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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 visit copy your local Interactive Brokers Website.

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 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
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Why Monthly Options Expirations
are Land Mines for Investors
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*Tim Quast — founder of two
market structure analytics firms

* Market Structure EDGE — Only
quantitative Supply and
Demand data for traders

* My market education will
necessarily emphasize what |
know.




If you relied on pundits, you’d
conclude the stock market is
the infinite game and every day
is the same as the day before.

Photo 25964904 | Walking Highway © Joe Sohm | Dreamstime.com

Nope.
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ModernlIR

2024 IR Planning Calendar

Any stock, options or futures symbols displayed are for illustrative purposes only and are
not intended to portray recommendations, or an invitation or inducement to trade a
particular financial instrument or to engage in an investment activity. There is a substantial
risk of loss in trading futures and options.
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Calendar: https://marketstructureedge.com/wp-content/uploads/2023/09/MIR-Calendar-2024.pdf
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Data compiled by ModernIR.com and sourced from the options clearing corp and other outlets.
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VIX volatility instruments expire today
— Feb 14.

Feb 15-16, index and stock options.
LEAPS, with a market holiday Feb 19.

Money isn’t in an infinite game. It’s
hedging exposure, wagering,
leveraging.

Exchange holiday: markets closed

Options expirations: stocks, indexes, currencies, interest rates, treasuries

VIX (Volatility Index) options expirations

S&P quarterly rebalances: quarterly share updates to S&P 500, Mid-cap 400, Small-cap 600, Total Market

MSCI Barra Rebalances: announcement and effective date of quarterly changes to Morgan Stanley/Barra quantitative theme and strategy indexes
Russell Rebalances: annual reconstitution of Russell indexes; rankings May, estimates early June, final late June

Month-end portfolio balancing: poor time for good news/good time for bad news

LEAPS expirations: S&P futures for long term portfolio hedges

S&P 500 End of Month (EOM) options expire
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https://marketstructureedge.com/wp-content/uploads/2023/09/MIR-Calendar-2024.pdf

HOW THE STOCK MARKET WORKS

Stock Picking is 10% of Volume

Circa 2000: \Winning Stocks:

ACTIVE INVESTMENT (80%)

This is 2023: The ones the best
stock-pickers buy have a 1-10
chance of winning.

SPECULATIVE TRADING (10%)

recommendations, or an invitation or inducement

Source: 2000 data Investment Company Institute, ModernIR models.

The ones the best stock-pickers buy

And 18% — or more —is tied to

derivatives, generally ones resetting every
month.

ACTIVE INVESTMENT (10%)
(This Benjamin Graham)

S&P 500 VOLUME

FAST TRADING (50%)
Investment horizon of a day
or less - speculation on prices

Sources: 200D averages, Jan 2024 ModernIR models. PASS'VE INVESTMENT (22%)

Index Funds, ETFs, Quant Funds

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

OTHER (10%) particular financial instrument or to engage in an investment g derivatives, leverage
activity. There is a substantial risk of loss in trading futures
and options.

to trade a

-
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An investment in an OTC security is speculative and involves a high degree of risk. Many OTC Any stock, options or futures symbols displayed are for illustrative purposes only and are

securities are relatively illiquid, or "thinly traded," which tends to increase price volatility. llliquid no:t!ntv?nd?d to pcIthraty reconetndanons, oran |.nV|tai|on otr m?u;:en_ﬁnt to. trades tantial
A n n e X securities are often difficult for investors to buy or sell without dramatically affecting the quoted price. ﬁ:k 'gfu Iggsl?:?gzir:nsf:ltjgsg aﬂ; 3 i?fnigepg;n E';f\gin?:ge ?scrglt )lln dic’;ﬁ:;‘ ?Lljjtusrean 1a

In some cases, the liquidation of a position in an OTC security may not be possible within a results. 9 P ’ P

reasonable period of time.

Global OTC derivatives markets' Graph A1 Kn OW O n e
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Equity Result: VOLAT".lTY,

T At half-year end (end-June and end-December). Amounts denominated in currencies other than the US dollar are converted to US dollars su rprises.
at the exchange rate prevailing on the reference date.

