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DISCLAIMEF

Your actions
are your
responsibility!

All TRADING involves high potential risk and YOU can LOSE a
substantial amount of money, no matter what method you use. Past
performance is not necessarily indicative of future results. Don't

trade with money you can't afford to lose.

No claim is made that the trading methods or ideas presented in this
seminar will translate into trading profits. The contents of this
seminar cannot be guaranteed to produce profits . Options involve
risk and are not suitable for all investors. The strategies discussed
are for educational and illustrative purposes only, and should not be
construed as an endorsement, recommendation or solicitation to buy
or sell securities . Commissions, taxes and transaction costs are not

included .

The information contained herein has been obtained from sources
believed reliable, but is not guaranteed as to the accuracy or
completeness. Please check market fundamentals and technical

conditions before considering these or any trades.

Each trader is responsible for his or her own actions in life and in the

markets .



WEEKLYS

VS.
MONTHLYS

Expire each week on Friday market
close dFriday settlement

Some Indexes close on Thursday and
settled on Friday AM open. Be careful!

Weekly option contracts open on
Thursday and can be traded Friday
through Friday

The exception is the monthly option
expiration week.

A Key Advantage: Back to cash at the
end of the week



WEEKI—Y x Started October 2005, but much
OPTIONS

broader availability in May 2010

x Offered by CBOE

X Same contract specifications as
standard monthly options.

x Listed On Thursdays for the following
week.

http://www.cboe.com/micro/weeklys/availableweeklys.aspx

x Expire on Friday of the following
week.

Xx However é.
Beware of Settlement



WEEKLY x Started October 2005, but much

broader availability in May 2010
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EXPIRATION

Weekly Classes by type

Indexes such as

European

S&P 500
Thursday AM Friday Friday Friday PM (Cash Setied)

SPX

| . European

Dow Jones Industrial Avera

DJ:(; nes Industrial Average Thursday AM Friday (Cash Sefied)
European

Nasdaq 100

N[)xaq Thursday AM Friday (Cash Se@ied)

American
ssggoo Thursday AM Friday Friday Friday PM  (Cash Sefied)
i’:&:w ElRopesnSye Thursday AM Friday Friday Friday PM (Eg;ﬁe Sa:aed)

P . I . D D
Exchange Traded Funds such American
as: SPY, IWM, QQQQ, USO,  Thursday AM Friday Friday Friday PM (Physically
GLD, GDX and others Sefied)

P . . I D
Equiies such as: American
AAPL, AMZN, F, LVS and Thursday AM Friday Friday Friday PM (Physically
others Sesied)




LIST OF AVAILABLE WEEKLYS OPTIONS (Expring February 11, 2011)

Weeklys

Symbol  Name Product Type Expire Dat Ticker SymboName Type Expire Dat

Index, preettled,

I X p i ri n g OEX  S&P 100 Index (American style) cash 2011021 AXP American Express ComEquity 2011021

Index, preettled,

XEO  S&P 100 Index (European style) cash 2011021 BAC Bank of America Corp Equity 2011021
I e b 1 1 y SPX*  S&P 500 Index 'Cr;dseh’i preettied, 551101 BIDU  Baidu Inc. Equity 2011021
2 O 1 1 DJX  Dow Jones Industrial Average Lr;dsix, arsettled, 2011021 BP British Petroleum Equity 2011021

Index, arsettled,

Nasda€d 00 Index cash

2011021 Citigroup Equity 2011021

iShares MSCI Emerging MarketsETF 2011021 Cisco Systemsinc. Equity 2011021
Direxionshares Daily Financial BETF 2011021 Ford Motor Company Equity 2011021
SPDR Gold Trust ETF 2011021 General Electric CompeEquity 2011021
Market Vectors Gold Miner ETF ETF 2011021 General Motors CompaEquity 2011021
iShares Russell 2000 Index FuncETF 2011021 Google Inc Equity 2011021
Power Shares QQQ Trust ETF 2011021 Goldman Sachs Group,Equity 2011021
S&P 500 Depository Receipts ETF 2011021 J. P. Morgan Chase  Equity 2011021
Financial Select Sector SPDR ETF 2011021 Las Vegas Sands Corp.Equity 2011021
iShares Silver Trust ETF 2011021 Massey Energy CompaEquity 2011021
iPath S&P 500 VIX Shierm FT ETF 2011021 Microsoft Corporation Equity 2011021
Direxionshares Daily Financial BETF 2011021 NetFlix Inc. Equity 2011021

International Business

United States Oil Fund ETF 2011021
Mach.

