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Table 10.1 
 

 Option purchase Option sale Net option cost 
Strike price of call 
option used $245.00 $255.00  

Call option price Buy for +$7.00 Sell for -$3.00 $4.00 
Break-even price $252.00  $245.00+$4.00=$249.00 

 
 
 
Figure 10.1 
 
 

 
 
Table 10.2 
 

 Option purchase Option sale Net option cost 
Strike price of put $245.00 $230.00  
Put option price Buy for +$7.00 Sell for -$2.50 $4.50 
Break-even price $238.00  $245.00-$4.50=$240.50 

 
  



 
Figure 10.2 

 
Figure 10.3 
 

 
 
  



 
Figure 10.4 
 

 
 
 
Figure 10.5 
 

 



 
Figure 11.1 
 

 
 
Figure 11.2 
 

 
 



 
Figure 12.1 
 

 
 
 
Figure 12.2 
 

 



 
Figure 12.3 
 

 
Figure 12.4 
 

 
 



Figure 13.1 
 

 
Figure 13.2 
 

 
 
 
 



Figure 13.3 
 

 
Figure 13.4 
 

 
 
  



 
Figure 13.5 
 

 
Table 13.1 
 

Position Credit/Debit 
before news 

Value after news Result of trades 

Short $192.50 
call 

+$308.00 $0.00 +$308.00 

Long $197.50 
call 

-$117.00 $0.00 -$117.00 

Short $192.50 
put 

+$375.00 +$1050.00 -$675.00 (you were short 
so it’s a loss) 

Long $187.50 
put 

-$169.00 +$555.00 +$386.00 

Net + $398.00  -$98.00 
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Table 15.1 
 

Your Expected Price 
Reaction After News 
Release 

Strategy Used Risk Reward 

Little price change Sell an ATM or 
OTM put and/or 
call 

Potential for a large 
loss if the price 
changes a lot 

Keep the premium 
collected from the 
sale 

Little price change Sell a vertical 
spread ATM or 
OTM put and/or 
call 

Losses are capped if 
the price change is 
unexpectedly large 

Keep the premium 
but it will be less 
because of the added 
options purchases 

Large price move up or 
down (agnostic to 
direction) 

Straddle - buy 
put and call 
ATM 

Loss on investment if 
there is no big price 
move 

Large price move sees 
one option price go 
up more that the loss 
seen with the other 

Large price move up or 
down (agnostic to 
direction) 

Strangle (buy a 
put and call 
OTM) 

Loss on investment if 
there is no big price 
move 

Large price move sees 
one option price go 
up more that the loss 
seen with the other 

Large change up Buy an OTM call Loss on investment if 
security does not 
move up a lot 

Potential for large 
profit on big move up 

Large change up Vertical call 
spread 

Loss on investment if 
security does not 
move up a lot 

Potential for large 
profit on big move up 

Large change down Buy OTM put Loss on investment if 
security does not 
move down a lot 

Potential for large 
profit on big move 
down 

Large change down Vertical put 
spread 

Loss on investment if 
security does not 
move down a lot 

Potential for large 
profit on big move 
down 
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Table 15.2 
 

Your Expected Price 
Move Several Days after 
a News Release 

Strategy Used Risk Reward 

Little price change after 
a big move in either 
direction 

Sell a put and/or 
call 

Potential for a large 
loss if the price 
changes a lot 

Keep the premium 
collected from the 
sale 

Little price change after 
a big move in either 
direction 

Sell vertical call 
spread and/or 
vertical put 
spread 

Potential for loss but 
they are capped if the 
price changes a lot 

Keep the premium 
but it will be less 
because of the added 
option purchases 

Price drop, bottoming 
and then a reversal in 
trend back up after a sell 
off 

Buy a call close 
to ITM 

If a significant trend 
reversal does not 
happen – call expires 
worthless 

Profits will be good if 
there is a large price 
reversal back up 

Price drop, bottoming 
and then a reversal in 
trend back up after a sell 
off 

Sell an OTM put 
at or just below 
the established 
low 

If bottom has not 
been established then 
you could see a 
significant loss on the 
position 

Put expires worthless 
and you keep the 
premium from sale of 
put 

Price drop, bottoming 
and then a reversal trend 
back up after a sell off 

Use a bullish 
vertical call 
spread 

If a bottom has not 
been established then 
there are smaller 
losses due to lower 
cost of trade 

Profit capped with the 
vertical call spread 
due to sale of OTM 
call 

Price rise, topping and 
then a reversal trend 
back down after a buying 
spree 

Buy a put close 
to ITM 

If a significant trend 
reversal does not 
happen – put expires 
worthless 

Profits will be good if 
there is a large price 
reversal back down 

Price rise, topping and 
then a reversal in trend 
back down after a buying 
spree 

Sell an OTM call 
at or just above 
the established 
high 

If top has not been 
established then you 
could see a significant 
loss on the position 

Call expires worthless 
and you keep the 
premium from sale of 
put 

Price rise, topping and 
then a reversal in trend 
back down after a buying 
spree 

Use a bearish 
vertical put 
spread 

If a top has not been 
established then 
there are smaller 
losses due to lower 
cost of trade 

Profit capped with the 
vertical put spread 
due to sale of OTM 
put 
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