Source: BIS OTC derivatives statistics (available at www.bis.org/statistics/derstats.htm).

Nov 2023 data from the Bank for Int’l Settlements for the period ended June 30, 2023:
https://www.bis.org/publ/otc hy2311.pdf
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https://www.bis.org/publ/otc_hy2311.pdf
Ali Magnani
An investment in an OTC security is speculative and involves a high degree of risk. Many OTC securities are relatively illiquid, or "thinly traded," which tends to increase price volatility. Illiquid securities are often difficult for investors to buy or sell without dramatically affecting the quoted price. In some cases, the liquidation of a position in an OTC security may not be possible within a reasonable period of time.


Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray
recommendations, or an invitation or inducement to trade a particular financial instrument or to engage in an investment
activity. There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.
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Source: Bank for International Settlements data portal.
https://data.bis.org/topics/OTC DER/BIS,WS OTC DERIV2,1.0/H.A.A.B.5J.U.5J.A.TO1.USD.A.A.3.C?

2020

Graph of the middle chart in
the preceding slide. NET
value of OTC derivatives is
highest ever now, over
$11.2T.

THE POINT?

Small changes can ROCK the
stock market on INFLATION,
INTEREST-RATE, DEBT news.

An investment in an OTC security is speculative and
involves a high degree of risk. Many OTC securities are
relatively illiquid, or "thinly traded," which tends to increase
price volatility. llliquid securities are often difficult for
investors to buy or sell without dramatically affecting the
quoted price. In some cases, the liquidation of a position in
an OTC security may not be possible within a reasonable
period of time.
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https://data.bis.org/topics/OTC_DER/BIS,WS_OTC_DERIV2,1.0/H.A.A.B.5J.U.5J.A.TO1.USD.A.A.3.C
Ali Magnani
An investment in an OTC security is speculative and involves a high degree of risk. Many OTC securities are relatively illiquid, or "thinly traded," which tends to increase price volatility. Illiquid securities are often difficult for investors to buy or sell without dramatically affecting the quoted price. In some cases, the liquidation of a position in an OTC security may not be possible within a reasonable period of time.


Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended
to portray recommendations, or an invitation or inducement to trade a particular financial instrument or

U S Sto C ks (] D e m a n d VS S u I to engage in an investment activity. There is a substantial risk of loss in trading futures and options.
[} Past performance is not indicative of future results.
(| September 19, 2023 - January 26, 2024 ¥

Top graph: Demand vs Stocks

Federal Reserve Options M Broad Sentiment: 7.4 M ETF:473.65  Trade Date: 12/22/2023

b resets rate views 2490‘00 Bottom graph: Supply

8 $470.00

7 woo When Demand, Supply,

: ssoo0  converge, stocks fall. When
/ ssoco they DIVERGE, stocks rise.
3 $430.00

2 $420.00

w00 At a rate far exceeding

coincidence, stocks gyrate
Short Volume (Supply) is the average percentage of daily vz:gr;eersi;\' S&P 500 stocks thafs short (borrowed, createq by market- Wlth monthly Options

| S*ort Vol %: 48 Trade Datd: 12/22/2023 expirations

52%

9/19/23 10/6/23 10/23/23 11/9/23 11/26/23 12/13/23 12/30/23 1/16/24

52%

!

Investors Beware!

50%

48%
9/19/23 10/6/23 10/23/23 11/9/23 11/26/23 12/13/23 12/30/23 1/16/24

48%
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Source: Broad Sentiment from marketstructureedge.com



Summary:

The stock market is not
random. It bounces
around on the effects of
derivatives tied to
currencies, interest rates.

Photo 106343792 | Interest Rates © Thodonal | Dreamstime.com
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https://www.dreamstime.com/photos-images/interest-rates.html
https://www.dreamstime.com/thodonal_info
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Why monthly options
expirations and not
weekly, daily
versions?

o
(o]

Derivatives with horizons of more than days
are asset-backed, collateralized. They “settle
up” every month. The collateral may be
stocks.




So how do we trade?