Equity 2011021

Apple Corporation Equity 2011021 Priceline.com Inc. (new Equity 2011021
American International Group  Equity 2011021 Potash Corp SaskatcheEquity 2011021
Amazon.com Inc Equity 2011021 Research in Motion LimEquity 2011021

http://www.cboe.com/micro/weeklys/introduction.aspx




TRADING x BuyI-T-M Calls or Puts  xmmp - Time is your enemy!

- Odds are against you
STRATEGIES
Buying & Selling

x  Sell O-T-M Calls or Puts - Limited time to be wrong

Puts & Calls M) peiier adds

MAINTENANCE MARGIN!

>5.00

25 .00

54

52

g
as VVegas
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http://www.cboe.com/MNX

Trading
Strategies

Covered Calls

Some Rules

A

o

Stock trending
upwards (sideways)
but within lower part
of trending channel

Anal yst 0s
Recommendations
(Buys > Holds)

DOW / S&P moving up
Prefer 1.5+% return

Do you want to own
the security?

Covered Call

A Buy the stock and sell a weekly call.

A The intent is to structure the trade to get
called out at expiration.

282011, arkets Closed

After hours Tuesday

More
Info

% %
Dnsd. | Asgnd | Open | Implied
Prot. | Simple | Int Volat.

] |

13 Expiring 2-11

4400 244| 251 74%| 083 53%| 0.2% 83 0.43

4500] 10l 1gpl onzwl 080l 34%)  05%| 993 0.44

46.00| 088 091 415%| 059 19%| 1.1%]) 2427 0.42

47000 041[ 043] BL0%| 036 08%| 23%| 4528 0.41
| | | | | |

[ 4800 047 04 0.42

- Buy LVS @ 46.36

900 007| 00 ST-O 46 Call expiring in 3 days |04

0

00| 003 00d 1-9 % uncalled 0.48
1.1 % called

EI.IJE'I_'E'ETE‘Ph| o0 u.u'?i:l |.:-..:-'Fh|




x  CREDIT SPREAD (Call or Put)

Trading
- Sell a strike, Buy a greater O -T-M strike
Strategles for a net credit.
Week|y Credit x  BEAR CALL CREDIT SPREADS
A Flat or Down Trending
Spreads A Significantly O -T-M Calls

x  BULL PUT CREDIT SPREADS
A Flat or Up Trending
A Significantly O -T-M Puts

x  IRON CONDOR
A combination of a Bear Call and Bull Put spread



http://www.cboe.com/MNX
http://www.cboe.com/MNX

Out-of-the Money O-T-M vs. In-The-Money |-T-M

February 8, 2011 (Historical Chain) 217.98
Put Put ]
Bid Prob.
Strike Price
Netflix Inc. (NFLX) $ 217.63 FEBRUARY WEEKLY Expiring 2/11/2011 3
0.00 0.09
190.00 asal 0.04 99.9% 633
185.00 Credit = $2.35  [4p 99.9% 953
200.00 Probability = 3766% 0.11 99.2% 1820
205.00 Return = | 4% 027 95,.8% 2869
210.00 068 11| 34.9% 3331
215.00 20 ) 63.7% 2637
220.00 435 ) 1IT™ 245 37.6% 1465
225,00 8.00 820 16.6% 467
230.00 1250 1275 5, 4% 130
235.00 16.70 18.50 1.2% 0
240,00 2235 22 55 0.2% 54
245,00 26.50 29.20 0.1% 0
250,00 34 50 0




