: The Benefits

¢ Compartmentalization of risk

¢ Ability to withstand/potential to profit
from larger than anticipated
variances

¢ Maintain dynamic trading nature
Irrespective of underlying movement
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Basic Option Components

¢ Calls

& Puts

& Strike Price

¢ Implied Volatility
¢ Expiration Month
¢ Intrinsic Value

¢ Tick Value

Januar, Vo7, 2009 VWWAWWOSOKITIRADINGICOM



Basic Option Components

¢ Calls

— Glves the buyer the right, but not the
obligation to purchase on or by a certain
date at a specified price

—LLong a call Is a bullish poesition
—Short a call Is a bearish position

—lLong a 110 February Yen Glohex Call
gives me the rght to purchase Yen
Futures at 110 on or before Feb 6
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Basic Option Components

¢ Puts

— Glves the buyer the right, but not the
obligation, to sell the underlying by a
certain date at a specified price

—|Long a put Is a bearish position
— Short a put 1s' a bullish poesition

—LLong a 108 Feb Glohex Put gives me the
right to sell Yen Futures at 108 a on or
before Feb 6
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Basic Option Components

¢ Strike Price

— The price at which one may purchase or
sell the underlying vehicle

—On calls, the lower the strike the more
valuable the option

—On puts, the higher the strike, the more
valuable the option

— Looking to buy 10 of the Sep 91 Swiss
Franc Calls
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Basic Option Components

o Implied Volatility- (1\V)
— Perception of the future standard deviation of
the underlying

— The higher the implied vol, the greater the risk
premium

— The lower the implied vol, the lower the risk
premium

— Higher volatility Is assoclated w/ greater risk
— Implied Vol on Gold'is around 37

— Implied Vol changes depending en moenth and
strike
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Basic Option Components

¢ Expiration Month
— Days Until Expiration (DTE)

—Plays upon the time component of an
options value (Theta)

— Owning Felb 900 Gold Puts gives me the
option to sell at 900 on or before
January 27, 2009
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Basic Option Components

¢ Intrinsic Value

— The value of the option If It expired
Immediately

— Canadian Dollar 82 Calls with 6C trading
at 8224 has 24 ticks of intrinsic value

— In-The-Money (I'T\M)
— At-The-Money (ATM)
— Out-of-The-Money: (OTM)
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Basic Option Components

¢ Tick Value of the option matches the
tick value of the underlying

¢ Euro FX options have tick value of
$12.50

¢ Euro FX moves from 139.50 to
139. 70 equals 20 tick mowve or $250

¢ Euro FX Jan 139.00 call moves from
O5 to 105, a 10 tick move, or $125
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Background of the Greeks

¢ Delta

¢ Gamma
¢ Theta

» \Vega
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Background of the Greeks

¢ Delta

— The ratio comparing the change In the
price of the underlying asset to the
corresponding change In the price of the
option

— For example, a calllwith a delta of .55

would see the option rise 55 cents for
every dollar the future rose
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Background on the Greeks

¢ Vega - Measures impact of a Change
In Volatility
— The amount the option price changes W/
a 1%6 change In volatility

—Can Increase or decrease w/o a chamnge
N the underlying price

—\Vega of -81..90 means call will lese 8
ticks for every 1% drop in implied
volatility,
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Background of the Greeks

¢ Theta

— Theta measures the rate of decline of time-
premium resulting from the passage of time.

— Option premium that IS not Intrinsic value will
decline at an Increasing rate as expiration
nears.

— Calls on USA (30 Year Bonds) decline at theta
rates of T+6 at .20 cents, T+14 at .45 cents,
and T+20 (expiration) at .75 cents
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Background of the Greeks

¢ Theta

Option Price as Time Passes

30 Days
|
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Theta
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Background of the Greeks

¢ Gamma

— The rate of change for delta with respect to the
underlying asset’s price. (usually 19%o)

— Gamma shows how Vvolatile an option IS
relative to movements in the underlying asset.

Watching your gamma will let you knoew how
large your delta (position risk) changes.

— FIrst derivative of the delta, used when trying
to gauge price of option relative to the amount
It 1S/ 1N or out of money

— Options deep in or out of mMoney experience
nominallgamma change, at-the-money. see
greatest
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Gamma Graph
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One Shot — One Kill Trading Products & Services
WWW.0S0oKtrading.com
InNfo@osoktrading.com

¢ Trading Conference Schedule

—New York Traders Expo (Feb. 21-
23)

¢ One Shot — One Kill Trading Book
¢ Options Trading Webinar
¢ Sniperscope — Live Trading Room

¢ Live Hedge Fund Trade Along
—March 4-6, (8 AMI— 5 PM)

Januany 7, 2009 WWMWIOSOKIIRADINGICOM
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Trading Conference Schedule

New York Traders Expo: Feb. 21-23

¢CME Group Panel (Ask the FOREX
Experts)

sPanel on “Going Pro: Using Your
Trading Success to Start Your Own
Hedge Fund

sllive Hedge Fund Trading Tactics
UnplUugged

Januany 7, 2009 WWMWIOSOKIIRADINGICOM



SniperScope Live Trading Room

¢ SniperScope — Live Trading Room

—Real Time Positions, Working
Orders, Profit and Loss
Statements, Trade Confirms

—Charts, Analysis, Trader
Commentary, News

—($395 a month)

— Free one-day pass on Thursday,
Jan 15— Inic@esekirading-com

Januar, Vo7, 2009 VWWAWWOSOKITIRADINGICOM
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Webinar

¢ Options Strategies for a Volatile Market

— Dynamic strategies for 2009 (spreads,
position management, market outlook,
volatility compression/expansion etc.)

— Equities, Fixed Income, Energies,
Currencies, Metals

— Saturday, January 24, 10 am ET — 1. PM ET

— sign up of $79I1f you sign up by January 12,
otherwise $99

— Info@osokKtrading.com

Januany 7, 2009 WWMWIOSOKIIRADINGICOM



Trading Workshops

¢ Live Hedge Fund Trade Along -
— Wed. Mar 4 — Fri. Mar 6 (8 AM — 5 PM)

— Full multi-monitor computer setup, high
speed Iinternet, data, trading access

— Hosted at NetBlack Capital’s office In
Manhattan

— Cost — Normally $4,500 reduced to $2,500
(sign up by Jan 12 only $1.,950)

— Limited to six people
— 650-589-3450 for more info

Januany 7, 2009 WWMWIOSOKIIRADINGICOM



Current Options Prices and Market
Views

Januany 7, 2009 WAWMWOSOKTRADINGICE



Preview of Part Il

Options Strategies

¢ Synthetic Calls/Puts

¢ Straddles

¢ Strangles

¢ Calendar Spreads

¢ Collars

¢ Call Spreads and Rut Spreads

Januar, Vo7, 2009 VWWAWWOSOKITIRADINGICOM



Review of Presentation

¢ Basic Option Components

¢ Background of the Greeks

¢ Using Options Software

¢ Placing an Options Trade

¢ Key Options Rrices In Market

Januar, Vo7, 2009 VWWAWWOSOKITIRADINGICOM
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