"\




Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray
recommendations, or an invitation or inducement to trade a particular financial instrument or to engage in an investment
activity. There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Options M Broad Sentiment: 5.9 W ETF:474.96 Trade Date: 12/31/2021

10 5 $480.00

’ 4

$470.00
7 r-\ $460.00
6 | |

$450.00
5
4 $440.00
3

$430.00
2
1 $420.00
7/1/21 7/24/21 8/16/21 9/8/21 10/1/21 10/24/21 11/16/21 12/9/21

Short Volume (Supply) is the average percentage of Haily volume in S&P 500 stocks that's short (borrowed, created by market-
makers).

M Short Vol %: 44.1 Trade Date: 12/31/2021

50% 50%

45%

40% 40%
7/1/21 7/24/21 8/16/21 9/8/21 10/1/21 10/24/21 11/16/21 12/9/21

Source: Broad Sentiment from marketstructureedge.com

(9 July 1,2021 - December 31,2021 v

Jul 1-Dec 31, 2021: Anatomy of
a market top:

1.

2.

Aug opex: sudden lurch and
recovery.

Sep opex: market fell apart,
plunging Demand, rising
Supply. SPX: 4,300 before
Oct opex.

Oct opex: Startling recovery
on surging Demand,
plunging Supply.

Nov opex: Demand
weakened, Supply
bottomed, SPX dropped
back to 4,350.

Dec opex: sudden and even
larger drop, jump, for
stocks.
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Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray
recommendations, or an invitation or inducement to trade a particular financial instrument or to engage in an investment

activity. There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results. D January 3, 2022 October 31 2022 +

Options M Broad Sentiment: 7.1 M ETF:386.21  Trade Date: 10/31/2022 Jan-Oct 2022: Anatomy of a
10 $480.00 Bear Market:
S 1. Jan month-end opex: Stocks
$440.00 briefly halted a slide.

6 jL 5420.00 2. Feb month-end opex: Peak
) 5400.00 for stocks until Jul 2023.

: SEE 3. June opex: Dramatic

2 it collapse.

:/3/22 2/10/22 3/20/22 4/27/22 6/4/22 7/12/22 8/19/22 9/26/22 N 4' Aug opex: Set Off anOther

steep slide interrupted
Short Volume (Supply) is the average percentage of daily volume in S&P 500 stocks that’s short (borrowed, created by market-

makers). briefly by Sep opex.
WShort Vol %:48.1  Trade Date: 10/31/2022 5. Oct month-end opex: The
60% 60% bottom. And Supply

reversed its long uptrend.

40% 40%
1/3/22 2/10/22 3/20/22 4/27/22 6/4/22 7/12/22 8/19/22 9/26/22
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Source: Broad Sentiment from marketstructureedge.com




Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray
recommendations, or an invitation or inducement to trade a particular financial instrument or to engage in an investment
activity. There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results. O January 1, 2023 - January 26, 2024 ¥

Options M Broad Sentiment: 7.2 M ETF:437.18  Trade Date: 6/20/2023 Jan 2023-Jan 2024: Anatomy of

10 $500.00
3 5 a Bull Market:
9 1 4 $480.00
g 1. Feb opex: Stocks faltered,
7 $460.00

/A\ Supply surged. Precursor to
$440.00
: the BANK CRISIS.

o))

5 $420.00
. { 2. March opex: Bank fear

b $400.00
3 eased, Supply fell, Demand
, $380.00 )

jumped.

1 $360.00
1/3/23 2/21/23 4/11/23 5/30/23 7/18/23 9/5/23 10/24/23 12/12/23 3. JUIV opex. Bull run

interrupted by 10% pullback

Short Volume (Supply) is the average percentage of daily volume in S&P 500 stocks that's short (borrowed, created by +arket-

makers). into October.
mShort Vol %: 48.2  Trade Date: 6/30/2023 4. Oct opex: Supply reversed
55% 55% at opex, market surged at

Oct month-end in step with
new monetary policy.

Jan 2024 opex: Market
jumped on weak Demand,
high Supply. Hm.

50%

50%

45% 45%
1/3/23 2/21/23 4/11/23 5/30/23 7/18/23 9/5/23 10/24/23 12/12/23
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Source: Broad Sentiment from marketstructureedge.com




What’s happening at Feb 2024 opex? Let’s
go to marketstructureedge.com...