Out-of-the Money O-T-M vs. In-The-Money |-T-M

& Hist: NFLX 2m28d/1d

STO +T-M 220 Put
BTO OT-M 215 Put

$217.98

2-08-11 |

Credit = $2.35
Probability = 37.6%
Return = 47%

Stock Movement dthe stock must go up T.*“

N
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Out-of-the Money O-T-M vs. In-The-Money |-T-M

February 8, 2011 (Historical Chain) 217.98
Put Put S
Bid Ask ro
Strike Price Price
Netflix Inc. (NFLX) $ 217.63 FEBRUARY WEEKLY Expiring 2/11/2011 3
0.00
190.00 0.02 0.04 99.9% 633
195.00 0.03 00 99.9% 953
200.00 0 99.2% 1920
205.00 C 0z1]) o™ 027 95.8% 2869
210.00 0.63 0.76 34.9% 3331
215.00 1.3 2.00 63.7% 637
220.00 435 4.45 37.6% 1485
225,00 3.00 3.20 16.6% 467
230.00 1360 127c 5 4% 130
235.00 1| Credit = $0.10 1.2% 0
240.00 -] Probability = 95.8% 07% ca
245,00 »{ Return = 2% 0.1% 0
250.00 31.00| 34.50 | 0




Out-of-the Money O-T-M vs. In-The-Money |-T-M

& Hist: NFLX 2m28d/1d

STO GT-M 205 Put
BTO OT-M 200 Put

Credit = $0.10
Probability = 95.8%
Return = 2%

Stock Movement d somewhat ambivalent h*“

N

111510 11EZ2M0 112810 120810 121310 122010122710 01/03 0110 01724 01431 0207




x  SUPPORT/RESISTANCE

I N D I CATO R S Pivot Points (Floor Pivots) uses the previous period's

high, low and close, along with two support levels and two
resistance levels (totaling five price points) to derive a pivot
point.

- Look @ monthly pivots, then the weekly pivots

Trend Lines

Moving Averages
7 EMA/ 20,50, 200 SMA

x  LOWER INDICATORS

CCI (70,2) used to identify a new trend or warn of
extreme conditions

ADX (14)The ADX indicator measures the strength of a
trend and can be useful to determine if a trend is strong or
weak.

ATR (20,3) A measure of price change



http://www.cboe.com/MNX

Dondt trade through earnings

Suggested Credit

Prefer short leg to be 3 strikes O -T-M. (91+% Probability of success @

Spread Trading expiration). Prefer 1.5+% return.
Rules

Ent er as a 0a&negatiate the optiordbalfask credit.
Keep in mind the commission fees for the trade

Money Managementd 10% of Portfolio Value remains in cash. Keep the
investment at risk of any trade below 10% of Portfolio Value.

Maintenance Margin Requirements - (Difference in Strikes dcredit)

The smaller the difference between the long and short strike, the greater
the % return for the $ at risk and the lower the maintenance margin

Evaluate Risk/Reward and exits vs. Probability of success.

oDecent 6 support or resistance bet
CRITICAL!

What direction is the price movement?
Be cautious of gaps (up or down)
Typically look to open trades on: Monday, Tuesday, Wednesday

Evaluate the spreads daily. Use alerts to warn of a major shift of the
trade in the wrong direction.




8 Hist: NFLX 1m7d/1d

8200} Preot

STO GT-M 205 Put
BTO OT-M 200 Put

012eM
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An example of an aggressive spread to
illustrate a possible early exit

Deciding to
PCLN Bear Call Spread

get In? BTO 470 Call, STO 465 Call

500.00
Feb 8, 2011 (Tuesday)

430.00

g 455.25 |
i'l'. 440.00
plby

priceline.com Incorporated =

280.00

" 260.00

Jan m




An example of an aggressive spread to
illustrate a possible early exit
PCLN Bear Call Spread

Deciding to

get IN? BTO 470 Call, STO 465 Call
_ N Tuesday g
450.00
440.00
. rmL_ N- ==
* - 420.00

10 allne.com lincorporatect: «o

11 400.00
01521 0124 0125 01126 0127 0128 01131 0201 2z 0203 02/04 0207 0208

CCI{ ) [175.5541]

+DNI[14) [27 5436]

AL

10.50

ATR( 3} [10.3595)

10.00




Deciding to
getin?

