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Disclosure:

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 visiting ibkr.com/occ. Multiple leg strategies, including
spreads, will incur multiple transaction costs.

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 your local Interactive Brokers Website.

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

Interactive Brokers Canada Inc - Is a member of the Canadian Investment Regulatory Organization (CIRO) and Member - Canadian Investor Protection Fund
Interactive Brokers (U.K.) Limited is authorised and regulated by the Financial Conduct Authority. FCA Register Entry Number 208159

Interactive Brokers Ireland Limited is regulated by the Central Bank of Ireland. CBI, reference number C423427

Interactive Brokers Australia Pty. Ltd. - ABN 98 166 929 568 is licensed and regulated by the Australian Securities and Investments Commission AFSL: 453554
Interactive Brokers Singapore Pte. Ltd. - Is licensed and regulated by the Monetary Authority of Singapore. MAS, Licence No. CMS100917

Interactive Brokers Hong Kong Limited is regulated by the Hong Kong Securities and Futures Commission, and is a member of the SEHK and the HKFE
Interactive Brokers India Pvt. Ltd. member: NSE, BSE, SEBI. Regn. No. SEBI Registration No. INZ000217730; NSDL: IN-DP-NSDL-301-2008

Interactive Brokers Central Europe Zrt. is licensed and regulated by the Central Bank of Hungary (Magyar Nemzeti Bank) under no. H-EN-111-623/2020

As with all investments, your capital is at risk
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Why Use an Options Profit Calculator?

Simplifies Complex Calculations: Options trading involves multiple factors,
making manual calculations cumbersome. Options profit calculators streamline the
process, allowing you to analyze strategies with multi-legged options and various
input variables.

Visualizes Risk vs Reward: These calculators generate visual representations of
potential profits and losses across different stock price scenarios. This helps you
understand the potential outcomes of your strategies before entering a trade.



Why Use an Options Profit Calculator?

Tests Strategy Alignment: You can assess if your chosen strategy aligns with
your outlook on the underlying stock. The calculator will show potential payoffs
and risks based on your directional bias (bullish, bearish, or neutral).

Analyzes Input Sensitivity: Options profit calculators allow you to test how your
strategy reacts to changes in key factors like implied volatility or interest rates.



Benefits of Options Profit Calculators

Risk Assessment: Options profit calculators are instrumental in risk management. They enable
you to assess the potential risks and rewards associated with your chosen strategy. By
visualizing potential outcomes under different market conditions, you can make informed
decisions about your risk tolerance and adjust your strategy accordingly.

Pre-Trade Analysis: These calculators are crucial for pre-trade analysis. They allow you to test
your strategies and understand their behavior before risking real capital. This helps you refine
your approach and develop a trading plan that aligns with your risk profile and market outlook.



Benefits of Options Profit Calculators

Post-Trade Management: Risk management extends beyond pre-trade analysis.
Options profit calculators can be valuable tools for post-trade management as
well. You can use them to monitor your existing positions and assess the impact of
market movements on your potential profits and losses.

Building Confidence: By providing valuable insights and helping you understand
the potential outcomes of your strategies, options profit calculators can boost your
confidence in your trading decisions. This allows you to approach the market with
a clearer understanding of the risks and rewards involved.



Limitations of Options Profit Calculators

Relies on Assumptions and Estimates

Option profit calculators require various inputs, including stock price, strike price,
expiration date, implied volatility, and interest rates. These are all assumptions or
estimates about the future state of the market. The accuracy of the calculator's
output ultimately depends on the accuracy of these inputs.

Even with careful research and analysis, the future is inherently uncertain.
Unforeseen events can drastically alter market conditions, rendering initial
assumptions invalid.



Limitations of Option Profit Calculators

Cannot Predict the Future or Guarantee Profits

No calculator can predict the future performance of the underlying asset or the
options themselves. Market movements are complex and influenced by various
factors beyond the scope of these calculators.

Option profit calculators simply provide an estimated range of potential outcomes
based on your inputs. These estimates should not be misconstrued as guarantees
of future profits.



Limitations of Option Profit Calculators

May Not Account for Early Assignments or Pin Risk

Early Assignment: Option profit calculators often assume the option will expire
unexercised. However, in certain scenarios, options can be assigned early,
particularly for short call options or long put options. This can lead to unexpected
requirements or stock deliveries, altering the actual outcome from the assumed
scenario.

Pin Risk: Pin risk occurs when the underlying stock price is pinned between the
strike prices of a spread (e.g., a bull or bear spread). In such situations, the
calculator might not accurately reflect the potential profit or loss.



Additional Limitations

Limited to Modeled Strategies: Most calculators only handle pre-defined option
strategies. If you employ a complex, custom strategy, the calculator might not be
able to accurately assess its potential outcomes.

Overreliance: Excessive reliance on calculators without developing a fundamental
understanding of options and market dynamics can lead to poor decision-making.

Remember: Options profit calculators are valuable tools for what-if analysis and
preliminary evaluation. However, they are not substitutes for sound judgment,
thorough research, and comprehensive risk management.



Key Features of an Options Profit Calculator

Multi-leg strategy structuring.
Input adjustments for sensitivity analysis (interest rates, 1V, dividends).
Scenario-based portfolio and strategy testing (payoff diagram prior to expiration).

Let’'s go over some examples



