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Introduction to Options

Part Two — Greek Risk Measurements
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Disclosure of Risks

Options involve risk and are not suitable for all investors. For more information, read the
“Characteristics and Risks of Standardized Options” before investing in options. For a copy call
203- 618-5800 or click here.

Interactive Brokers LLC is a member of NYSE, FINRA, SIPC

In order to simplify the computations, commissions, fees, margin interest and taxes have not been
included in the examples used in these materials. These costs will impact the outcome of all stock
and options transactions and must be considered prior to entering into any transactions. Investors
should consult their tax advisor about any potential tax consequences.

Any strategies discussed, including examples using actual securities and price data, are strictly for
illustrative and educational purposes only and are not to be construed as an endorsement,
recommendation or solicitation to buy or sell securities. Past performance is not a guarantee of
future results.

Most strategies involving futures and/or options spreads require a margin account.

Multiple leg strategies involve multiple commissions charges.
Supporting documentation for any claims and statistical information will be provided upon request.
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Options Pricing

4 Input Variables
1 Greek Risk Measurements
d Combining Options

= |B Options Calculator
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Delta - Call Option

60 Days to expiration

Expiration
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Risk Measures - Delta

Delta - Put Option
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Strike (exercise) Price Strike (exercize) Price

Interest Rate (in %) |4 Interest Rate (in %) |4

Volatility (in %) |2'3l Valatility (in %) |2l]

Days to expiration |QI] Days to expiration |QI]

717307 \
059285 /

Average Delta = Option Price Change
(0.5355) (0.5361)
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Risk Measures - Delta

_— 3 - X

Options Calculator Options Calculator

Underlying (spot) *rice EINNGNG Underlying (spot; Price [ETCIANGNG
strke (exercise) “rice RN Strike (exercise) Price FEXIVZEEEN
Interast Rate (in %) _ Interest Rate {in %) _
volatiity (in %) CEJEGCGCGCGG Volatiity (in %) [EJ

Days to expiration _ Days to expiration _
Dividend Yield (in %) _ Dividend Yield (in %) _

option Prce TR IRNENN Option Price
%0202 /) | heita (ETECTIN/A
SN0 16159 Gamma (i ey S
Theta Theta

Fiha Rho
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Risk Measures - Gamma

5amma
Second
Derivative

Delta or
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Strike (exercize) Pric Strike {exercize) Pric

Interest Rate (in %) |4 Interest Rate (in %) |4

Volatilty {in %) |20 Volatiity (in %) 20

Days to expiration |9I] Days to expiration |9I]

Calculate Calculate

Call Put

0.47829 052171 : 0.40714
0.11694 / 0.11694 : 0.1107

Old Delta | Average Gamma = New Delta
(0.47829) (0.11382) (50.59286)
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Risk Measures - Vega
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15% Volatility

10% Volatiity

Underlying Assat Price
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Days to Expiratio

Stock Price | 34.30

Strike Price |35

Interest Rate (In Y

Calculate

D.47756

Gamma |l].1 1793

| |l].12565 |

Q927

n.nsa.sa )

|i-0-00589
0.0679

N1 60136 ‘1 27392 166926 |
051102 ' f il . ' |

Average Vega

(0.06860)

Stock Price |3~1.3I]

Strike Prica |35

|nterest Rate (in

1%

BPays to Expirab

Calculate

I ____I.‘. -

aer| (A ts S

Opt PriceChange
(0.06865)
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Risk Measures - Theta

'\{ At Expiration Intrinsic Value

3 Months Extrinsic Value

L 6 Months Extrinsic Value

9 Month Extrinsic Value
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Y Risk Measures - Theta

34.30

Stock Price Stock Price |'3--1,3|]

Strika Prica |35 35

Strike Prica

Intersst Rate (in %) |‘1 Interest Rate (in %) |“1

Impliad Volatility (in % |mptiad Volatility {in %)

Erodes by 1 day

Calculate Calculate

‘1 20527 W1 50136 | ‘1 195095 Wi5054 |
- A . EAA0D : 4 o —— r '

R4 TR

-1l
[ 0.12565 8

In.ﬂusag ‘u.nusa I 0.00593
—

Theta ~ Option Price Change
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Risk Measures - Rho

Underlying Asset Price
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Risk Measures - Rho

- X

Options Calculator

Underlying (spot) Price
Sirike (exercise) Prins I
Interest R:te (in %) _-
Days to expiration _
Dividend *ield (in %) _
Calculate

Option Price
Gomma




Iteractlve Brokers

fessional’s Gateway to the World’s Markets

Risk Measures - Rho

- X -, - X

Options Calculator Options Calculator

Underlying (spot) Price Linderlying (spot) Price
Strike (exercise) Price Strike (exercise) Price
Interest Rr.e (in %) _- Interest Ra'e (in %) _-
Volatity (in %) CE G Volatity (in %) gL

Days to expiration _ Days to expiration _
Dividend Yiedd (in %) _ Dividend ield (in %) _
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Conclusion and Questions

 Session 3 — Option combinations and strategies
 Question time