An example of an aggressive spread to
illustrate a possible early exit
PCLN Bear Call Spread
BTO 470 Call, STO 465 Call

01 i
i

nd’

i

/1

P

10:00

com Incorporated

10:30 11:00 11:30 12:00 12:30 13:00 13:30 14:00 14:30

'—




An example of an aggressive spread to
illustrate a possible early exit

Deciding to
PCLN Bear Call Spread

get In? BTO 470 Call, STO 465 Call

[2oT.4193] 40000
480.00

475.00
470.00
455.00
450.00
g 45525
450.00
445.00
440.00
435.00
430.00
425.00
420.00
415.00
410.00
405.00
400.00
395.00
390.00




When to Exit
Credit
Spreads?

Using the example of an aggressive spread to
illustrate a possible early exit
PCLN Bear Call Spread
BTO 470 Call, STO 465 Call

Easy decision:
If the short leg is comfortably O -T-M

- let the spread expire dMax Profits

Tougher decision:
Stock price is moving towards the short strike

- Should we exit early?
- What risk $ am | willing to assume?

- Review Chart Technicals, News?



CRED'T Using the example of an aggressive spread to
illustrate a possible early exit
SPREAD PCLN Bear Call Spread

BEHAVIOU R BTO 470 Call, STO 465 Call

When should we PCLN Bear Call Spread

[RIEET an exit? BTO 470 Call, STO 465 Call
High Probability Trade Credit =$0.10 Return =2%
Max Risk/Reward = 50/1

How much am | willing to

lose in total? $4.90?7
(470 8465 -0.10)

010 +

Review Technicals, News? 0.00 +
010 |

Accept a $0.20 loss? 0.20

Risk/Reward is 2/1 0.30
Am | willing to lose this?

—\Nednesday

. = Thursday
0.40 —+

e— Eriday

P/L

050 +

060 -+

Still a high probability trade 070

Review Technicals, News

0.80

090 +

1.00 £




| OVE M
UP!

Now What?

Set a -loosstsodp
a cambination or d e

| f you cano
monitor the credit

spread, set
| ossO0 based
you are willing to risk.

This is where the poor maximum Risk/Reward of
c-adit ;spreads has an impact.

Short strike only has 1 strike between it and the

stock price.
A Unless there is likely to be some extraordinary
positive movement in the stock OGET OUT.
A BTC the short leg and STC the long leg.

Spread is I-T-M

AYoudre facing a | oss for

A Roll Spread out to a Monthly Spread.

A Additionally, at support, buy deep | -T-M callls at least
6+ months out.

A Seil a weekiy O -T-M Put (maint. margin r e q §.mt

Roll Spread out to the next week if there is a
sufficient credit (not likely, but possible).

Iron Condor:

A Apply the above to spread that is in trouble

A The other side of the Iron Condor will obviously be
successful.

S

u



CREDIT
SPREADS

Some Common
Mistakes

Going for a higher premium (credit)

A Probability will be poorer

A Usually premiums toward the end of the
week are around 5 -10 cents. A bigger
premium usually tells you immediately
that it is a riskier trade due to high
volatility

