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Options involve risk and are not suitable for all investors. Prior to buying or selling an 
option, a person must receive a copy of Characteristics and Risks of Standardized 
Options (ODD). Copies of the ODD are available from your broker, by calling 1-888-
OPTIONS, or from The Options Clearing Corporation, One North Wacker Drive, Suite 
500, Chicago, Illinois 60606. The information in this presentation is provided solely for 
general education and information purposes.  Any strategies discussed, including 
examples using actual securities and price data, are strictly for illustrative and 
educational purposes. Investors should consult their tax advisor about any potential 
tax consequences.  No statement within the presentation should be construed as a 
recommendation to buy or sell a security or to provide investment advice. 

Multiple leg strategies involve multiple commissions charges.  Brokerage firms may 
require customers to post higher margins than the minimum margins specified in this 
presentation.

The course offering can change at any time at The Options Mentor’s discretion. The 
Option Mentor’s classes are for educational purposes only. We are not an advisory 
service, nor do we guarantee any kind of return on investment. The Options Mentor 
does not offer refunds on online class purchases.
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What  Is a Diagonal Spread?

It is an options strategy established by simultaneously entering a 
long and short position in two options of the same type—two call 
options or two put options—but with different strike prices and 
different expiration dates

Source- https://www.investopedia.com/terms/d/diagonalspread.asp

Ali Magnani
Multiple leg strategies, including spreads, will incur multiple transaction costs.



o   How  does this strategy work?
o   Distance between short and long expiration considerations
o Duration considerations 
o Risk/Reward considerations 
o Placing trade 
o Risk management and adjustment 
o Macro market considerations 

Diagonal and Double Diagonal Concepts
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Long vs Short Diagonal
• A long diagonal places the long option(the one you are buying) closer 

to where the SPX is trading and the short option(the one you are 
selling) is sold further away

• A short diagonal places the short option closer to where the SPX is 
trading, and the long option is purchased further away

• I have done many “short diagonal” trades in the past but no longer 
trade short diagonals because I have found them very difficult to 
adjust compared with the long diagonals 

• This course covers only SPX long diagonals 
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Single Diagonal vs Double Diagonal 

• Single diagonal involves buying one diagonal spread, either puts or calls

• Double diagonal spread involves buying both:
•  A put diagonal spread below where SPX is trading
•  A call diagonal above where SPX is trading to create a two spread trade or double 

diagonal
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Long Call Diagonal Example

(Graphics Credit:  Charles Schwab ThinkorSwim)
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Long Put Diagonal Example 

(Graphics Credit:  Charles Schwab ThinkorSwim)
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Long Double Diagonal Graph

(Graphics Credit:  Charles Schwab ThinkorSwim)
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How Does This Strategy Work?
•  Strategy takes advantage of the difference of option decay between 

the  long and short option. Because the long is further out in time, it 
decays slower than the short. That divergence in time decay works in 
this trade’s favor

• Strategy p/l is affected by changes in the implied volatility of the long 
and short options. In general, you want the long option IV to hold or 
increase its IV, and you want the short option to lose its IV

• The single diagonal is also affected price movement 
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IV and Theta Is Different for Each Option

(Graphics Credit:  Charles Schwab ThinkorSwim)

Ali Magnani
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. Multiple leg strategies, including spreads, will incur multiple transaction costs.



Trade Set Up and Selecting Strikes – 
Single Diagonal

• A long put diagonal can be placed above where SPX is trading if your bias in 
the SPX  is sideways to bearish

• For the long put diagonal, select a long strike around 20 to 30 points above 
the current price and sell the short put 10 points lower. The long is always 
purchased in an expiration that is 3 days further out than the short. 

• For the long call diagonal, the long call is purchased around 20 to 30 points 
below where SPX is trading and short call is sold 10 points higher. The long is 
always purchased in an expiration that is 3 days further out than the short. 

• The short can be 8 days or more from expiration. For most trades, I place the 
short 8 to 18 days from expiration

• The diagonal can be calls or puts depending on your sentiment. Puts for 
bearish to sideways and calls for bullish to sideways 
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Double Diagonal Strike Placement
• For the double diagonal, I also utilize the time from of 8 to 18 days from 

expiration for the short and 3 days between shorts and longs

• For theta positive “income” trading, I most often utilize double diagonals 

• Place the long put around 20 to 30 points (most often 20 to 25) below 
current SPX price and sell short put 10 points lower

• Place the long call around 25 to 30 points above current SPX price and 
sell the short call 5 points higher
• Using 5 point width (instead of 10, as I do on the put side) gives a more balanced 

graph in both directions
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Macro Market Considerations

• FOMC Announcements
• Non-Farm Payrolls
• Unemployment Claims
• CPI,PPI, and PCE 
• Earnings Releases
• Fed Board Member Speaker Events
• Other US Political and Geopolitical Events

Copyright © 2024 All Rights Reserved



Mark Fenton “The Options Mentor” 
Contact Info

theoptionsmentorspx@gmail.com
mark@aeromir.com

https://aeromir.com/mark
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