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Disclosures

Options involve risk and are not suitable for all investors. For information on the uses and risks of options, you can obtain a copy of the Options Clearing 
Corporation risk disclosure document titled Characteristics and Risks of Standardized Options by calling (312) 542-6901.

Futures are not suitable for all investors. The amount you may lose may be greater than your initial investment. Before trading futures, please read the 
CFTC Risk Disclosure. For a copy visit interactivebrokers.com. 

Security futures involve a high degree of risk and are not suitable for all investors. The amount you may lose may be greater than your initial investment. 
Before trading security futures, please read the Security Futures Risk Disclosure Statement. For a copy visit Interactivebrokers.com. 

There is a substantial risk of loss in foreign exchange trading. The settlement date of foreign exchange trades can vary due to time zone differences and 
bank holidays. When trading across foreign exchange markets, this may necessitate borrowing funds to settle foreign exchange trades. The interest rate 
on borrowed funds must be considered when computing the cost of trades across multiple markets.

The Order types available through Interactive Brokers LLC’s Trader Workstation are designed to help you limit your loss and/or lock in a profit. Market 
conditions and other factors may affect execution.  In general, orders guarantee a fill or guarantee a price, but not both. In extreme market conditions, 
an order may either be executed at a different price than anticipated or may not be filled in the marketplace.

There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results. 

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.

IRS Circular 230 Notice: These statements are provided for information purposes only, are not intended to constitute tax advice which may be relied 
upon to avoid penalties under any federal, state, local or other tax statutes or regulations, and do not resolve any tax issues in your favor.

Interactive Brokers LLC is a member of NYSE FINRA SIPC



Options Analytics
● Probabilities

● Estimated Value vs Price

● Risk vs Reward Analysis



Financial Modeling

Exact Odds
Coin Flip

Estimated Odds
Team A vs Team B

vs



Who will win Team A or B
Data

Team A record  12-0

Team B record  6-6

The data suggest Team A has a better chance of winning



Real Estate Developer Wants to Build Condos
Analysis of Local Area vs The Rest of the Country (Handicap Your Odds)

● Are incomes growing? 

● Is population growing? 

● Other metrics, real estate appreciation, supply homes etc...



Examples for Stock Analysis
Relative Strength

Seasonality

Order Flow

Fundamentals

Etc..

These do not help us with statistical odds but can be used to help handicap a 
potential outlook



Logical Conclusions
If x is happening, I think y is the most likely thing to happen next.

Check News, Events, financial indicators etc..



Real Estate Expected Value
Historical Prices                                

215,000                                             

200,000                                             

225,000

195,000

220,000

210,000

Current Price: $200,000

Average Sold: $210,000

Edge:              $10,000 (or 5%)

Win Rate:        66%



What is the Expected Value of This Option?
Stock $100

Strike $110

14 days to go

Current Market Price is $1.00



How to Estimate the Expected Value
Option Description
Stock: $100
Strike: $110
14 Days to Expiration
Current Price: $1.00

4 Years of Historical Data (14 Day Holding Period)

Observation Price Change (%) Price at Expiration Option Value

1 +5% 105 $0

2 +15% 115 $5

3 -5% 95 $0

...

Stock finishes < +10% =  70%                           (Option will be worthless)

Stock finished > +10% =  30%                           (Option avg value of $5)

Estimated Value of the option  = $1.50              (70% X 0 + 30% X $5) 



Payout Diagram
Options returns are not linear like a stock. Options, especially spread or 
combinations have different profits and losses depending on the stock outcome.

Example of a Vertical Spread 

Stock goes up you make 38.%

Stock stays same you make 38%

Stock goes down 0.5% you make 38%





Payout Diagram