Earnings/dividends dbe careful!
Forgetting Indexes close on Thursday

Going to Expiration when
shortleg | -T-M


http://www.cboe.com/MNX

Apple Computer Inc. (AAPL) $ 240.60

GOING FOR THE PREMIUM

SEPTEMBER WEEKLY Expiring 9/3/2010 7 days left

200.00{40.70| 40.85{16.9%| 0.1%| 99.9%| 0.1%| 1.00| 0.10 1| 149| | 0.06] 0.09( 0.0%]| 99.9%| 0.1%| 0.00| 006 12| &2
210.00(30.80| 30.95(12.8%| 0.1%]| 99.9%( 0.1%| 1.00( 020 0| 76 0)# 0.18) 0.1%| 99.9%| 0.1%| 0.00| 0.14| 276| 288
220.00(21.05|21.20| 8.7%| 0.2%]| 986%| 1.4%| 0.99 045 9| 224 0.39A 0.2%] 98.6%] 1.4%|-0.01| 0.39| 586| 1539
230.00(11.75|11.90| 4.9%| 0.5%]| 86.5%| 13.5%| 0.87| 1.15( 90| 858| [ 1.05( 1.09| 0.4%| 86.5%| 13.5%(-0.13| 1.05| 1082| 2625
240.00( 435| 4.50| 1.8%| 16%| 52.4%| 47.6%| 0.53| 3.75( 1701 3590 | 3.65( 3.75| 1.5%| 52.4%| 47.6%|-0.47| 3.65| 5099| 2252
250.00( 0.90| 0.94| 0.4%| 4.3%| 17.3%|82.7%| 0.18| 0.90( 3269| 3640 (10.10[10.25| 4.2%| 17.3% | 82.7%(-0.82 0.70| 532 269
260.00( 0.13| 0.16| 0.1%| 8.1%| 2.8%| 97.2%| 0.03| 0.13| 1410| 1455( (19.35(19.50| 8.0%| 2.8%|97.2%(-0.97( -0.05| 74| 359
270.00( 0.05| 0.07| 0.0%| 12.2%| 0.2%| 99.8%| 0.00| 0.05( 312 79| [29.30(29.40|122%| 0.2%|99.8%|-1.00( -0.10 0| 148
280.00( 0.01| 0.04| 0.0%| 16.2%| 0.1%| 99.9%| 0.00| 0.01| 19| 65| [39.00({39.55|16.2%| 0.1%|99.9%|-1.00( -0.40 0 18
290.00( 0.00] 0.03 - -1 0.1%] 99.9% - - 0 7| |49.00(49.55/20.4%| 0.1%| 99.9%|-1.00| -0.40 0 5

Call | Call [ % O Curr.( | Put | Put) % | 3% [ % Curr.
More Bid | Ask [Dnsd.| % If | Prob. | Prob. Time |Open | Opt. Bid | Ask [Dnsd. | Prob. | Prob. Time [Open | Opt.
Info |Strike | Price | Price | Prot. | Asgnd. Below |Delta : - Prot. Int. :

credit $0.21

Return 2.1%




GOING FOR THE PREMIUM

200.00| 40.70| 40.85|16.9% 0.1%

210.00(30.80| 30.95(12.8%| 0.1%]| 99.9%| 0.1%( 1.00( 0.20 0| 76

220.00121.05{21.20| 8.7%| 0.2%| 986%| 1.4%| 0.99| 045 9| 224 J 0.39

230.00|11.75|11.90| 49%| 0.5%| 86.5%| 13.5%| 0.87| 1.15| 90| 858

250.00( 0.90| 0.94| 0.4%| 4.3%| 17.3%| 82.7%| 0.18| 0.90( 3269( 3640 [10.10(10.25| 42%| 17.3% | 82.7%|-0.82| 0.70| S532| 269

260.00| 0.13| 0.16] 0.1%| 8.1%| 2.8%| 97.2%| 0.03| 0.13| 1410 1455| |19.35{19.50| 8.0%| 28%|97.2%|-0.97| -0.05| 74| 359

270.00( 0.05| 0.07| 0.0%| 122%| 0.2%| 99.8%| 0.00( 0.05| 312| 79| (29.30|29.40(12.2%| 0.2%|99.8%|-1.00| -0.10 0f 148

280.00| 0.01) 0.04]| 0.0%| 16.2%| 0.1%| 99.9%| 0.00| 0.01 191 85( [39.00(39.55|16.2%| 0.1%|99.9%|-1.00| -0.40 o 18

290.00( 0.00| 0.03 -
Call | Call

'
5=,
—
32

24000| 435 450| 18%| 16%| 524%| 47.6%| 0.53| 375| 1701| 3590| | 365| 3.75| 15%| 524%| 47.6%| -0.47| 365/ 5099 2252
999%| -| -| 0| 7||49.00]4955|204%| 01%|99.9%|-100] -040] o 5

Call [ % O Curr.| [Put (Put| % | % | % Curr.
More Bid | Ask [Dnsd.| %If | Prob. | Prob. Time |Open | Opt. Bid | Ask [Dnsd. | Prob. | Prob. Time (Open | Opt.

Info | Strike | Price |Price | Prot. | Asand. Below | Delta

$10 investment Bull-Put -220/210 Prob = 98.6% credit $0.21 Return
$20 investment Bull-Put -220/200 Prob =98.6% credit $0.21 Return



GOING FOR THE PREMIUM

200.00| 40.70| 40.85|16.9% 0.1%

210.00(30.80| 30.95(12.8%| 0.1%]| 99.9%| 0.1%( 1.00( 0.20 0| 76(| 0.14] 0.18| 0.1%]| 99.9%( 0.1%| 0.00( 0.14| 276 288

220.00121.05{21.20| 8.7%| 0.2%| 986%| 1.4%| 0.99| 045 9 224( | 0.39| 0.41| 0.2%| 986%| 1.4%|[-0.01 0.39| 586| 1539

230.00|11.75|11.90| 49%| 0.5%| 86.5%| 13.5%| 0.87| 1.15| 90| 858 )ﬁ.( 1.09)0.4%| 86.5%| 13.5%(-0.13| 1.05| 1082| 2625

1.5%] 52.4%] 47.6%|-0.47| 3.65| 5099| 2252

250.00( 0.90| 0.94| 0.4%| 4.3%| 17.3%| 82.7%| 0.18| 0.90( 3269( 3640 [10.10(10.25| 42%| 17.3% | 82.7%|-0.82| 0.70| S532| 269

260.00| 0.13| 0.16] 0.1%| 8.1%| 2.8%| 97.2%| 0.03| 0.13| 1410 1455| |19.35{19.50| 8.0%| 28%|97.2%|-0.97| -0.05| 74| 359

270.00( 0.05| 0.07| 0.0%| 122%| 0.2%| 99.8%| 0.00( 0.05| 312| 79| (29.30|29.40(12.2%| 0.2%|99.8%|-1.00| -0.10 0f 148

280.00| 0.01) 0.04]| 0.0%| 16.2%| 0.1%| 99.9%| 0.00| 0.01 191 85( [39.00(39.55|16.2%| 0.1%|99.9%|-1.00| -0.40 o 18

290.00( 0.00| 0.03 -
Call | Call

'
5=,
—
32

240.00( 4.35| 450 1.8%| 1.6%| 524%| 476%| 0.53| 3.75| 1701| 3590 3.65/34
99.9% - - 0 7| (49.00)|49.55/20.4%| 0.1%)99.9%|-1.00| -0.40 0 5

More Bid | Ask |Dnsd.| %If | Prob. | Prob. Time [Open | Opt. | | Bid | Ask |Dnsd.| Prob. | Prob. Time (Open | Opt.
Info |Strike | Price |Price | Prot. | Asgnd. Below (Delta
$10 investment Bull-Put -220/210 Prob =98.6% credit $0.21 Return 2.1%
$20 investment Bull-Put -220/200 Prob = 98.6% credit $0.21 Return 1.05%

$10 investment Bull-Put -240/230 Prob :: 52.4% credit $2.56 Return 25.6%




TRADING
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QUESTIONS?

Fred Crowley
Registered Investment Advisor
Active Trading Investments, Inc.
fredcrowley@activetradinginvestments.com
www.activetradinginvestments.com



